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DEPARTMENT OF INTERIOR APPROPRIATIONS FOR 1954 


MONDAY, MAY 11, 1953 


Unrrep Srares SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. G. 

The subcommittee met at 6 p. m., pursuant to recess, in room F-82, 
the Capitol, Hon. Guy Cordon (chairman of the subcommittee) pre 
siding. 

Present: Senators Cordon, Young, Knowland, Mundt, Dworshak, 
Hayden and Kilgore. 

Present also: Delegate Bartlett. 


DEPARTMENT OF THE INTERIOR 
NATIONAL Park SERVIC! 


STATEMENT OF RUSSELL REID, STATE HISTORICAL SOCIETY OF 
NORTH DAKOTA 


INTERNATIONAL PEACE GARDEN 


Senator Corvon. The committee will come to order. Will you 
identify yourself, please, for the record ¢ 

Mr. Reip. Russell Reid of the State Historical Society of North 
Dakota. 

Senator Youne. I might say, Mr. Chairman, that Mr. Reid has 
devoted most of his life to questions of historical interest. He is super- 
intendent of our State historical society. In addition he is probably 
one of the best authorities on Indian history in our State. I am sure 
you would be very interested in visiting with him sometime. 

Senator Corpon. I would be happy to. 

Senator Young. Mr. Reid will discuss the International Peace 
Garden, a portion of which is in North Dakota, and what has been 
done to date in its development. 

I might mention to the committee the Federal Government has ap- 
propriated $100,000 over the past 4 years for this project. 

Mr. Rew. Thank you, Senator Young. 


SIZE AND LOCATION 


The International Peace Garden is a tract of land located on the 
international boundary between the United States and Canada. It 
isa short distance north of the geographical section of North America. 
The area is about 2,200 acres, and this land, about 900 acres of it, 
is in North Dakota, and the balance, about 1,300 acres, in Canada. 
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Phe site was originally selected for ai ternational peace garden by 
the National Association of Gardene) his ASSOC ation bel eved 
that 1 area Llong the internat nal boundary line between the , 
| nited State i! 1 Ca mada. located as} ir as |] Die to the center of G 
the North American Continent, vuld be the ideal place for th 
varden, 
Che oO irde) wis dedi ited in J oP, al ad, to how the interest that 
the people up that area took in the dedication, it was one of the 
larg t crowd hey have ever had Phere were around 50,000 peop! 
D that ren on the dedication day. 


Senator Corpon,. Is it all on our side of the boundary line? 

Mr. Reto. No, sir: 1.300 acres in Canada and about 900 in Nort , 
Dakota. 
Senator Corpon. How is it administered ? { 


ADMINISTRATION 


Mr. Rem. There a Board of Directors, composed of America 
and ¢ inadial . but equally divided. 
se or Corpon. Who owns it? 
Mr. Rei. The land on the North Dakota side belongs to Nort] 


Dakota, and on the Canadian side, it belongs to the Canadian Gover 


it 
il 


ment, but they have dedicated both tracts to the International Peac 
Garden. \s long is the Inte itiona| Peace (garden is maintained 
there, it vill be used for 0 ot] r purpose. 

Senator Young. What is the inscription on the memorial? I think 


expresses a very beautiful sentiment. 

Mr. Reto. Do you have it there, Senator? Would you read it? 
Senator Youna. The inscription reads: 

To God in His glory, we two nations dedicate this Garden and pledge ourselves 


that as long as men shall live, we will not take up arms against one another. 


Mr. Rem. A very nice sentiment. 
LANDSCAPE PLAN 


Before any work was done on the area, with the cooperation of the 
National Park Service, a landscape plan was made of the entire area, 
ind then a little while later, a quite elaborate plan was made of this. 
I might say that this is 400 feet on each side of the national boundary 
d it is about three-quarters of a mile long, and the develop 
ment on each side is equal. It kind of balances. As far as we know, 
it is the only thing of its kind where each nation has tried to follow the 
line and keep the garden in balance. 

As I stated, this was approved by the National Park Service of the 
United States and the National Park Service of Canada and other 

( es who had an interest in it. 

We had hoped at the start that the Peace Garden would be finished 
by a CCC camp. We had a camp there for a very brief period, and 
before they could finish their work, or before they got fairly well 
along with it, on the international boundary line, World War II ar 
rived, and work of that kind, of course, had to be stopped. So it left 


the formal garden area along the boundary line in a kind of a turmoil. 
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CONTRIBUTIONS FOR MAINTENANCE AND DEVELOPMENT 


Since 1947, the Government of Canada has contributed for the 


development of the Peace Garden $121,000. orth Dakota has cor 
tributed, for maintenance and development, POU.000 And the Peace 
rarden itself has contributed for maintenance $20,000 

Now. there are many groups ints ‘rested 1 1 the Pe e Garden, s h 
as the Red Cross, the Boy Scouts, the Girl | Scouts, patriotic org 


ions in North Dakota and the Nation, and in Canada Chey ire all 
helping with i 

Senator Corpon. Has the Government of the United State Ol 
tributed any of it? 

Mr. Ret. It has contributed SLOO.O00 toward the deve lop ent of 
this formal area. That money was expended along this line shown on 
the map here, and according to plans that are approved by the Na 
tional Park Service. This is just a drawing of the general plan. 


PLANS FOR COMPLETION 


Now, this formal garden area is divided into several areas, and we 
have the first area finished, the second area partially finished, and we 
hope to finish the entire panel along this international boundary line. 

I don’t think many or you folks have heard too much about the 
Peace Garden. Probably that is our fault more than anybody else’s 
But it is a subject that has been talked about, and people have been 
interested in it, not just in our area but throughout the United States 
and Canada, and throughout the other countries of the world. 


It is quite heartening to us to receive communications from as far 
away as India, and from England and from South America, from 
individuals asking about th Peace Garder They think it is a won- 
derful thing that two nations like the United States and Canada, with 
il long boundary line, 3,000 mile .can live in perfect harmony as they 
have done for so many years. And some of them also know that it 
has not always been the case. There was a time in our ones history 
when Canada and the United States were not on good terms, but we 
were able fos settle our difficult 3 \ thout any sel i tro ible, and now 
we are probably considered as really mode] nations as far as friendly 


IS concerned. 


feeling 

so we fee] that this oar n will be an insp ration to not only our 
own people but to people througho it the outside world, if they ut der 
stand that through the medium of this garden it can be shown that 
people « an settle differences and live in h larmony. 

So, if this can be carried out as we hope it can sometimes, it might 


even be possible to reduce some of the moneys we are presently ex- 


pending for armaments The United States doesn’t | Ve to arm it 
self against Canada, and Canada dos *t have to arm itself against 
us. If other nation had pe ce gardens and | lan attitude such as we 
have, probably it would help a oreat deal the world situation 


Now, are there any questions 


ADDITIONAL CANADIAN FUNDS 


Senator Yo UNG I have one to ask. What is the ( inadian Gov 
ment doing r by way vy of ad litional funds ? 





MTNEATAR REDALDISEWN ADDRAPRIATIONSA 1084 17127 
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Mr. Rew. Their national government is appropriating an annua 
grant of $15,000 a year. ‘The Dominion Government gives them about 
$3,000 more. And then the »y do things which we cannot do. Their 
highways branch and public-service branch can take equipment dow) 
there and use it and develop the peace garden without the expend 
ture of additional funds. So I would say that their grant is probably 
$25,000 a year to develop the garden. 

Their money, I might say, goes a little further than ours does, too. 
Their rate of pay and cost of material is a little cheaper than on out 
side. 

Sut it is truly a cooperative project. We are working together 
on it, 

Senator Youne. The authorization act is for $100,000. A bill ha 
been introduced in the House and has been approved by the House 
Interior and Insular Affairs Committee. It is now on the calendan 
over there, and I have a similar bill pending over on this side. 

Senator Corpvon. Any questions? 

Senator Youne. Yes, I have one, before Mr. Reid leaves: As | 
stated he is quite an authority on Indian Affairs. There has recently 
been quite a discussion as to whether Sitting Bull was a chief, or a 
medicine man, or both. 

Mr. Rem. He was a chief. 

Senator Munpr. A native South Dakota chief. 

Mr. Rei. Yes, Senator Mundt. He was a chief by inheritance and 
a chief by acclamation and by the common consent of his people. An 
Indian, to be well thought of, and be a chief among his people, had 
to be good. They wouldn’t tolerate a man who was a coward, and 
they wouldn’t tolerate a man who didn’t have ability. And Sitting 
Bull had all of that, and I think personally he was a remarkable mat 
probably the outstanding man that lived in the northern Great Plains 

Senator Munpr. May his bones rest in peace at their present resti1 
place. : 

Senator Corvon. We appreciate your coming, Mr. Reid. 

Mr. Rep. Thank you very much. I appreciate your listening to us, 
because I know you are busy. 

Thank you very much. 

Senator Corvon. Members of this committee are also on the Senate 
Interior and Insular Affairs Committee, so we will probably want 1 
have you before us there. 

Mr. Rem. Thank you very much. 


SoulHEASTERN Powrr ADMINISTRATION 


STATEMENTS OF HARLLEE BRANCH, JR., PRESIDENT, GEORGIA 
POWER CO.; E. D. EARLY, MANAGER, SOUTHERN CO. POWER 
POOL; AND CHARLES A. COLLIER, VICE PRESIDENT, GEORGIA 
POWER CO. 


INTRODUCTORY STATEMENT BY THE CHAIRMAN 


Senator Corvon. The next matter before the committee will be the 
Georgia Power Co., again presenting before the committee a proposi- 
tion that the subcommittee has heretofore heard, name ly, a plan for 
the handling of the power, or that portion of the power, generated 
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at the Government-owned Clark Hill Dam, which is allocated to the 
State of Georgia. 

Mr. Brane h. will you just sit down there near the reporter? 

As I understand the matter, Mr. Branch, there is no item in the ap 
propriation bill as it is before us now with respect to transmission fa 
cilities to be constructed by the Government in the State of Georgi: 
for the transmission of Clark Hill power. I also am advised that the 
matter has been withdrawn by the Secretary of the Interior, chiefly i 
order that a complete study of the problem itself may be made. 

So, while under the existing circumstances, there is no item here 
that might be the basis for your company offering an alternative solu- 
tion, there will be some matter before the committee in the future, 
there can be no question. The committee will be glad to hear from 
you. 

Now, I understand you have rather a considerable statement here, 
which has been distributed among the members of the committe 
Would you prefer to have the statement made a part of the record an 
then to highlight it? 

PREPARED STATEMENT 


Mr. Brancu. I would like to request that, in the interest of time, 
our statement be printed in the record and I will briefly highlight it. 

Senator Corpon. In that event, Mr. Branch’s statement will be 
placed in the record. 

You may proceed, Mr. Branch. 

(The statement referred to follows:) 

SOUTHEASTERN POWER ADMINIS 
Statement of Harllee Branch, Jr., president, Georgia Power Co 


The initial budget request of the Southeastern Power Administration for the 


fiscal year ending June 30, 1954, was for an appropriation of $8,440,000. Of this 
requested appropriation, $6,700,000 was for construction, and $1,740,000 for oper- 
ation and maintenance The later amount consisted of two items: One of 


$1,390,000 for the purchase of power and rental of facilities, and another of 
$350,000 for the operation of the Administration’s headquarters office, including 
$100,000 for system operation and maintenance, $150,000 for power marketi 
and $100,000 for general administration. 

The $6,700,000 requested for construction purposes was principally for the 


planning and initial construction of a $52 million system of Government-owned 
transmission lines in the Southeast, together with other facilities claimed to be 
necessary to deliver power from Federal hydroelectric projects to load centers 


along the routes of interconnecting transmission lines 

The $1,390,000 for the purchase of power and rental of facilities was made up 
of $819,000 to be paid to the Virginia Electric & Power Co. as wheeling fees 
and for energy to be purchased under a contract between SEPA and VEPCO 
relating to the John H. Kerr Reservoir project : and $571,000 for wheeling fees 
and the purchase of energy under future contracts which SEPA said it hoped 
to negotiate with other private utilities in the area of the John H. Kerr and 
the Clark Hill projects 

Upon reexamination of SEPA’s proposed budget by the Department of the 
Interior the money requested for construction was eliminated, with the exception 
of $200,000 for future planning. The $350,000 requested for operation of the 
headquarters office was reduced to $325,000. The Bureau of the Budget later re 
duced the amount to be requested by SEPA for future planning to $100,000 

The House subcommittee on Interior Department Appropriations concurred in 
the foregoing eliminations and made some additional reductions in SEPA’s 
budget. It recommended that all requests for construction, including future 
planning funds, be denied: that the amount appropriated for purchase of power 
and rental of facilities be limited to $819,000, the amount stated to be necessary 
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under the VEPCO contract; and that the funds requested for the headquarters 
office be reduced to $241,000, of which $70,000 was for system operation and 
maintenance, $100,000 for power marketing, and $71,000 for general administra- 
tion. These recommendations were adopted by the main committee and then by 
the House of Representatives with the addition only of $50,000 for advance 
planning. As passed by the House, the act provides for a total appropriation 
of $1,110,000 for SEPA for the fiscal year ending June 30, 1954. 

During his appearance before this committee, the SEPA Administrator re 
juested an appropriation of $1,675,000 for the fiscal year 1954. This i i 
$565,000, over the amount approved by the House of Representatives, is made 
up of increases of $5,000 for system operation and maintenance; $50,000 for 
power marketing; $29,000 for general administration; $431,000 for purchase of 
power and rental of facilities; and $50,000 for advance planning in connection 
with an undefined construction program. 

We respectfully request that this committee deny the $50,000 for advance 
planning approved by the House, as well as the additional $50,000 requested by 
SEPA for the same purpose; and that the committee revoke the $50,000 continu- 
ing fund which was made available to SEPA in the Interior Department Appro- 
priation Act, 1952. We further request that the committee carefully investigate 
the legality of SEPA expending funds for the purchase of power under the 
provisions of section 5 of the Flood Control Act of 1944. It is our opinion, after 
careful study of the debates and the law, that neither section 5 of the Flood 
Control Act of 1944, nor any other section or provision of that act, or any other 
act, authorizes SEPA to purchase power for resale to preference customers, and 
that Congress did not sntend that power should be purchased by this agency, or 
any other agency of the Federal Government, for resale to preference customers. 

At the time of our appearance before the House subcommittee considering In- 
terior Department Appropriations for 1954, we filed a statement describing the 
facilities of the Georgia Power Co. for distributing Federal reservoir power ; 
outlining the events during our contract negotiations with SEPA and the Division 
of Water and Power of the Department of the Interior; and stating our reasons 
for opposing portions of SEPA’s budget request. The statement will be found 
on pages 333 to 353 of the House subcommittee hearings, and I will only touch 
upon the high spots at this time 

The Georgia Power Co. is presently serving the total power requirements of 
387 REA cooperatives through 128 metering or delivery points and 44 munici 
palities which purchase power wholesale, through 49 metering or delivery points. 
In addition, the company furnishes the Georgia Power & Light Co., an inde- 
pendent and nonaffliated utility in southern Georgia, with power for 6 additional 
cooperatives and 5 additional municipalities located in its service area. Power 
for these additional cooperatives and municipalities is furnished through 18 
delivery points, making a total of 190 delivery points which are scattered 
throughout Georgia. During 1952, these 43 cooperatives and 49 municipalities 
had a maximum demand of 274,248 kilowatts and the Georgia Power Co. supplied 
them with 1,038,809,528 kilowatt hours of energy which is nearly four times as 
much firm marketable power as would have been available to preference cus- 
tomers in Georgia if Clark Hill had been completed and operating at full capacity 
with one-half of the power assigned to Georgia. 

The 190 delivery points, through which the cooperatives and municipalities 
receive power are served by transmission lines and other facilities of the Georgia 
Power Co. These lines criss-cross the entire service area of of the Company, 
which comprises more than 80 percent of the area of Georgia. The transmission 
lines are interconnected with those of other utilities and affiliated companies in 
contiguous service areas, and are part of an extensive electric power grid which 
serves the entire Southeast 

The transmission and other facilities in the area served by the Georgia Power 
Co. have always been adequate to meet all of the power requirements of the 
REA cooperatives, municipalities and other preference customers under section 
5 of the Flood Control Act of 1944, as well as all other consumers of power in 
our area. The Georgia Power Co. spent $208 million from the end of World 
War ITI to the first of this year, and is spending approximately $45 million this 
year, for additional transmission lines, cenerating and other facilities. It ex- 
pects to further expand its facilities so as to adequately meet the growing needs 
of its present customers and any others who may wish power in its service 
area. As additional facilities are needed, they will be provided by the com- 
pany without cost to the Federal Government as they have heen provided in 


( S rease Ol 
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built, and those ay 


The company-owned transmission lines alrea lilt, : iy 
construction, have ample capacity to receive all Federal hydro-electric pows 
now being produced, or scheduled for future delivery, in Georgia. Their lo 
tion is such that they can be used to fully integrate the Federal projects and 
obtain the maximum amount of firm power for preference customers, and the 
maximum financial return to the government, without the need for a single 
foot of federally-owned transmission lines 

Since the federally-owned transmission lines, as originally proposed by SEPA, 
would not make a single additional kilowatt hour of energy available to prefer 
ence customers and would not increase the revenue to the government, we can 
see no justification whatsoever for appropriating any funds to SEPA “for ex- 
penses of planning for the construction and acquisition of transmission lines, 
substations, and appurtenant facilities.” It is our belief that appropriations 
previously made have been ample to enable SEPA to supply itself with all cor 
parative cost data and other information necessary to establish “yard sticks” 
for its power marketing activities in the Southeast 

SEPA’s request that the appropriation approved by the House of Representa 
tives of $1,060,000 for operation and maintenance be increased to $1,575,000 in- 
cludes an increase of $84,000 for activities at the headquarters office and an 
increase of $431,000 for the purchase of power and rental of facilities. Since 
the $241,000 allowed by the House for headquarters activities of SEPA is a 
reduction of only $24,000, or less than 10 pe Ee 826 
the current fiscal year, it would appear that this amount is in line with the 


roved if 











appropriations which have been recommended and eing granted for other 
governmental activities. 

The $431,000 additional appropriation requested by SEPA for the pi se 
of power and rental of facilities is for wheeling fees and the purchase of 
energy to supplement the power not yet disposed of from the Philpott and 
John H. Kerr projects. The chairman of the House subcommittee questioned 
each of the electric utility companies serving in ft] rea for which this power 


is earmarked, and was unequivocally advised that such funds were not necessat 
in order to dispose of the power to preference customers, as provided by law 
It is our opinion that section 5 of the Flood Control Act of 1944 does n 


authorize the purchase of energency by SEPA for resale Section 5 specifically 
authorizes the sale only of “electric power and energy enerated at reservoir 
projects under control of the War Department.” Over and over again, the words 


“such electric energy,” and “power and energy generated at said projects” were 


used by Congress to describe the only power to be dispo lof bv Fede 


In no instance does section 5 authorize the Secretary of the Interior or any of 
his agents to purchase power and energy or to dispose of power and eners 
other than that generated at Federal reservoir projects. The wording of se 
tion 5, and the committee hearings and congressional debates prior to its 
approval, clearly indicate that Congress intended to limit the authority of the 
Secretary of the Interior to the disposition only of electric power generated at 
Federal reservoir projects 

Two years ago, in his first regular appearance before the subcommittee of the 
House Committee on Appropriations, the SEPA Administrator requested a con- 
tinuing fund of $200,000 to be derived from power receipts in the Southeastern 
power area, The announced purpose of the fund was to pay for wheeling service 
and purchase of power, and to meet emergency expenses involved in the continu- 
ity of electric services. The House subcommittee recommended, and both the 
House and Senate agreed, that the use of this fund should be limited to “emer- 
gency expenses necessary to insure continuity of electric service and continuous 
operation of Government facilities in said area.” The report of the House Com 
mittee on Appropriations specifically stated that the fund “is not to be available 
for the rental of transmission or related facilities as regular operations, nor is 
it to be available for the purchase of electric power and energy to firm up the 











Government’s system.” Since the use of the continuing fund is limited to eme 
gency expenses in connection with Government-owned facilities in the area, and 
since no such facilities are presently owned or provided for in the 1954 appro- 
priations for SEPA, it is suggested that the continuing fund should be rescinded 
In our previous appearar het be ‘ evoted con- 
siderable time in presenting and discussing the proposal of the Geor 
Co., and its affiliated companies of The Southern Company group 
the benefits of Federal reservoir power to preference customers 
area at the lowest possible cost and in full compliance with the r 


section 5 of the Flood Control Act of 1944. That pr posal was co 
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a definitive draft of contract on September 11, 1951, following lengthy negotia- 
tions between representatives of our company and the Division of Water and 
Power of the Department of the Interior. We assumed that the former Secretary 
of the Interior would then accept and sign the contract since it had been nego- 
tiated by his Division of Water and Power and since, according to our under- 
standing, it had also been approved by the Under Secretary whom he had desig- 
nated to meet with us and discuss the contract. 

However, on January 5, 1953, we received a letter from Secretary Chapman 
completely misconstruing the provisions of the contract and outlining a policy 
under which the Federal Government would, in effect, nationalize that part of 
the electric power industry serving the power requirements of preference cus- 
tomers. In this letter, which was written on January 2, 1953, only a week or 
so before his term of office expired, Secretary Chapman rejected the contract 
upon the alleged ground that it did not conform to congressional policy and 
Federal statutes. Promptly, on January 10, 1953, we answered this letter, and 
each of Mr. Chapman’s objections to the contract. We requested an opportunity 
to discuss the contract with him. No reply was ever received from Mr. Chap- 
man. Copies of the exchange of letters follow: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 2, 1958. 
Mr. C. B. MCMANUs, 
President, The Southern Co.., 
William-Oliver Building, Atlanta, Ga. 


My Drar Mr. McMANus: This is in response to your letter of November 26, 
1952, in which you ask “whether or not the Interior Department is going to con- 
tinue to insist that preference customers (both existing and future) be customers 
of the Government.” 

My answer to the question is that public bodies and cooperatives purchasing 
Government power: are the Government’s customers. If they purchase power 
from the Georgia Power Co., then they are the company’s customers. The choice 
lies with these purchasers. We cannot contract away their right to deal either 
with the Government or with the company. 

The Department of the Interior must, of course, continue to insist upon com 
pliance with the provisions of section 5 of the Flood Control Act of 1944. Any 
contract that diminished the rights of preference customers and of power con- 
sumers generally under that act would be of highly doubtful validity. Even if 
no question of its legality were involved, such a contract would directly conflict 
with policies repeatedly declared by Congress which are binding upon this De- 
partment. 

Section 5 of the Flood Control Act of 1944 designates the Secretary of the 
Interior as the agent of the United States to dispose of all power and energy 
generated at Army projects, except such insignificant amounts as are necessary 
for the operation of the projects themselves. This law provides standards for 
the disposition of power, including the requirements that the power shall be 
disposed of in such a manner as to encourage the most widespread use thereof 
at the lowest possible rates to consumers consistent with sound business princi- 
ples; also that, in the sale of power, preference shall be given to public bodies 
and cooperatives. The law makes no distinction between existing and future 
public bodies and cooperatives. 

You have proposed a contract wherein you suggest that all the power from the 
Clark Hil project, which may be made available in your service area, should be 
sold to the Georgia Power Co. at the bus bar. You propose to give the Govern- 
ment the right to designate certain preference customers to be recipients of 
blocks of power, to the extent of one-half of the capacity sold to you (i. e., one- 
half of 140,000 kilowatts), to be delivered to them by the company as its cus- 
tomers. The rates you would charge these customers for such blocks of power 
would be the cost of the power to you at the bus bar plus a percentage markup. 
Should the power requirements of these preference customers be in excess of 
the amounts designated to be delivered to them, then they may purchase addi- 
tional blocks of power from your company at your established rates. Your pro- 
posed contract, as well as the contracts between you and the preference custo- 
mers, would be subject to approval by the Public Service Commission of the State 
of Georgia. 

Permit me to point out why your proposed contract is not compatible with the 
provision of law stated above. 
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1. Section 5 of the Flood Control Act of 1944 contemplates that the sales of 
nower shall be made by the Secretary to the various customers directly, giving 
preference to public bodies and cooperatives. When section 5 was debated be fore 
the Senate, Senator Bailey, of North Carolina, introduced an amendment which 
would require the Secretary of the Interior to dispose of the power at the bus bar 
This would have meant to dispose of the power to such customers as would be in 
a position to construct transmission facilities to the various projects. As a prac 
tical matter, it would have meant to sell substantially all of the power to the 
private power companies. This amendment was defeated, and section 5 was 
enacted, contemplating direct sales to the various customers by the transmission 
of power from the projects to such customers, either through existing facilities or 
through the acquisition or construction of transmission lines and related facili 
ties. Subsequently, various bills were introduced which would have had the same 
effect as the Bailey amendment, but none of them was enacted into law. 

2. The provision to give preference in the sale of power to public bodies and 
cooperatives contemplates that there shall be a seller—the Secretary of the In 
terior, a buyer—the preference customer, and a consideration flowing from the 
buyer to the seller. Your contract would in effect mean that the Georgia Power 
Co. should be preferred to all other customers to the extent of 140,000 kilowatts, 
or one-half of the total capacity of the project, the consideration being that you 
would give a preference or an economic advantage to the public bodies and 
cooperatives. 

3. To give a preference in the sale of power to public bodies and cooperatives 
on a businesslike basis means, of course, that the power from the project would 
he sold in such quantities and upon such terms and conditions that we wouid meet 
the requirements of the customers, not only as of the time of the sale but also to 
meet their growing needs Under your proposal, once the blocks of power for the 
various public bodies and cooperatives are determined, there would be no way of 
supplying the growing needs of these customers. They would have to depend upon 
purchasing power from you at your established rates 

4. As in the case of all contracts entered into by public utilities for the sale of 
power, the contract and the rates are subject to approval by the Public Service 
Commission of the State of Georgia. While the Federal Government is not bound 
by the regulations of the State commission, nevertheless, the Georgia Power Co 
would be subject to such regulation. This means that the commission may make 
performance of such contract by the Georgia Power Co. impossible, and the United 
States would then find itself with large blocks of power on its hands, but without 
ability to transmit and dispose of the same to the preference customers. 

5. It cannot be too strongly emphasized that the Secretary of the Interior, not 
the Georgia Power Co., is charged with the responsibility of giving preference 
in the sale of power to publie bodies and cooperatives. He cannot delegate this 
function to a private power company. 

6. In order to effectuate the principles embodied in section 5 of the Flood 
Control Act of 1944 and in analgous provisions of other statutes under which we 
operate, I have promulgated a set of standards or requirements for entering 
into contracts with private power companies for the wheeling of Government 
power over their tranmission lines 

(a) The first requirement is that the policies embodied in the law must be 
followed. As I have shown above, the contract proposed by you would be in 
derogation of the policies embodied in the law. 

(b) The second requirement is that transmission facilities which interconnect 
the Government's source of supply with each other and with load centers should 
generally be owned and controlled by the Government There is no compelling 
reason why the sale of power in Georgia should constitute an exception to the 
general rule. By your contract you merely urge that the Government should 
sell the power at the bus bar and should be blocked from disposition of power 
at points other than the project itself. 

(c) The third requirement is that the power programs of the Department 
should be developed consistently with the law and with the view toward utilizing 
existing non-Federal-owned transmission capacity under arrangements satis- 
factory to the Government. Under your contract, the Government would not be 
utilizing the transmission capacity of the Georgia Power Co. That transmission 
capacity would be utilized by the company itself to serve its own customers 

(d) The fourth requirement lists a number of standards which must be com- 
plied with to assure satisfactory arrangements for the use of existing non-Federal- 
owned transmission capacity. These are as follows: 
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(i) There must be un oa rane » tl Government eustomer 

ame opportunity to develop and ser in el mad incl the mT 
to contract directly with the Government they uuld have f the G ( 
ment built its own facilities Under your proj ed contract these 
ances would be lacking ince your compan would control the ines 
ipply 

(ii) The arrangements must safeguard fully the rights of preference 
tomers. By entering into the contract proposed by you e would t 
in a position to safeguard their rights On the contrary, ther ould 
a discrimination between existing and future preference customer! i il 
discrimination as between existing customers on the ba of their ro 
in load 

(iii) The arrangements must avoid monopolization of powe hich wo 
result from the ile thereof at the bus bar or otherwise Your contras 
contemplates the sale of Clark Hill power at the bus bar 

(iv) Any contract for the wheeling of Government power should cor 


plate methods of supplying power to the Gov 
more advantageous, as compared with the 
the Government tructed separate transmis 
your contract would not provide 
equally or 


(v) Rea 


rnment eustomer 


vhich would 


condition 


eon ion f 


cilities 
upplying power which 
preference custome! 


ation should be 


methods of 
antegous to the 


compen 


more ad 


onable 


ty 
oota 


paid for the use of tran 


equally 0 
if 
Obviously 


facilities of other but in no event gcrenter than the cost to the Governmer 
of it own transm ion eapacit The vheeling cost (the percenta 
markup plus the other advantages which the Georgia Power Co. would de 
from such a contract, but which are not spelled out therein) may far « 4 
either of these standard 

(vi) Wheeling contract hould provide, wherever practicable, for tl 
exchange of power upon reasonable terms for the firming up of the power 


hoth the 





upply of Government and the utility, for economical operation, and 
for emergency breakdown relief Under the proposed contract, ther d 
be no room for cooperation to the mutual advantage of both the comp 
and the Government in this regard 

(vii) Finally, any contract for the wheeling of power entered into sl d 
provide for cancellation of arrangements upon reasonable term In essence 
your proposed contract do not make such provi m, because under th 
irrangement proposed, the Government must remain bound to the Geor i 


Power Co 


In vie of 


. else be 


the 


vithout ecu 


ibove, 7 


tomers in the area 


consistently with its obligations under section 5 of the Flood Control Act 
enter into any contract like the one you have proposed 
Sineerely your 


Oscar L 
Secretary of the 
(}rorar Powrnr ( 


Hon. Oscar! 


Secretar 


CHAPMAN, 

of the Interior, Washington, D.C 
M I) Ma. Secrs i Mr. MeManus has 
and suggested that T renly to it 


* letter not 


(HAPMA?D 


hope you will realize that the Department cannot, 


of 1944 


Interior 


itlanta, Ga., January 10, 1958 


r 


only misconstrues our proposal regarding Clark Hill power bu 
implies a policy of governmental participation in the electric-ntility busine 
which the Congere never intended and which I do not believe the general pul 
will approve 
You sa n effect, t) Federal poli requires that the Department of Intert 
n ime u itilityv t nponsil { h respect to the cla of electric consumer 
k1 ! preference customer These cor met you ert, must be the cu 
tomers directly of the Federal Government 
You furthe ert that ur Department has responsibility for supplying the 
ment f these « tomers “not onl of the time of the ile fof 7 f 
fron irticnlar G rnment plant)” but also their gro g need You f he 
state that your Department ha n obligation to sure these customers of the 
‘opportunit to develon and serve incrensed loads” and that transmission fac 
ities between vour plants and load cente “should generally he owned and con 
trolled by the Government,” the only exception apparently being where a private 
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utility is willing to wheel power for the Government's account under a form of 
contract devised by your Department which requires, in every instance, that 
the preference customer become a customer of the Federal Government You 


take the position that your Department is obligated in the above respects to 





future as well as existing customers of this clas 

You are bound to know that the assumption of the foregoing function ill 
put the Federal Government fu ly and completely into the public-utility busi 
You cannot obligate the Government to supply the total and unlimited 


ness 
power requirements of an indefinite number of customers unle you intend to 
expand the Government's generating and transmission facilities to whatever 


extent the growing needs of these customers may demand, including inevitably 
the construction of steam electric-cenerating plants to supplement waterpower 
sources 

Therefore, regardless of language, what you have said 
Federal Government, through the policies of your Department, is now embarked 
on a policy of nationalization of that part of the electric-power industry servin 
this particular class of our citizens, notwithstanding their electric-power require 


in your letter is that the 


meuts are being fully supplied by a private utility at reasonable rate L think 
the Members of Congress and our citizel enerally will be shocked by this 
declaration. 

Certainly the Congress never directed or authorized any such policy as that set 
forth in your letter In enacting the Flood Conti Let of 1944, and related 


legislation, the Congress plainly limited the role which the Department of the 
Interior was to play in disposing of electric power generated at bederal project 
These statutes authorize your Department to dispose only of electric power which 
is incidentally produced at Federal projects constructed for purposes of naviga 
tion, national defense, and other constitutional Federal purpose These statute 
do not authorize or obligate your Department to enter upon a program of generat 
ing and supplying the present and future power needs of any class or classes 
utility customers 

We suggest, in all sincerity, that the only real stumbling block in our ne 


tiations during the past several years regarding Clark Hill power hu er 
misconception of congressional policy, and we are sure we can demon 
any fairminded person that our proposal meet nd fulfill L the rp 
policies which the Congress has, in fact, adopted Here again I 
the company has proposed : 

The company will supply, at it Ole risk and expense, and at no es | 
taxpayers, all necessary transmission and distribution facilitic to del 
firm marketable power from the Clark Hill project to preference custome 
where in its service area, regardless of distance from the project he compa 
will also interconnect the Government's powerplant with its own generating sta 


tions, thereby greatly increasing the usefulness of the project and its tirm power 
capacity—again at the company’s sole risk and expense and at no cost to the 
taxpayer, The full benefit of this increase in firm capacity will be passed on to 
the preference customers. The company will buy and tuke into its system, at the 
Government's plant, all power which you have indicated will be allocated to 
Georgia and will deliver to preference customers in our State energy, less losse 
equivalent to the full firm marketable power available from the plant, net just 
a part of such power as you imply in your letter The company will pay the 
Government for this power whatever price the Interior Department and Federal 
Power Commission may specify and will charge the preference customers the 
sane price plus only the “bare bones” cost of transmitting the firm power to 
them. This transmission cost will be only approximately one-fourth-mill per 
kilowatt-hour. We are informed that this is considerably cheaper than any 
other electric utility has ever offered to transmit Government-generated powe! 
to preference customers. Under our proposal, the Government would retain full 
and final control over this firm marketable power at all times and would desig 
nate the preference customers who are to receive the power and the quantity to 
be supplied to each of them. The Government also would have the right to with 
draw any or all of the power at any time for its own use or to supply service 
over its own facilities to any preference customers who might request such 
service. The company also agrees to supply all present and future power defi 
ciencies of the preference customers from its own sources at the lowest price 
available under its published rate schedules. 

Our proposal has been fully examined and reexamined by the House and 
Senate committees in charge of appropriations for your department. At the 
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Senate hearing on your budget request in May 1952, Senator Cordon expressed 
the opinion that our proposal “would answer the requirements of the law 

referring to section 5 of the Flood Control Act of 1944, to which you refer i: 
your letter. Again last year, when your 1953 budget was being debated on th 
floor of the Senate, Senator George referred to our proposal as one “which wi 

comply with all requirements,’ and Senator Hayden concurred in this view 
stating: “I am certain it would comply with the iaw, as it is of the type of 
bus-bar contract heretofore made.” All of these gentlemen were thorough 

familiar with the requirements of section 5 of the Flood Control Act of 1944 
having participated in its enactment. All of them were also familiar with our 
proposal. Your interpretation of the law and of congressional policy is thers 
fore directly in conflict with the views of these distinguished gentlemen. It 
is strange that the only persons who have ever questioned the conformity of 
our proposal with congressional policy have been, not Members of Congress 
but persons in your department. You are aware, of course, of the fact that 
your department has heretofore executed contracts for the sale of power from 
Government projects which do not contain the provisions set forth in your 
letter as being mandatory under Federal policy. 

Neither in your letter, nor in our long negotiations with your department 
has it been denied that our proposal will get power to the preference customer 
in our State more cheaply than under any other plan yet devised by anyone 
in or out of Government Indeed, one of your top officials recently concede 
that the rates at which power would be made available to these custome 
under our proposal are as low as even the most ardent Government power 
advocate might hope for. Another one of your officials—incidentally one who 
has been most active in opposing our proposal—stated that in his view the rates 
under our proposal would be so low as to preclude the possibility of any prefer 
ence customer ever being able to justify asking for service directly from the 
Federal Government. This was, strangely enough, his major objection to the 
proposal—namely that, if adopted, it would make the direct sale of power by 
the Federal Government unattractive to preference customers in our State 
This is the first time, to our knowledge, that the proposal of a private electric 
utility has been condemned by Federal officials because it produces too low 
rates for power. 

There is a strong inference from your letter that our company will deliver 
to the preference customers only one-half of the firm power which is sold to 
the company from the generating plant. Such is simply not the fact. On the 
contrary, the company agrees to deliver all such power—not half of it—to the 
preference customers, less only transmission and transformation losses, 

You take exception to the fact that our proposal is made subject to the ap 
proval of the Georgia Public Service Commission. You suggest that the State 
commission might force a termination of the contract at some later date, leaving 
your Department with power on its hands. In the first place, this clause was 
inserted in our contract draft following lengthy negotiations with your Division 
of Power. It expressly provides that the contract shall not go into effect or be 
binding on the Government until and unless approved by the State commission 
‘in form and substance satisfactory to the Government.” Your fear is, there 
fore, groundless for surely you do not mean to imply that our State commission 
having once approved the contract, would (if it lawfully could) be guilty of 
such bad faith as to thereafter render its performance impossible. As you know 
our company has a contract with your Department covering the power output 
of the Allatoona project. It has been in effect since 1948, Our State commis 
sion has the same power over that contract as it would over this one, but appar 
ently no one in your Department has seriously considered that to be a ground 
for worry. We would also point out that whatever power our State commis 
sion might have over this contract, it also would have over what you have desig 
nated as a wheeling contract between your Department and our company. Yet 
your letter indicates you would not hesitate to enter into that sort of an agree 
ment with us. 

Your letter sets forth certain standards which you have promulgated for 
incorporation in wheeling contracts with private power companies. As we 
have already pointed out, your Department’s insistence that preference customers 
must be direct customers of the Government is without sanction either in the 
Federal statutes or any policy declared by the Congress. Our proposal, we 
repeat, provides every advantage to the Government and to the preference 
customers which Congress had in mind when it created section 5 of the Flood 
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Control Act. In addition, our proposal serves every lawful purpose for which 
your standards were promulgated and differs from what you call a wheeling 
contract in only one essential respect, namely, that customers historically served 
by our company shall continue to be our customers and not become direct cus 
tomers of the Federal Government. What we are seeking is protection against 
nationalization of an important segment of our business 

I am sure that a reexamination of our proposal will show that it conforms 
in every respect to congressional policy as set forth in section 5 of the Flood 
Control Act of 1944, and other applicable laws. We would welcome the oppor 
tunity to discuss our proposal in detail with you at any time. 

Sincerely yours, 
HARLLEE BrRancn, Jr., 
President 


The Georgia Power Co.’s proposed contract was brought to the attention of 
Secretary McKay shortly after his appointment and confirmation. Representa 
tives of our company and the Southern Co, met with him, and with members 
of the Georgia congressional delegation, early this year and were assured that 
the contract would be reexamined. It is our understanding that this reexamina 
tion is now under way. We are confident that this study will show that the 
contract conforms with all congressional policies and with all applicable statutes 
and that it is the most advantageous and economical plan yet devised for mak 
ing Federal reservoir power available to preference customers. 

Our draft of contract, as submitted to the Secretary of the Interior, was 
printed in full in the transeript of your committees’ hearings on Interior De 
partment Appropriations for 1953 (hearings on H. R. 7176, pp. 1174-1182) 

Therefore we offer at this time only a condensed summary of its provisions 
and estimates of the costs and receipts under its operation. Under our pro 
posal, no Federal funds will be needed for 

1. Planning, constructing, acquiring, operating, and maintaining trans 
mission and tie lines, substations, or appurtenant facilities ; 

2. Wheeling fees and rental of facilities ; 

3. Purchase of capacity and energy; or 

4. Emergency expenses to insure continuity of electric service and con 
tinuous operation of facilities. 


CONDENSED SUMMARY OF PROVISIONS OF SEPTEMBER 1, 1951, DRAFT OF DEFINITIVI 
CONTRACT BETWEEN DEPARTMENT OF THE INTERIOR AND GEORGIA POWER CO 


(a) Government assigns one-half of the total capacity and energy available 
from Clark Hill for ultimate use in the service area of the company. 

(b) Government delivers to company, firm power amounting to 70,000 kilo 
watts at approximately 35 percent annual load factor. Company pays 80 certs 
per kilowatt per month for such capacity plus 3 mills per kilowatt-hour up to 
50 percent load factor in any month, 

(c) Company supplies firming energy at such times and in such quantity as 
to maintain 50 percent load factor on 70,000 kilowatts at the reservoir project 

(d) 70,000 kilowatts at 50 percent load factor is defined as firm marketable 
power. Company sells to designated preference customers all the firm market 
able power less transmission and transformation losses. It is agreed this shall 
amount to 70,000 kilowatts of undiversified customer demand at 45 percent load 
factor on secondary side of customer’s transformer stations. The preference 
customer pays 84 cents per kilowatt per month plus 3.5 mills per kilowatt-hour for 
the power delivered on the secondary side of his transformer up to the amount of 
firm marketable power assigned to him. 

(e) Preference customers are as defined in section 5 of the Flood Control 
Act of 1944. To be eligible to receive Clark Hill power the preference customer 
will enter into an agreement with the SEPA Administrator, who in turn auth 
orizes the company to deliver a specified quantity of such power to that cus 
tomer, the aggregate of such assignments not to exceed the total available to 
preference customers stated in (d@) above. 

(f) Upon receipt of such designation, company signs a contract with the 
preference customer for his entire requirements, the amount assigned that cus 
tomer by the Administrator being billed as in (d@) above, the additional power, 
if any, being billed at the average rate resulting from applying the company’s 
regular rate for the class of service involved to that customer’s total requirement 
in that month. 
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(7) If available Government may supply to company, at Government option, 
firm power in excess of 70,000 kilowatts, at rates quoted in (Db) above. 

(kh) Government may withdraw firm power hitherto supplied to company 
under (0) or (g) above, in amounts not exceeding 10,000 kilowatts in any 1 
calendar year upon 6 months’ written notice, or in greater amounts upon 3 
years’ notice. 

i) Government supplies on-peak capacity over and above the total firm ca- 
pacity of the project to company when available, and company accepts such 
capacity in quantities not to exceed 60 percent of the firm capacity currently being 


received under (b) and ( ) above, at a price of nO cent per Kilowatt per m nth 





f 


Further additional capacity for the generation of secondary energy may be pur 
chased by company at 2 cents per kilowatt per day 

(j) Energy which may be available in any month in excess of 50 percent loa 
factor of the firm capacity currently being supplied company is defined as sec 
ondary energy Company agrees to absorb 20 million kilowatt-hours per month of 
secondary energy, at a rate of 3 mills per kilowatt-hour for the first 10 million 
kilowatt-hours, and 2 mills per kilowatt-hour for the next 10 million kilowatt 
hours, plus additional quantities at company’s option at 1 mill per kilowatt-hour 

(k) Government has the right to serve a preference customer direct upon 
request by such customer, in which event the amount of firm marketable power 
to be delivered by the company to the preference customers will be reduced 
accordingly. Since power for such service comes out of the firm marketable, 

carries with it its proportionate part of firming energy supplied by company 

(l) Company is given the right to schedule the delivery of all power currently 
assigned for use in company’s service area, within the requirement of the Corps 
of Engineers as to release of water, etc. Should company scheduling result in 
project generation being insufficient to supply capacity and energy reserved or 
withdrawn by the Government in accordance with (i) above, or the company’s 
pro rata share of energy required in the operation of the project company 
supplies the deficiency on exchange basis 

(m) Energy to increase to 50 percent the load factor of project firm capacity 
assigned for use outside company’s service area, will be supplied by company 
when, as, and if available, at the incremental cost of such energy to the company, 
plus 15 percent for losses, plus 1 mill per kilowatt-hour. 

(n) Contract is for a term of 15 years after the date of initial delivery of 
power from at ieast 1 generating unit, and may be sooner canceled be either 
party upon 3 years’ advance notice. 





Markup by Georgia Power Co. for delivery of power to preference customers 
under the definitive contract draft of Sept. 11, 1951, between the Department 
of the Interior and the Georgia Power Co. for Clark Hill power 


Annual cost of firm marketable power: 
Capacity, 70,000 kilowatts, at 80 cents per kilowatt month . $672, 000 
Knergy, 306.6 million kilowatt-hours, at 3 mills te dtulinn 919, 800 
(Includes 269.1 million kilowatt-hours purchased from Govern- 
ment and 87.5 million kilowatt-hours furnished by company) — 1, 591, 800 








Annual gross receipts from preference customers for firm marketable 
power : 
Capacity, 70,000 kilowatts, at 84 cents per kilowatt-month : 705, 600 
Energy, 275.94 million kilowatt-hours, at 3.5 mills (Equivalent 
to 306.6 million kilowatt-hours less 10 percent for transformation 
and transmission losses) 965, 790 


1, 671, 390 

Thus: The markup will be $1,671,390 minus $1,591,800, which is $79,590, or 

5 percent. This barely takes care of the actual cost and does not provide for any 
profit to the company either for firming Clark Hill power, or for the use of the 
company’s transmission and transformation facilities and other services required 
to deliver 275,940,000 kilowatt-hours of energy to preference customers in its 
service area. This is only slightly over one-quarter of a mill per kilowatt-hour. 
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Estimated annual receipts by Government for the of Clark Hill power which 
is assigned for use m the service are of the Georgia Power Co. (based on 
normal hydro year) 
Firm marketable power from Clark Hill: 
700,000 kilowatts, at SO cents per kilowatt-month S672, OVO 
269.1 million kilowatt-hours, at 5 mills (see note 1 below) SOT, 300 
Peaking capacity, 42,000 kilowatt-hours, at 50 cents per kilowa 
month ; 252. 000 
Secondary energy : 
15.05 kilowatt-hours, at 3 mills 135, 150 
20.45 kilowatt-hours, at 2 mills 10, 900 
15.4 kilowatt-hours, at 1 mill 1D. 400 
Use of generators as condensers LO, OOO 
Total payments to Government by Georgia Power Co 1, 982, 750 
Notre 1.—The 269.1 million kilowatt-hours is increased to 306.6 1 
by energy supplied from Georgia Power Co. systen 
Under our proposal: 
1. The firm marketable power available to preference customers would be in 


creased to the maximum amount possible by the complete integration of Fed 
reservoir projects with the far-flung system of steam and hydro plants of 
company and its affiliates. 


2. The Government would control the designation of preference customer 
receive the power and the rates at which they would p hase 

3. The preference customers would receive all, not mere a part, of the fir 
marketable power available from the project 

4. The Government would have the right to withdraw power in any amount 
to serve preference customers who might wish to purchase power direct fro 
the Government. 

5. The Government would be assured a market for all secondary powe nd 


peaking capacity from its reservoir projects and at firm prices 

6. The company would receive only slightly more than one-quarter of 
per kilowatt-hour for the use oi its transmission and transformation 
and other services required to deliver the power to the prefe nee custeme 
This is the lowest cost for transmitting Government power ever proposed 
our knowledge. 

Since the Georgia Power contract meets both the spirit and the letter of ever) 
requirement of section 5 of the Flood Control Act of 1944, and confo s in ever 
respect to the policies recently suggested by officials of the Interior Department 
and by members of the Appropriation Committees of the Congress, it is respect 
fully submitted that there is no justification for SEPA’s requested appropriatior 
for the planning, construction, acquisition, operation, and maintenance of tran 
mission and tie lines, substations and appurtenant facilities, or for the purchase 
of power, or for the rental of facilities, or similar activities in our service a 
We also submit that SEPA’s previously authorized continuing fund is unnecessa 
and should be revoked. 


REQUEST FOR PLANNING FUNDS 


Mr. Brancu. Mr. Chairman, I would like to state that I am aware, 
as the chairman has indicated, that there is at the moment no proposal 
pending before you for transmission lines or other facilities in the 
State of Georgia. There is, however, in the proposals of the Depart 
ment of the Interior, a request for an appropriation of $100,000 for 
planning funds, and there is presently in existence, not heretofore 
utilized, a so-called continuing fund of $50,000, which was granted 
to the Southeastern Power Administration in the year 1951 in the 
Interior Department Appropriation Act, 1952. 

The proposal which the Georgia Power Co. has made to the De 
partment of the Interior, and which I would like to discuss for a few 
moments this afternoon, would, in our opinion, render wholly un 
necessary any of the expenditures to which I have referred. And for 
that reason, and the further reason that the chairman has indicated. 


32224—53—pt. 2——2 
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| think perhaps it will be a matter of concern and interest to this 
committee. 

In our previous appearances before this committee and before the 
subcommittee of the House Committee on Appropriations we have 
described the electric-power facilities of the Georgia Power Co., as 
shown on the map which is displayed on the end “of the committee 
table. We have also fully explained the proposal of the Georgia Power 
Co. and its associated companies of the Southern Co. system for the 
purchase and delivery of Federal reservoir power to rural electric 
cooperatives and other preference customers in our service area. 


BENEFITS FROM PROPOSAL 


We have asserted, as some of you will recall, and I do not believe 
it has been, or can be, successfully contradicted that the plan proposed 
by the Georgia Power Co. and its associated companies will make 
available the benefits of Federal reservoir power to a larger number 
of preference customers, over a wider area, in greater quantities, and 
at a lower cost, than any plan ever devised in or out of Government. 

[ wish to reassert that claim for our proposal here today and to say, 

I have just said, that I do not believe it can be successfully 
contradicted. 

We have continued to subject our proposal to the most detailed 
scrutiny and analysis, both within and without our company. The 
more we study it, the surer we are that it is the most advantageous 
proposal from the sté indpoint of the Federal Government, the general 
public, and the cooperatives and other preference customers, ‘of any 
plan yet suggested. 

Since the detailed provisions of our plan were placed in the record 
at earlier hearings of the Senate and House committees, I shall not 
undertake to repeat them at this time. 

Senator Krucorr. Could I ask you a question at that point? 

Mr. Brancu. Yes, sir; you most certainly can. 


PURCHASE OF RESERVOIR POWER FROM GOVERNMENT-OWNED DAMS 


Senator Kirgore, What that contemplates the purchase of is what 
you might call reservoir power from Government-owned dams at a 
certain price? 

Mr. Brancn. That is correct, sir. 

Senator Kiteore. Could you give that figure, if you reimbursed the 
Government dollar for dollar, on the cost of those dams, and the cost 
of the various other installations incidentally? Now, I am telling 
you something, and I am explaining my question. I am constantly 
subjected to criticism about the question of that power, because, 
frankly, it militates against the States of Virginia, West Virginia, 
Maryland, I ennsylvani: 1, and various other States. And I am just 
wondering if that is a cheaper power, or if some other way could be 
devised to get cheaper power. Because in my State I am fighting to 
get a cheaper way to produce the power, without those dams. 

If you had to put a bond issue in to pay off the complete cost of those 
dams and things from which you get the power, and the cost of all the 
other installations incidental thereto, could you furnish that power 
more cheaply? Because we find that industries leapfrog down into 
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your area to get your cheap power. And you can understand what a 
Member of Congress, of either House, faces in that. It is not a ques 
tion of you just talking about cheap power here. It is a question 
of you talking about cheap logical power. 

Mr. Brancu. Senator Kilgore, let me undertake to answer your 
question in this way, and if I do not answer your question, please let 
me know. 

Government cannot, in my opinion, build the generating facilities 
for producing electric power any cheaper than a private electric 
utility can build them. 

Senator Kircore. Well, we will not disagree upon that point. 

Mr. Brancu. That is right; provided both Government and the 
private utility pay the same items of cost. The Federal Government 
or any other tax-exe mpt agency can generate and transmit power 
cheaper than a nonsubsidized sleckris utility, only because of the sub- 
sidies it enjoys. 

Now, there are certain projects upon waterways, I am getting now 
to the river projects, there are certain projects upon rivers which 
cannot be economically justified if the only consideration is their 
electric-power potential. 

However, some of these projects—and I want to say parenthetically, 
by no means all of them—do have other advantages which are pe- 
culiarly a matter of public and governmental concern, and which no 
private enterprise could justify supplying; such, for example, as 
né ivigation improvement, and suc h as flood control. There are others 
which have been mentioned in connection with so-called multiple 
purpose projects. Those Tals must be evaluated from the Govern 
ment standpoint in terms of public service. And, of course, they 
should be evaluated on a sound and not a fictitious yardstic Ik. 

If they are so evaluated, undoubtedly there are some projects on 
waterways which the Federal Government can afford to build, and 
which no private utility could afford to build. Those projects being 
constructed for one or the other of those justifications, and having 
within them also the inherent capacity to generate power incidental 
to those purposes, makes it possible for the Federal Government to 
allocate the costs of the project between the several purposes, to the 
end that, perhaps, the cost of generating electricity at the project is 
less expensive than if the project had to be paid for, and justified 
solely on an electric-power-project basis. 


BLUESTONE PROJECT CITED 


Senator Kireore. All right. An illustration of your thesis would 
be, say, the Bluestone project in West Virginia, which caused what 
we might call a floodtide in the river when the peak was turned, ham- 
pering the industry in the valley, which was overcome by what they 
were faced with. And that could also be illustrated by the dams in 
the West, in which you have, say, irrigation projects attached thereto, 
and other things of that nature. Those would be the illustrations in 
which the Government would have, shall we say, a fictitious basis, or 
not a fictitious, but a service basis, on which they could expend more 
money on a dam than a private company looking only to power could 
afford to expend. Is that right? 
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Mr. Brancn. I would have to say that as to particular projects out- 
ide of our service area, I would have to take your word that they do 
so illustrate. I am not familiar with the Bluestone or the other 
projects you mentioned. 

Senator Ku«ore. In things of that kind, where the Government 
seeks to take care of, shall we say, public convenience, for the general 
public, in addition to taking care of a certain amount of power pro- 
duction, incidental thereto, you would have to assess the cost of the 
dam partly to power production and partly to, shall we say, public 
convenience or public safety. Is that right? And that is the basis 
of your entire talk, on that. Is that not right? 

Mr. Brancu. Yes, sir. As I have said, Senator Kilgore, there are 
unquestionably such projects as those you were referring to. Whether 
L parti ular proje ct, say the Bluestone project, or the others to which 
you parti ‘iiss refer, would be so justified, I cannot say without 
having studied it. 

What I am trying to say is this: that I think those justifications 
have been imaginary in some instances and have been realistic in 
others, and that each project must ultimately be weighed on the basis 
of a true and accurate yardstick. 

Senator Kincorr. Of course, we have before us now, or rather we 
have discussed, the Hells Canyon Dam in the Northwest in which the 
power companies want Hells Canyon for power purposes, and with 
much less money they say they can produce equivalent power, and 
the Government agencies say they want to spend more mone y in there 
and get better flood control and the y want to spend more money for 
reclamation purposes in there, and all cannot be ch: arged up to public 
power. Is that right ¢ 

Mr. Brancu. I know only what I read about the Hells Canyon proj- 
ect. I must say that I do not know whether the Government can 
build into that project more than what the privé ate utilities offer, be 
cause Iam not at all familiar with it. But I will say that there have 
been projects in our own service area, where our own company, for 
example, has offered to duplicate every facility offered to be built in 
the project by the Federal Government, and our estimates have in- 
clicated that we could do it for an appreciably lesser amount of money 
than intended to be expended by the Federal Government. That 
may be because they put more trimmings in them. 

Senator Kirgore. May I ask you a question ? 


ECONOMICAL USE OF HYDROELECTRIC ENERGY 


Is it not true that in the use of arenapawes, the way you get the 
most money out of hydropower is in what we call peak load? Be- 
cause all you have to do is turn a eS yes step your power up; where- 
as if you try to use a steam plant, you have to keep the steam up all 
the time. And you can actually build a steam plant cheaper. But 
it costs a little more, possibly, to operate it if you use it just for peak 
load, whereas the hydro is a marvelous peak-power proposition. Is 
that not right ¢ 

Mr, Brancu. There is no question that hydro can be economically 
used for peaking purposes; but also for reasons other than the one 
you mentioned. ‘That reason undoubtedly exists. If you have a hy- 
dro project, the very fact that you have limited power potential, due 
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to the restricted quantity of water, may suggest that its economical 
use could be as a peaking plant. 

Senator Kirgorr. Well, but that is what I am getting at. 

Now, if you try to use that same hydro dam for constant power, 


you would get much less power. Is that not right / Much 
power than if you use it for peaking purposes ¢ 
Mr. Bran u. After you once use all the water in the reserve 
either for peaking or for around-the-clock generation, you are through 
generating power at that project, until you get another rain. 
Senator Kineorr. That is the point I am getting at. Because you 


will impound a certain amount of water, and the best thing to do is to 
use it when it can be most efficiently used. 
Mr. Braneu. I think you and I would agree 
Senator KILGORE. Therefore, you would have to put, ay, a iti 
£ ] 


dam below, or something else, to regulate the flow of the river—at 
least, that is what the power ¢ engineers have informed me in the past; 
L, mean the priv: ate power engineers and that with reference to the 
use of dams for peaking power, if you e xpected to maintain a regula 
flow you would have to have another dam below it to regulate that 
flow down the river. 

Mr. Brancn, Assuming you have to have a certain minimum flow 


downstream for pu rposes of navigation or othe purposes, and assum 
ing that you are going to use your bard plant intermittently for 


peaking purposes, you are correct, sir. You would have to regulate 
the flows by some device downstream. 

Senator Kitgore. Of course, my thought arises from the fact that 
the only dam of any size we have is the Bluestone Dam, and we were 
seriously handiec: ap ped with an ebb and a hight tide flow in the 1 ver, 
because the big chemical plants and metallurgical plants, which 
water to cool materials, were seriously handicapped at the ebb of the 
river, When it got down, and they just could not operate that way, a1 nS 
in some way we had to find a way to given them a constant flov 

Mr. Brancn. Well. you will find the same thing in any power sys 
tem where you have power dams. Their most economical use is in 
combination with, or integration with, steam electric generating 
plants, the hydro plants supplying r some of the peaking capacity for 
short periods and the steam plants carrying what is know1 is the 


base » load. 


ADVANTAGES OF GEORGIA POWER CO. PROPOSAI 


It is beeause the a if the Georgia Power Co. and its asso 
iat companies would afford the most complete and extensive inte 
eration of all Federal reservoir projects in our area, with all of the 
far flune steam facilities of the Georgia Power Co. and its associated 
interconnected system, that we say it is a most advantageous proposal 
from the standpoint of anv one entitled to the ber its of Fede 
power, ; 

There are, of course, other reasons, which I have indicated 
make it most advantageous 

I hope I alee’ your question. I want to say in further answer 
to it, and I would like to s ay to you, Senator Kilgore, and to the other 
ge ntlemen of this con mittee, that the ( Georgia Power Co. has histor 

cally supported and not oppor ed river developments of the character 
thai vou are talking about wherever it could not economically justify 
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them as a private enterprise and where there were legitimate justifica- 
tions for them under the multiple considerations of Government con- 
struction. 

Senator Kirgore. May I say to you I am not fighting with you, but 


I wanted to bring out some of those details into this record so that the »V 
could be well understood. Because the question of public and private ‘ 
power in this country has a tremendous effect upon the industrial { 
development and the industrial spread of the whole country. And . 


also, I wish you would elaborate just a little bit on one point you made, 
on the question of tax exemption and things of that kind. Because I 
have been hammered over the head constantly by those points. 


TAXES 


Mr. Brancu. Well, I will just give you a simple illustration. I am 
not undertaking to indicate that there is any such project under con- 
sideration, or as to whether it is to be authorized or not, and I don’t 
want to be understood as tilting at windmills. But what I had in 
mind is this perfectly obvious thing, that the first 20 percent of the 
gross revenues of my company goes to the payment of taxes. 

Senator Kiicore. Let me ask you: Is that Federal, or State and 
Federal ? 

Mr. Brancn. That is both, predominantly Federal. 

Senator Kricorr, What goes to Federal? Because we can only cure 
Federal situations. 

Mr. Brancu. I will have to give you an approximation, but I would 
say approximately three-quarters of that goes to the Federal Gov- 
ernment. 

In 1952 the Georgia Power Co. paid $16,830,435 in taxes, the greater 
portion going to the Federal Government. The State and local taxes 
were $4,243,403 in the year 1952. 

What I was trying to say is: pane us from those taxes, if you 
could, which of course you can’t, put the same tax burden on a 
public agency, and it is my senbidenel judgment, sir, that we would 
generate and sell electric ity cheaper than they can. 


POWER TAX 


Senator Kizgore. The statement was made to me by representatives 
= private power, when a plant was contemplated in West Virginia, 

1 which it was contemplated to integrate the plant for production 
with the plant for power. And it was stated that they could save a 
considerable sum of money by having the plant produce its own power, 
so that it would not be subject to a special Federal power tax. Now, 
what is the power tax? 

Mr. Branon. That undoubtedly must have been in the year 1951, 
when there was a 3 percent Federal excise tax on electric ity. 

Senator Kucorr. That has since been removed ? 

Mr. Branen. Yes, sir. That has since been removed. 

Senator Kiiegorr. Thank you. 

Mr. Brancn. Since the detailed provisions of our proposal were 
placed in the record at the earlier hearings of the Senate and House 
committees, I am not going to undertake to repeat them at this time. 

Senator Corpon. They are included in the statement which has been 
filed for the record, Mr. Branch ? 
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Mr. Brancu. Not in the same detail in which they were presented 
last year, but they have been summarized in the written statement, 
and your previous hearings will indicate the full details of the 
proposal. 

If the committee should be inte eee in any parti cular aspect of 
our proposal, or the technicalities of its apple ation and operation, 
then the two gentlemen who are here w ith me are thoroughly familiar 
with our proposal and will be pleas sed to answer your questions. 

I would like to present them, Mr. Chairman, at this time, and 
introduce them to the committee. 

They are Mr. Charles A. Collier, seated at my right, a vice president 
of the Georgi: . Power Co. who has represented our company in negotia 
tions with the Southeastern Power Administration and the Depart 
ment of the Interior from the very beginning, and that goes back 
many years; and also, Mr. Don E arly, who is seated here, manager 
of our interconnected Southern Company power pool, who has made 
many of the technical studies in connection with our proposal, and 
who would be responsible for integrating Federal projects with our 
own hydro and steam plants in the event our plan should be adopted. 

With your permission, I will call on them to answer any technical 
questions, if such questions should be propounded. 

Senator Munpr. Mr. Branch, this is not a very technical question. 
I am a new member of this committee, and I am not very familiar 
with the project. 

Does it involve, in addition to transmission lines, the construction 
of a reservoir on the river? 

Senator Corpnon. I think, Mr. Branch, for the benefit of the com- 
mittee and for the purpose of exploring this matter further, it would 
be helpful if you would summarize your plan, your offer to the Gov- 
ernment, with respect to that portion of the hydroelectric power 
generated at Clark Hill Dam, which is, by the Government, allocated 
for distribution within the State of Georgi: L. 

Now, there are one or two members at least of the committee who 
have not, Iam sure, had an opportunity to refresh their memories from 
last year’s hearings, and consequently will not be able to follow the 
questioning unless they understand what your plan is. 


LOCATION OF DAM 


Mr. Branon. Mr. Chairman, I will be delighted to undertake a 
brief orientation. 

Gentlemen, before you is a map of the State of Georgia. Its north- 
ern and eastern boundary is formed by a river known as the Savannah 
River. That water constitutes the boundary between the State of 
South Carolina and the State of Georgia. 

Located on the Savannah River is a reservoir project known as Clark 
Hill. 

Senator Corvon. Approximately how far upstream from the mouth 
of the river? 

Mr. Branou. The mouth of the river is at Savannah. Senator Cor- 
don, I would have to guess, and I would say it is about 150 miles up- 
stream. It is a short distance above the city of Augusta, Ga. 
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Senator Corpon. And the river at that point is the boundary line 
between the State of Georgia, south and west of the boundary, and 
he State of South Carolina, north and east? 

Mr. Brancu. That is correct. 

Senator Corpon. And the dam spans the river, having one abut 
ment in Georgia and the other in South Carolina ? 

Mr. Brancn. That is correct. 

The project has been largely completed by the Army engineers 

sofar as dam and spillway sections are concerned. The powerhouse 
tructure also has been largely completed. The project will ultimately 
nclude seven 40,000 kilowatt generators. Two of those generators 
are now in service, the first having gone into service near the close of 
1952, the other more re ently. Others of the 7 units are scheduled 
for installation and service at intervals of 3 to 4 months each. They 
may be somewhat expedited or somewhat delayed depending upon con 
struction problems. 


ALLOCATION OF POWER TO STATES 


We have been informed—and I assume that it is correet—that the 
Department of the Interior proposes to allocate one-half of the ca 
pacity and energy at the Clark Hill project to the State of Micienia 
and one-half to the State of South Carolina. Being a hydro project, 
t has, for the reasons that Senator Kilgore’s questions have already 
de eloped, a limited amount of power available. Its maximum power 
“ si be, in our opinion—that is, maximum merchantable or usable firm 
power—greatly increased through integration with the farflung sys 
tem and with the steam plants and hydro plants of our own company 
and the associated companies to the west and south known as the 
Alabama Power Co., the Gulf Power Co., and the Mississippi 
Power Co. 

Senator Corpon: To the west? 

Mr. Brancn. Yes, sir; to the west and to the south. 


EFFECT ON PORT OF SAVANNAH 


Senator Kincore. May Laska question? At the mouth of that river 


we have the port of Savannah. If that were peak power, what effect 
camaiall | that have on the port of Savannah ? 

Mr. Brancu. Below the Clark Hill Dam and eady in existence, 

having been in existence for many years, is aoe lectrie proj- 


ect, privately constructed, known as the Stevens :C reek plant. I be- 
eve it is the consensus of engineering opinion that the Stevens Creek 
project will serve partly as a reregulator in the manner in which you 
previously asked. 

Senator Kincorr. So that the change there will not affect the water 
Ho the port of Savannah? In other words, the lower dam would 
really control the water flow ? 

Mr. Brancn. It will control the water below it, but the 2 dams will 


by oO Opt rated, according to the plans of the Army engineers. as to 

provide a constant navigable channel below Augusta, and I believe it 
(-foot channel. 

Senator Kinteorr. You must realize that the port of Savannah 


rt t Dol the Say wil ah River. Part of it harbor facilities and 
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some of the port facilities of Savannah are up the Savannah River 
from the coast. 

Mr. Brane iH. There is ho questiol of that. Chey ar p the rive! 
trom the city, and the ity of Savannah hes back, as a protect d port 
on the river. 


BASIS FOR POWER ALLOCATION 


Senator Youna. On what ba power allocated to Georgia and 
South Carolina? Are there preference customers / 

Mr. Brancn. The power would be allocated under section 5 of the 
Flood Control Act of 194 b. wh ( ly Wil ;enacted | »\ the Hou 2 and een 
ate. It would be allocated fi h priority to preference customers 
in these two States, that is. to the REA e ops, publ c agencies, Munk 
palities, and the like. And for the reasons I will indicate, it will 
be more than completely consumed by those agencies 

As between the 2 States, I think the Depart nent of the Interior 
has a sumed that Silice the rivel 5 i bourne ry rive! | would 
propriate that the power should be allocated equally between the 2 
States. 

Senator Kincore. Is it not a fact that under the law the eastern 
boundary of the Savannah River is the boundary of South Carolina ?¢ 
I am speaking of historical boundaries 

Mr. Brancu. That is right. I believe the eastern boundary of thi 
river in its meanderings was the historical boundary between ‘the two 
States. There has been some dispute even in the Supreme Court ove 
the boundary line, and I believe it is described today as the easter! 
thread of the easternmost part of the river, al ind nthe. 
being taken to be the territory of Georgia. 


He ip 


Now, the river moves not only up and downstream, but 1 


down our way sometimes have the habit of moving sideways, so thx 
channel is not always in the same aoa not even on this magnifi 


river. 


OTLILER POWER PROJECTS LN KI 


Does that orient yol h point of space ( We are her talking par 
ticularly about the Clark Hill project, but I would call the commit 
tee’s attention, as the Chairman and certain other members of the com 
mittee will recall fron earlier years, that we are 1n effect talk ne not 
about the Clark Hill project alone. There is, at a point approxi 
mately 35 miles north of the eapital Georgia, which is Atlanta, a 
project known as the All atoona Pp royect, already fully ompleted and 
in service, That is l Feder: il re ervol project, the total output of 
which has been from the beginning purchased and distributed by the 
Georgia Power Co. We are talking about that project also. We 
are also talking about a project near Buford, Ga., where the Buford 
Dam is now in course of construction on the C} ittahoochee River 

We are talking also about a dam known Jim Woodruff Dam. 
You will hear more about it from the F lied da P ower Corp. and Gulf 
Power Co. people. | at the southern boundary ¢ f Georgia 

And what I am trying to say to you is: Our proposal has 
submitted as an effective and economic solution for the distribution 
of power from all of those Federal reservoir projects, or any others 
which mAay he built 1 our State. to the end t} at 1] Georgia it least 


peen 


there will not be a public-privat power controversy 
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So, while we are giving particular attention at the moment to Clark 
Hill, the proposal contemplates including all Federal projects, if the 
ederal Government so desires, 

Senator Corpon. Is there not another authorized project up the 
Savannah River toward Clark Hill? 


HARTWELL PROJECT 


Mr. Brancu. There is. There is a project to be constructed, and 
our proposal contemplates it also. I should have mentioned it. It 
is the Hartwell project, farther up the river. The project has been 


authorized but I do not believe any contract has been entered into 
for its construction. 

Senator Munpr. Are both of those dams what you call multiple 
purpose dams, or projects ? 

Mr. Brancu. Senator, I can only say they have been authorized 
as multiple purpose projects. I don’t seek to go behind the determi 
nation of Congress or the Army engineers. 

Senator Corvon. Now that you have given us the geographic loca 
tions, What, in a nutshell, is your plan with reference to the disposition 
of the power ¢ 


POWER FURNISHED TO REA COOPERATIVES 


Mr. Brancu. At every one of the green dots on this map—and 
you counted them, there would be 190 of them—scattered over the 
territory of the State of Georgia, the Georgia Power Co., our com 
pany, either directly or through its interconnections with the oe 
Power & Light Co., a wholly inde pe ndent subsidi: ary of the Florida 
Power Corp., oper: iting in southe f J Georgia, IS pre ently furnishing 
all of the power requirements of REA cooperatives and wholesale 
municipalities having their own " distribotien systems. They have 
grown, and they are flourishing, these REA cooperatives, on the cheap 
power rates and on the service extensions which our company, out of 
a sound and enlightened program, we think, of cooperation has pro- 
vided from the beginning. 

Now, I hasten to say that we do not begin to claim credit for the 
magnificent development that they have accomplished, but we have 
been happy 4 have participated in it. We have supplied their power 
at rates far below the average rate of power generally available to 
electric cooperatives in America, nesrly 2 mills per kilowatt-hour, as 
I recall, less than the average power cost to municipalities and REA 
cooperatives, even including those supplied by public power 
enterprises. 

Senator YounG. What is your average cha irge to REA cooperatives ? 

Mr. Brancu. Less than 634 mills per kilowatt-hour. Some of you 
gentlemen from other sections of the country will be amazed at that. 
It is approximately 114 mills per kilowatt-hour less than the national 
average, for all power purchased by REA cooperatives. 

Gentlemen, what I was about to say is that in the Clark Hill project, 
and the Jim Woodruff project and the Buford project, in all of the 
projects that have up to now been authorized for development by 
the Federal Government, there is an inadequacy of power to supply 
the present needs of the preference customers. 
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As a matter of fact, if we assumed the completion of every author 
ized project in Georgia, according to the present plans, between now 
and December 1960, and if we assume a growth in the loads or de 
mands of the preference customers in our service area as they have 
been customarily growing, then the total power available from all 
these projects would be suflicient only to supply approximately 75 
percent of the needs of the REA co-ops in our service area alone. And 
if you include the municipalities in our service area who are also 
preference customers, then it would supply less than 40 percent of 
their combined power requirements. 


PUBLIC-OW NED GENERATING PLANTS 


Senator CorRDON. Mr. Branch, do any of the public bodies renerate 
any of their own power ? 

Mr. Branen. Yes. There is at Crisp County, just south of Atlanta, 
a project known as the Crisp County project, near Cordele, Ga. That 
is a county-owned hydroelectric project on the Flint River. They 
constructed that project some years ago. We have completely inte 
grated it with our system, to the advantages that I am trying to tell 
the committee flow from such an integration, and it is today operated 
in conjunction with our system. There has never been any friction, 
and they have, by virtue of that integration, obtained the maximum 
benefits out of the plant. We supply their additional requirement 
out of the Georgia Power Co. system. 

There is a plant at Thomasville, Ga., which has about 7,500 to 10,000 
kilowatts of steam generation. We are now negotiating with them, 
and with the Georgia Power & Light Co., our nonafliliated friend 
to the south of our own territory, to the end of supplying any add 
tional needs for power that Thomasville may have. 

What the final decision on that will be, I am not able to say at 
this time. 

Senator Corpon., Now, youl plan , 


GEORGIA POWER CO, PROPOSAL 


Mr. Brancn. Answering the Chairman’s question, “What do we 
propose to do?”—our answer is this, gentlemen, and TI will put it in 
its simplest terms. We sav to the Federal Government. we vy to 
you as the legislators for the Federal Government, that the Federal 
Government has seen fit to build this Clark Hill project on the Savan 
nah River and these other projects. It has invested millions of 
dollars in the projects. The cost of them must be amortized. We 
will buy at the project every bit of the power that may be available 
which the Federal Government may see fit to allocate to our terri 
tory. We will take that power, feed it into our system, integrate it 
with our own facilities, to the end that the merchantable or market 
able firm energy, around the clock energy, available from the project, 
will be materially increased. We will then transmit, over our own 
facilities, without a penny’s cost to the taxpayer, the equivalent of 
that power to whatever preference customers in our State that may 
ask for the power and mav be found by the Federal Government to 
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be entitled to it. We will buy the power at the project at whatever 
price the Federal Government may set on it. The price is entirely 
up to the Federal Government, in conformity with your instructions 
as set forth in the Flood Control Act of 1944, to do it on a business-like 
basis and ere to the ultimate approval of the Federal Power Com 
mission. But whatever price is set—and they can make it as high 
as they want or as low as they Want, as long as they conform v ith 
your directions, but whatever price they set on it, we will buy it at 
the project. We will give them a ready-made market for it. We 
will make the equivalent of the firm marketable power available to 

preference customer on the western boundary of our State or on 

ie southern and southwestern boundary of our State, hi ndreds of 
miles away from the project. We will make it available to him 
istantaneously just the same as if his co-op was in the very shadow 
of the project. We give them the benefit of our present facilities, 
more than $300 million worth of facilities, now in place. 


DESIGNATION OF DELIVERIES BY FEDERAL GOVERN MEN’ 


We will take the power at the project, at the cost set by tne Fed 
l i] (,overnment. We will deliver its equivalent to customers desig 
nated by the Federal Government, giving the Federal Government, so 
that no one can ever charge an effort to monopolize, the right to re 
erve or withdraw any portion of the power at any time for its own 
ieeds, or to supply the needs of any preference customer that may 
hereafter seek to have.the power supplied to it direct. 

We will transmit an equivalent of every bit of the firm marketable 
power available in the project after integration with our system. We 
will transmit that power and deliver it to preference customers at 


every one of the 190 delivery points. And we will charge for that 
absolutely no profit whatsoever. We will handle it at actual handling 


cost, after computing with the Federal Government the line losses 
and transformation losses that inherently occur whenever you trans 
mit electricity. 

Having deducted those losses we will then charge only the actual 
handling cost, without any profit to our company or its affiliated com 
panies whatsoever. 


CONTRACT WITH INTERIOR DEPARTMEN'I 


We have negotiated a definitive contract with the Department of 
Interior on that predicate. And I say to you gentlemen who are 
not already _ sae as the chairman is, with the proposal, that the 
cost of power toan RE A co-op at any point in our service area, or to 
any othe ir prefe rence customer, W ill be the cost at the proje adjusted 
for losses, plus only approximate ‘ly one-quarter of a mi ill na kilowatt- 
nour for handling charges. That, sir, compares, under the so-called 
andard wheeling contracts in effect elsewhere in the Nation, and 
atone by the Department of the Interior’s agency, Southeastern 
Power Administration, with charges of from 1 to 114 to 2 mills per 
kilowatt-hour. Weare offering to do this service for a mere pittance ; 
for far less than the transmission and delivery cost under other pro 
posals, 




















INTERIOR DEPARTMENT APPROPRIATIONS 


My attention has been called to another important matte! 
I told you there would not be eno oh power, evel after it 1s { 


up with our system, to supply more than approximately 75 perce 


the needs of the co Ops O1 less than 40 percent of the total needs « 
co-ops and municipalities. ‘Those people have to have power a 


time, hot LO pet ent of the time, and they have to have enough to meet 


their requirements, not 40 percent of their requirement 


SALE OF POWER TO COOPERATIVES AT LOW COS 


so our company Is saying to these people whom we have hist 
served and who, in the majority, are consci of the close and m 
ally helpf i] progran ; that we have mMaugul ited we have 


them. “We will stand by with our facilities to upply anv ceficien 


j 1 


which you may have, after you have fully utilized the firm Fe 


] ] 


reservoir power available in the area, and we w l| Supply the 


I 


pty 
ciency out of our own generating facilities. And in order that 1 


f 1 
} 
| 


the 


! 


defi 


may 


come to you at the lowest possible cost, In computing your rate, we W 


t 


assume that you took not only a part of your power, but all of yo 


power, out of our system, thereby enabling you to earn the 
possible rate,” ( 
be at the very lowe 
and will reflect in total every conceivable benefit from Federal 
voir power, plus. 

Now, you may ask, “Well, why are you willing to do that ?” 


We are the only utility that I know of that » to this ite 


other preference customers Ww 1] continue to 


than some of our good friends who have sti lied our proposal and 


As a result the total power »f tnese ¢ oop ratives 


now indicated their willingness to operate under a plan similar 


has ever made such a proposal. And we did it for three r 


briefly. 


Ww 


First, we made the fundamental decision that we had started 


1936 with a committed program, that where we could not build 1 
to provide electric facilities for the people of our State, we woul 


stand in the way of someone else building them. And so we 


historically cooperated Ww ith the Rural Electrification Adm { 
and every public and private agency. 


EFFECT ON ECONOMY OF AREA 


We said, therefore, that “If there are any projects whicl 
nomicall 


\ be justified by the Governme it, W 1 we cannot just 
and I will call your attention to the fact that we 


} . | 
ive developed 1) 


ous hydrosites on the rivers of Georgia—"v ew il] -ee that that nower 
cl 


from such projects, gets to the people of Georgia who may be entit 


1 


to 1t at the lowest pos ible « ost, and with the maximum benefits 


a } ] 4 } — 
will ao that, because to do so. While we may not make a 


© 1 . 
to nevertheless improve the economy of the area, and we, like a1 
citizen, will share in the improvement of our statewide economy 


We have said also that it would avoid what has devs loped in ¢ 


areas, an uncomely conflict between public and private power. 


see no reason for such conflict. We have avoided it un to date. 


except for the recent agitation by the Southeastern Power A¢ 


tration and ome of its close frends, there would be no col fl { 


State of Georgia today There is no substantial. overt conflict. 


em ie 


\\ 
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are trying to minimize any conflict; therefore we are willing to take 
all of the profit out of the transaction, on the basis that the other 
values are more lasting and substantial. 


SOUNDNESS OF PROPOSAL 


Now, that is the simple truth of it. We made it. Many people could 
not believe that such intentions and such motivations could exist. 
They have been studying the plan since we formally submitted it on 
March 24, 1950, just a few days after the Southeastern Power Ad- 
ministration, was established. 

And I want to submit, sir, that nobody has ever successfully found 
any flaw in the proposal. 

I don’t mean that some haven’t suggested that there must be some- 
thing ulterior in it. We have subjected the plan to every scrutiny. 
We have gone further than that, and we have said over and over again 
to the authorities: If that proposal as presently negotiated in a 
definitive draft of contract with the Division of Water and Power of 
the Department of the Interior, does not do everything we say it 
will do and is intended to do, you tell us where it fails; for it is 
our purpose that it should do so. And we stand ready to make it 
do so. 

That is not very brief, but that is the proposal that we have made, 
and which has been available for acceptance by the Federal Govern- 
ment since September 11, 1951. 

Senator Corpon. If we may assume, Mr. Branch, that there has 
been an allocation of costs at Clark Hill, and a determination made as 
to the portion of the capital investment there allocated to and to be 
reimbursed from the sale of hydroelectric power, and may further 
assume that the allocation was based upon substantially the estimated 
allocation percentages as set forth in the report of the Corps of Army 
Engineers at the time that the project was brought to Congress, can 
you advise the committee as to approximately what the delivered 
power rate would be to the public bodies of the power which you would 
purchase from the Government and the equivalent of which you would 
deliver? 

Mr. Branen. Yes, sir. 


RATE COMPUTATION 


Under our proposal we would pay for Clark Hill power at the 
project approximately 514 mills, a kilowatt-hour. That is firm mar 
ketable power, I am speaking of, at the project. 

There would then be a deduction for transmission and transforma- 
tion losses. And we will deliver that power, after netting for such 
losses, and after charging approximately one-quarter of a mill a 
kilowatt-hour for actual handling cost—we will deliver that power 
to the preference customers, wherever they may be in our territory, 
at an average of approximately 6.06 mills a kilowatt-hour. 

Senator Corpon. Have you made any computations as to the extent 
to which that rate might be varied by the inclusion of the Allatoona 
Dam or the Buford Dam, which I believe is now under construction 
in this area? 
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Mr. Brancu. I don’t believe that has been made. 

Mr. Couturier. It has not been made, Senator, but it would increase 
the cost, for the reason that the cost of the firm marketable power 
out of Buford and Allatoona is in excess of the cost of similar power 
out of Clark Hill. 

Senator Corpnon. Approximately how much power would you get 
out of those dams? 


TOTAL POWER GENERATED FROM DAMS 


Mr. Couuier. There is a total in Allatoona of 171 million kilowatt 
hours a year, of which, however, there is only about 82 million of it 
this is firm. That would add 82 million from Allatoona. A somewhat 
larger amount would be available at ee The final caleulations 
on Buford have not yet been made, but you could safely say that 
180 million kilowatt-hours, in round figures, of firm power would be 
available from Buford and Allatoona. 

Senator Corpon. And how much from Clark Hill ? 

Mr. Coturer. The availability on the average water-year of firm 
power, after integration but be fore firming, is 269.1 million kilowatt 
hours and after firming by the company would be, at the switchboard, 
306.6 million kilowatt-hours. 

Mr. Brancn. That increase being attributable to our integration. 

Mr. Earty. The firm power at Clark Hiil is only 220 million kilo 
watt-hours. 

Mr. Coturer. That is correct before integration. I said 269.1 mil 
lion after integration. 

Senator Corpon. You will get me lost. 

Let us not get this before or after integration or before and after 
the fact, or any of those things. 

Let us discuss the same kind of power at Clark Hill as we are dis 
cussing at Buford and Allatoona, so that we can get a total of kilo- 
watt- hours on an average water-year that would be made available 
by you under your plan to the public bodies. What would it be on 
Allatoona, Buford, and Clark Hill? 

Mr. Couiier. Under our plan, as contained in the definitive con 
tract, it would be, at the switchboard, 306.6 million kilowatt-hours 
for Clark Hill. 

Senator Corvon. Yes. Buford? 

Mr. Couturer. At Buford, I will have to estimate it, but I would 
estimate it at somewhere in the neighborhood of 120 million kilowatt 
hours. 

Senator Corpon. And Allatoona? 

Mr. Coturer. And approximately the same at Allatoona. That is 
after firming, and after integration. 

Senator Corpon. That is 546.6. 

Mr. Couurer. Yes, sir. 

Now, that contemplates, Senator, our integrating those plants with 
our system and furnishing firming energy. 


INCREASE IN DELIVERED COST 
Senator Corvon. From the knowledge that you have with respect 


to costs and the information that is available to you with respect to 
the original Corps of Engineers allocation of capital costs as between 
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the several m iltip le re es, Cah you vive us some i idea now as “’ 
what increase you might expect to take place it in the delivered cost of 
this power after integration of the three sources of energy with your 
company ¢ 

Mr. Corzier. I would have to work out the weighted average. The 
average cost of Clark Hill power delivered to the preference customer 
on the secondary side of the transformer station serving him is 6.06 
nills a kilowatt-hour. 

Senator Corpon. We have got that. 

Mr. Cotter. After making allowances for losses and for the quai 
ter of a mill handling, the Allatoona power would cost—and this is 
purely a mental estimate, now, you midetibend 

Senator Corpon. All right. Let us get those, and then I am going 
to ask you to furnish a better estimate for the record. 

Mr. Cotrrer. I would say that the firm out of Allatoona will cost 
in excess of 7 mills per kilowatt-hour, probably 714. 

Senator Corpon. All right. 

Mr. Couturier. And approximately the same figure for Buford. 

Senator Corpon. So that you have 240 at 714, and 306 at 6.06. 

Mr. Brancu. You mean million kilowatt-hours ? 


Senator Corpvon. Iam speaking about the rate r kilowatt-hour. 

Mr. Corurer. You will have to take a welghte “cl verage of the two. 

Senator Corpon. You have 240 million ilowatt Seat from Alla 
toona and Buford at approximately 7.5 mills per kilowatt-he >} 
have 306 million kilowatt-hours from Clark Hill at 6.06 mills per 
kilowatt hour; I would like to see where these people will be with 
respect to t! power, ratewise, atrer the 5» dam l hn operation 


i 

In other words, as to whether there is any value to them in making 
any contract W ith you at all. You have got a 6. 75-mill rate now. 

If, after you marry those three ann your company—it might be : 

igamous marriage, but after it has h 1appe med, and you get the fruit 
thereof—it might-not be even as attr ictive as the 6.75 rate you have 
vot now. 

Mr. Brancn. You know, Senator, that could happen as a result of 
our very low present rate. But to take care of that very contingency, 
we have offered to include in our proposal any one or as many of the 
proposals as they may want to include, or none other than just Clark 
Hill if they want to limit it to that. We have given them all of the 
advantages. 

Senator Corpon. My mathematicians sitting behind me indica 
that, based upon the figures that you gave me, you would have a 
weichted average rate of 6.73 against 6.75. 

Mr. Cotirer. They would not make much money, would they ? 

Mr. Brancn. They wouldn't make much money, but that is due to 
ivine ina State where they have had a low rate for a long time. And 
hose rates have been historic. 

Mr. Cotrrer. They have an option to include all of them or none 
f them with the Clark Hill contract. 


t 


PURCHASE OF CLARK HILL POWER 


Senator Corpon. You have said that you would buy and deliver 
ull of the firm power from Clark Hill. Of course, firm power is a 
relative term. As you use it, it would represent firm power at th 
load factor most usable by your customers, I take it. 
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Mr. CcoLurer. Which im this case was 50 percent at the projec 

Senator Corpon. Fifty percent load factor ? 

Mr. Couurer. After firming and at the project. 

Senator Corpon. Now, when you take that power from the dam, 
you are not going to take it in the form of firm dependable power. 
You are going to take it in the form in which it is most useful to you. 
Right? 

In other words, it would be to you pe aking power. 

Mr. CoLuier. No. sir. There is a minimum downstream discharg 
required under the reports of _ Army engineers of 5,400 cubic feet 
per second, at the Augusta gaging station. You cannot sufficiently 
reregulate at Stevens Creek to permit of operating Clark Hill as a 
pure peaking capacity plant, because Stevens Creek is quite an old 
plant and its reservoir is well silted up, and they can’t store the water 
sufficiently to operate Clark Hill for, we will say, 6 or 8 hours a day 
and shut it down for the remainder of the day, and maintain the re 
quired downstream flow. The downstream flow must be maintained 
for several reasons. 

\UGUSTA SEWER DISPOSAI 


The first is that it is Augusta’s water supply. 


Second, it is required for Augusta’s sewage disposal. 
Third, the city of Augusta owns and has since 1837, a municipal 


canal with a number of power contracts, for canal power and the 
courts have held those contracts are vested with riparian rights. And 
below Augusta is the new H-bomb plant, which claims they cannot get 
along if the flow is reduced below 5.400 cubie feet per second. 

Senator Corpon. I follow you. I do not think we need to go into 
that any more than to estab lish the principle, and then we will get at 
the fact. 

What amount of firm power would you take from Clark Hill becaus 
of these necessities, or the necessities that you might have? I just 
want to see how much you buy that is firm power and how much is 
peaking. 

Mr. Couturier. Under the contract, we contract to pay for 70,000 kilo 
watts of firm marketable power in capacity. We take during the 
average year, after integration, 269 and a fraction million kilowatt- 
hours. 

Senator Corpon. I just want to ask you what it would cost you to 
get that 269.1 million kilowatt-hours if you had to buy it or acquire it 
from other sources now. 

Mr. Cotuier. You mean from our own sources ? 

Senator Corpon. Yes, any sources. 

Mr. Couuier. It would be the incremental cost of steam, or if we had 
high-flow streams 

Senator Corvon. Taking what you do have, and assuming you need 
269.1 million kilowatt-hours for peaking purposes, what is its vi alue? 

Mr. Cotter. That would be for firm, Senator, and not for peaking 

Senator Corpon. Oh, I thought you said you had 70, firm. 

Mr. Couuter. No, 70,000 kilowatts of firm, with 269.1 million kilo 
watt-hours of energy going with it. 

Mr. Brancn. That is firm energy. 


» 
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VALUE OF CLARK HILL POWER 


Senator Corvon, All right. What have you got there that is peak 
ing¢ What I want to get at is, and I think it is perfectly clear, even 
if 1 stumble around trying to get it, the values to you from that power 
that, of course, are not accruable to the public bodies unless they had 
your setup’ ‘True, you are offering what appears to a man up a tree 
to be a very, very, very favorable proposition. But I would like to get 
into the record, if you will put it there, the value to you of the power 
at Clark Hill based upon going rates and costs as of now. They are 
peculiar to your system, pec uliar to you. 1 understand that. 

Mr. Brancu. You are asking us about value in terms of cost for 
similar capacity and energy elsewhere at the present time 4 

Senator Corpon. Yes. 

Mr. BRANCH. You realize that the value of peaking capacity ata 
given moment may be zero, or a greater amount, depending upon what 
is available to you at that time, and where it is available, and how 
badly you need it. So you are speaking of cost. 

Senator Corpon. It would not be worth anything to me, of course. 
[ could not use it. But it would to you. 

Mr. Cotuier. | will have to make an explanation in order to answer 
your question, Senator. 

The firm marketable power of 70,000 kilowatts of capacity, and the 
energy that goes with it—we do not keep a single kilowatt or kilowatt 
hour of that It is passed on to the preference customers. All that 
the « -ompany retains of the one-half of the energy and capac ity from 

Clark Hill, which is allocated to Georgia, is the rem: uning capacity, 
which in this instance is 42,000 kilowatts of peaking capacity, and the 
remaining secondary, dump and casual power to the extent of some 
50 million kilowatt-hours a year. Now, that is the only power that 
remains in the company’s possession. 

Under the contract, we propose to pay for that 42,000 kilowatts of 
peaking, which we can use as we please, $6 per kilowatt-year, plus 3 
mills a “kilowatt hour for the first 10 million kilowatt-hours a month 
of secondary energy, 2 mills per kilowatt-hour for the second 10-mil- 
lion kilowatt-hours a month of, I would term it, dump energy, and the 
casual power over and above 20 million kilowatt-hours a month that 
might become available because of flash floods or otherwise—that 
latter block of power we will take at 1 mill per kilowatt-hour if we 
can fit it into our system loads. 

Now, when you take the overall cost of the energy on a kilowatt- 
hour basis and reduce it all to kilowatt-hours, it runs out approxi 
inately 5.5 mills a kilowatt-hour for the peaking and secondary and 
5.5 mills per kilowatt-hour for the firm power. 

“Mr. Earzy. 5.5 mills for both. 

Mr. Cotirer. Now, may I go back and make a correction on my esti 
mate on cost of Allatoona power, Senator / 

Senator Corpon. Yes. 

Mr. Cotirer. The cost on Allatoona power of the firm marketable 
that would be available to preference customers I stated as approxi 
mately 714 mills, from a mental calculation. It would actually be 6.7 
mills per kilowatt-hour. 

Senator Corpon. What about Buford ? 
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Mr. Coruer. Buford, I think, would be approximately the same. 
We have not calculated it as it is hardly far enough along, and there 
is disagreement as to what the downstream discharges should be on 
account of Atlanta’s water supply. ‘The downstream discharge will 
control to a great extent the amount of firm and the amount of peak 
ing that would come out of Buford. 

Mr. Brancu. I would like to say in the record at-this point that the 
values assigned to these various classes of power under our proposal 
are the values presently set forth in what we are re ferring to here as a 
definitive draft of contract dated September 11,1951. That detinitive 
draft of contract was negotiated by our engineers, and engineers of 
the Department of the Interior, representing in part icular its Division 
of Water and Power. Those values are the values that were assigned 
to these various classes of power by the two groups of engineers jointly 
negotiating. 

We have assumed that peaking capacity, intermittently available, 
and only during a short period of time, is certainly not worth more 
than the firm power available around the clock during the peak period 
as well as otherwise. However, we have indicated—and I tried to in 
dicate it awhile ago that if there is, on the basis of any further facts, 
any different value to be assigned to peaking capacity on the basis of 
reasonable negotiation, | want it made clear that we have always stood 
ready to negotiate on that basis, and that certainly the Department of 
the Interior can be under no misapprehension about it. I do not mean 
to say by that that we think there is anything wrong with these values. 
On the contrary, we think they are very fair. But we do stand ready 
to negotiate on whatever is a reasonable ficure, ; 

Senator Corpon. Mr. Branch, the chairman of the subcommittee 
has been endeavoring to get some basic information on this situation. 
He has had a study made. And I desire at this time to ask you for 
some additional information for our use in that study. 

Mr. Brancu. We would be delighted to furnish it. | 

Senator Corpnon. We have a series of questions. I will read the 
questions into the record and hand you a copy so that you may have it 
now, and then I will ask you to supply the answers, and if you can give 
them now or desire to do so, all right, or otherwise you can supply 
them later. : 

RATE SCHEDULES 


(Juestion 1: “Are the rate schedules under which your company 
sells electric energy to REA cooperatives based on your company’s 
average system costs of generated and purchased electric energy plus 
average system costs of transmission, including transmission losses?” 

Can you anwer that one now ? 

Mr. Brancu. I prefer to supply the answer. However, I would 
like to point out that basic to the rates at which we are today supply 
ing power to the REA cooperatives and the municipalities is the con 
sideration of value generally to the State, and our rates to those par 
ticular agencies have historically been very low. I don’t know 
whether it is as low as the average for the service to some other cus 
tomer, or whether it is limited to the service to those people in and 
of themselves. I think you are going to find that it is an exceedingly 
low rate, and we will furnish complete information in answer to your 
question. 
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(The material referred to follows :) 


No. No single rate schedule is based on average system cost If rates were 
mude in that way, then all customers and all classes of service served direct from 
the transmission system would be served under the same rate schedule ly 


attempt to do this would mean that the customers of classes enjoying a more 
competitive position with respect to power cost from other sources would not 
purchase utility service, with the result that what contribution they now make 
toward fixed expense would be lost, thus raising the average system cost. 

In actual practice rates of this nature are made on the basis of incremental 
expenses plus something less than a full margin with respect to that class of 
service. As long as some margin does exist, that class of service will make 
some contribution to the fixed expense of the utility to the benefit of all classes of 
service. 

In the case of the particular rate schedules in question, it has been the com 
pany’s policy from its inception to cooperate with the REA program to the full 
est possible extent in order to help to bring electric service to the rural areas 
of Georgia where the company itself could not serve within a reasonable period 
of time. These rate schedules have purposely been made just as low as possible 
as part of the company’s contribution to that program. 

The company’s rate schedules for REA cooperatives, then, have been deter 
mined by the two factors enumerated above, rather than by average system costs 

Senator Corpon. The next question: 

In the year 1952, what was your company’s average, mill per kilo 
watt-hour, cost for generated and purchased electric energy, including 
of course all fixed costs and operation and maintenance expenses / 

Mr. Brancu. We will supply that. 

(The information referred to follows: ) 

In the year 1952 Georgia Power Co.’s average production cost for generated 
and purchased electric energy, including all fixed costs and operation and mainte 
nance expenses, was es follows: 5.5136 mills per kilowatt-hour of energy gen 
erated, purchased, and interchanged (incoming supply to transmission system ) 
or 6.0659 mills per kilowatt-hour of energy delivered from the transmission 


system (outgoing energy at transmission terminals). The derivation of these 
average costs is given below: 


Kilowatt-hours generated, purchased, and net interchanged 


kilowatt-hours 6, DS2, 265, 503 
Less transmission losses =e ie do 599, 350, 016 
) " ; 
Kilowatt-hours delivered from transmission system_do 5, 982, 915, 487 
Cost: 
Fixed costs (tabulated below) $15, 534, 592 
Production expenses (exclusive purchased and interchange 
power )’ 17, 667, 926 
Total cost of company’s generation ial 30, 202, 518 
Cost of purchased and interchange power (net) 3, O89, 308 


Cost of all production 35, 291, 826 


Average cost of all production: 
Production cost per kilowatt-hour generated, purchased and 


interchanged . mills 5. 5136 
Production cost per kilowatt-hour delivered from transmission 

system mills 6. 0659 
P. 78 of FRC report No. 1; purchased and interchange power from lines 49 and Sf 


other production expenses from line 55 minues lines 49-50 
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Other iministrativ i 
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Ss ( n FRC Rem N 
1P. 81, line 16; allocat i i 
58-59 
P. 81, line is pen 1 in 
direct yi] (p. 58). 
Py S 1/8 
‘Pp XS, line 38 (deductible expe e. be return, by o der 
allocated in ratio of depreciation 
5 P. 18; allocated in ra rinal « plant in serv 
uisition adjustments (pp. 60-62, 68, and ¢ ' wed 
P. 18, line 14 (net elect er wr fter ded 
ments in ite! (d ibove Llo« 


Senator Corpon. And the next: 


“In 1952, what was your company’s average 
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s $58 . $ ‘ 
‘ 4 
5 ‘2 ‘ 
{28 2. 998, S54 g. 
{ 8, 208, 878 838, 458 
m1 a re ul 
at 1 ma Alice 
s Pu 
} 
I , ‘ 


mill pel kilowatt hour 


cost for 45 percent load factor electric energy q”? 


The figure, as close as you can get it. 


Mr. Courier. That would have to be calculated. 
Mr. Brancn. Yes. it will have to be calculated and we will furnish 


it 


(The information referred to foll 


1OWS:) 


It is assumed that the question refers to prod 
net kilowatt-hour supply to the Georgia Powe1 
kilowatt-hours. The maximum demand in kilowatts 


system was 1,255,600 kilowatts. Transmission 
hours, leaving energy delivered at the output 


system of 5,982,915,487 kilowatt-hours 


Losses 


System was 6,08S2,265,5038 
on the Georgia Power Co 


were H5YOZD00O1L6 kilowatt 


rminals of the transmission 
thus l 


vere 10 percent of 


value. The load factor of energy delivered at the output terminals of the trans 


mission system was 54.35 percent 
} 


assuming the same peak hour load, the company 


hydroelectric energy and all economical purcha 
tion in energy required would be made by get 


steam-electric plants. Deliveries to output termi 
at 45 percent load factor would be 1,255,600 


times 0.45 $.963.135.680 kilowatt-hours Thi 


would be 5,459,449,248 kilowatt-hours—6,582,265,5 
operation 
steam generating in 1952 was 0.3422 cent per kilow: 


816,255 kilowatt-hour reduction Aver: 





Report No. 1, page 77 
been reduced 1,122,816 





line 37, and page 91, 





kilowatt-hours, the savin 


If this load factor were reduced to 45 percent 
would continue to utilize all 


powe! ources The reduc 
fewer kilowatt-hours at 


s of transmission system 


kilowatts times 8,784 hours 


nt, plus lO percent losses 


ess 5,459,449,248 1,122 


and maintenance cost of 
hour, obtained from FP¢ 
If steam generation had 


would have been $3,841,901 


The total cost, for all production and purchased power expense used in answer 


to question 2 was $36,291,826 


watt-hour delivered to the output terminals of 
percent load factor. Dividing this same cost 


gives 5.944 mills per kilowatt-hour input to the tra 
estimate based on average steam production costs 


lar form attached 


teducing this by 
This amount divided by 4,963,135,680 kilowatt-hours, 


‘he estimate shown in ta 


841,901 leaves $32,449,925 


vives 6.5388 mills per kilo 


transmission system at 45 
5,459,449,248 kilowatt-hours 
mission system This is an 


bu- 
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Average mill per kilowatt-hour cost of energy estimated for delivery to output termi- 
nals of transmission system in 1952, at 45 percent load factor 


Estimate of 
Georgia Power 


Georgia Power Co. with a 
Co., actual transmission 
1952 } system output 


load factor of 
45 percent 


Maximum peak hour demand, 1952 kilowatts 1, 255, 600 1, 255, 600 
Energy delivered to output terminals of transmission system | 

kilowatt-hours 5, 982, 915, 487 4, 963, 135, 680 
Hours of 1952 j 8, 784 8, 784 
Load factor percent 54.3 | 45 
Transmission losses kilowatt-hours 599, 350, 016 | 496, 313, 568 
Total produced lo | 6, 582, 265, 503 | 5, 459, 449, 248 
Reduction in supply do 1, 122, 816, 255 
Average steam production expense per kilowatt-hour cents__} $422 | 3422 
Reduction in steam production expense j $3, 841, 901 
Total production and purchased power expense | $36, 291, 826 $32, 449, 925 

Average production cost per kilowatt-hour input to transmission system | 
mills __| 5. 514 5. 944 

A verage production cost per kilowatt-hour delivered to output terminals | | 
of the transmission system_._. ‘Ss mills__| 6. 066 6. 538 


AVERAGE MILL PER KILOWATT-HOU 


~ COSTS 


Senator Corvon. The next question : 

“In the year 1952, what was your company’s average mill per kil 
owatt-hour cost for system transmission, including all fixed costs and 
operation and maintenance expenses ?” 

(The information referred to follows :) 


In the year 1952 Georgia Power Co.’s average cost for system transmission, 
including all fixed costs and operation and maintenance expenses, was as follows 
1.4064 mills per kilowatt-hour of energy generated, purchased, and interchanged 
(incoming supply to transmission system) ; or 1.5473 mills per kilowatt-hour of 
energy delivered from the transmission system (outgoing energy at transmission 


terminals). The derivation of these average costs is given below: 


Generated, purchased, and net interchanged kilowatt-hours 6, 582, 265, 503 
Less transmission losses__._____- a aaa ‘. ‘oe 599, 350, 016 





Delivered from transmission system__ , do . 5, 982, 915, 487 


Cost: 
Fixed costs (tabulated below )__-_-~ le , $8, 208, 878 
Transmission expenses * Ulladvaameeihihtenseiielt 4s 1, 048, 519 
Cost of transmission 9, 257, 397 








Average cost of transmission: 
Per kilowatt-hour generated, purchased and, interchanged 
mills 1. 4064 
Per kilowatt-hour delivered from transmission system_do 1, 5473 


1P. 79, line 380, FPC report No. 1 
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Potal ele r I I : ssi oO 
Fixed costs 
1) Pension expense $1, 891, 783 $332, 28 $58, 568 $1, 500, 929 
Other administrative and general ex- 
penses ? 3, 461, 667 45. G28 168. 724 2 349.018 
(c) Depreciation * 384, 000 2, 344, OOK 1, 608, 000 4, 032, 000 
d) Amortization of electric plant acq 
tion adjustments * 1, 800, 000 OR, 45 362. 52 10. VIR 
e) Taxes 4 », 764, 933 706, 493 O14, 2 8. 044. 23: 
Return realized in 1952 ¢ 16, 679, 545 5, 677, 428 2, 908, 854 8 003. 263 
Total x8, 581, 928 l ‘ : 8, 208, 878 24, 838, 458 
Source in FPC Report Ne 1 
P. 81, line 16; allocated in ratio of electric direct payroll including ant construction and removal 1 
-— 59 
P. 81, line 30, minus pensions in item (a) above; allocated in ratio of electric operation and maintenance 


direct payroll (p. 58). 
Pp. 18 and 89 


4‘ P. 18, line 38 (deductible as expense, before return, by order of Georgia Pub Service ( S 1 
allocated in ratio of depreciation 

§ P. 18; allocated in ratio of original cost of plant in service less dey itio rve and na tized 
plant acquisition adjustments (pp. 60-62, 68, and 66), averaged at beg g and end of year 

6 P. 18, line 14 (net electric operating revenue) after deducting amortizatio f plant acquisition adjust» 
ments in item (d) above; allocated ame basis as taxes in iten ibove. 


Senator Corvon. The next question : 

“In the year 1952, what was your company’s avel 
kilowatt-hour cost for transmitting 45 percent load factor electric 
9? " 


age mill per 





energy 
(The information referred to follows:) 
If we assume that energy delivered at the output terminals of the transmission 
system were at 45 percent load factor, as shown in answer to question 3, this 
vould have been 4,963,135,680 kilowatt-hours. Had this been the case, the tota 


costs of transmission would have been the same amount of $9,257,397, as shown 
in answer to question 4. Dividing this cost by the above kilowatt-hours, the 
cost would have been 1.865 mills per kilowatt-hour delivered to the output ter 
minals of the transmission system. Dividing $9,257,397 by 5,459,449,248 kil 

watt-hours input to the transmission system gives 1.696 mills per kilowatt-hour 


input to transmission system. 

Senator Corvon. And the next question : 

“Under your company’s proposed contract to purchase one half 
of the output of the Clark Hill project, what would be the average 
mill per kilowatt-hour cost to the REA cooperatives for the 70,000 
kilowatt block of power that your company would deliver a 45 percent 
load factor to the preference customer ?” 

Mr. Cotuier. I can answer that one. That would average 6.06 mills 
per kilowatt-hour. We will furnish the data from which the average 
is calculated. 

(The information referred to follows:) 

It would average 6.06 mills per kilowatt-hour on the secondary side of trans 
former station calculated as followe: 


70,000 kilowatts at $10.08’ $705, 600 
275,940,000 kilowatt-hours per year? at 3.5 mills 965, 790 
Total 1, 671, 390 


2 The contract rate of 84 cents per kilowatt per month, times 12 
* 70,000 kilowatt at 45 percent load factor 
* The contract rate for energy 


=r 


$1,671,390 divided by 275,940,000 kilowatt-hours equals 6.06 mills per kildwa 
hour, 
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Senator Corpon. 6.06. You have that answer. The — ome 

“Would this 70,000-kilowatt block of electric power at 45 percent 
load factor displace a like block of power your company 4 now deliv 
ering to the REA cooperatives and municipal electric systems ?” 

I take it that the answer to that would be—— 

Mr. Branecn. I don’t know what you mean, Mr. Chairman. We 
have these cooperatives and municipalities whose loads are currently 
growing at a rate of 15 to 20 percent annually. This power would 
undoubtedly come in to supply part of those increasing loads. I do 
not think it would displace power. 

Senator Cornon. It would displace power perhaps as of the moment, 
and displacement would be an important factor, would it not? 

Mr. Courier. It would not displace it entirely as of the moment. 
Let me say, Senator, that the 70,000-kilowatt, 50-percent load factor 
at the switchboard is in excess of the firm energy and capacity of 
Clark Hill. Clark Hill has in it firm capacity which varies according 
to the engineer’s calculation, depending upon when it was calculated, 
from 50,000 kilowatts of firm power around the clock to 54,200 kilo 
watts around the clock, which was the last calculation made by the 
Army engineers, and arrived at by dispensing with the 6-percent 
safety factor which the Army engineers heretofore have eee 
their estimates. Whichever of those may be considered at a 50-percent 
load factor the one-half the capacity in Clark Hill satigvied to Georgia 
could only be equal to the amount I have stated, of 50,000 to 54,200 
oe itts, whereas the way we propose under our contract to dispatch 

, it is raised to 70,000 kilowatts from 50,000 to 54,200 kilowatts. So. 
we are supplying out of our own system and firming up and making 
available from our capacity to the extent of the difference between the 
maximum of 54,200 and 70,000, which, roughly, is 16,000 kilowatts. 
So, of course, that would not displace anything. The other question 
arises as to whether the 70,000 kilowatts spread over the State would 
fit into the system load curve to such an extent as to permit of the 
displacement of the entire remaining amount. This would require 
quite a calculation, but I can assure you now that it is not all, by any 
means, displacement power. We will make a study of the situation 
and supply the information requested. 

(The information referred to follows :) 

The 70,000-kilowatt block of electric power at 45-percent load factor would 
not entirely displace a like block of power the Georgia Power Co. is now deliver- 
ing to the REA cooperatives and municipal electric systems. Of the 70,000 
kilowatts and 306,600,000 kilowatt-hours generated in the normal water year 
for preference customers, only 269,100,000 kilowatt-hours would be generated 
at Clark Hill and 87,500,000 kilowatt-hours would be generated by Georgia 
Power Co. The 70,000 kilowatts and the 269,100,000 kilowatt-hours supplied 
bv Clark Hill would displace a like block of power now being supplied to 
REA cooperatives and municipally owned electric systems by Georgia Power 
Co. Without the supplemental energy supplied by Georgia Power Co., the power 
available at Clark Hill for preference customers would be reduced to 50,000 to 
14,200 kilowatts of capacity, and 219 million to 237,396,000 kilowatt-hours of 
energy 


It should be noted, however, that the 70,000 kilowatts of Clark Hill capacity 
with associated energy would not eliminate 70.000 kilowatts of steam capacity 
on the Georgia system because the energy available from such steam capacity 


would far exceed the Clark Hill energy 
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STEAM-ELECTRI STATION COSTS 


Senator Corvon. The next question is: What would it cost you 
company per year to obtain from a new steam electrie station the 
same amount of capacity in a year that would be available from one 
half of the Clark Hill project ¢ 

Mr. Courier. Do you refer now to the sum of the peaking, secon 
ary, and firm marketable, or just to these—— 

Senator Corpor. The whole value that you buy from the Govern 
ment. 

Mr. Cottier. We will have to calculate it. 

Mr. Brancu. We will furnish the information 

(The information referred to follows 


Our company would not build new steam-electric generating capacity to supy 
the amount and kind of capacity and energy available from one-half of the 
Clark Hill project. We take this question to mean what the equivalent amount 


of capacity and energy to be obtained from one-half of Clark Hill would co 
the Georgia Power Co. if obtained from a new 112,000-kilowatt steam unit 
erating at appropriate load factor. 

\ new steam-electric generating unit of 112,000 kilowatts would operate on 
our system for approximately 7,000 equivalent hours per year at full load and 
would generate some S800 million kilowatt-hours. One-half of Clark Hill, on 
other hand, would generate only 350 million kilowatt-hours, of which 55.85 
million kilowatt-hours would be energy of little value, since it would be ava 
able only at a time when there was a surplus of hydro energy from our com 
pany plants, and when our own steam plants would be operating at a minimum 
output. 

The Georgia Power Co. system with a new steam-electriec generating uni 
112,000 kilowatts could produce the following capacit and energy otherwise 
be provided by one-half of Clark Hill: 

(a) 70,000 kilowatts and 259.1 million kilowatt-hours of associated ene 

(0) 42,000 kilowatts of peaking capacity; and 

(c) 80.9 million kilowatt-hours of secondary and dump energy 

The new 112,000-kilowatt steam-electric generating unit ould generate some 
800 million kilowatt-hours per vear of which some 450 milion kilowatt-ho 
would displace generation at older higher cost plants 

After crediting savings realized from displacement of higher cost energy 
by a new steam unit, the comparable cost of providing the one-half of Clark 
Hill capacity and energy would be approximately $2,320,000 per year. 





EXPLANATORY NOTES 


1¢ 


The costs shown are based u n estimated 1955 incre: | fuel pr I 
approximately $100,000 to $110,000 higher than would result from using 1952 
fuel prices. 

In comparing amounts to be paid for Clark Hill power with cost of produ 
equivalent power from alternate sources it should be borne in mind that the 


rates for service supplied to the REA cooperative customers are to be reduced 
also, which rate reduction will have the effect of reducing the revenue received by 
Georgia Power Co. from the REA cooperatives | approximately $176,600 per 
year (0.64 mills on 276 million killowatt-hours). The reduction in gross revenue 
thus occasioned will be an offset to any savings in production costs to be realized 


by Georgia Power Co. in purchasing Clark Hill power, 
POWER VALUI 


Senator Corpnon. What would it cost your company in dollars per 
year to obtain from hydroelectric and steam electric sources the s ume 
amount of capacity and energy as would be available from one-half 
of the Clark Hill project, and indicate the source of the information. 

Mr. Coxurer. I assume, Senator, you mean on the basis on which 
the power would be dispatched. 
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Senator Corpon. That is right. What we seek to get is some in 
formation by which we can see not only the value inherent in your 
. . . s . ° “>? . 
operation to preference customers who have none of your facilities, 
simply a legal right to purchase from the Federal Government and no 
actual source from which to purchase that which they need, and that 
is firm power. We can easily see the values here that accrue to them 
in their present situation. We seek to determine the maximum value 
that could accrue to Georgia Power under the circumstances as they 
exist today. 

(The information referred to follows:) 

We estimate the cost would be approximately $2,167,000 per year. We have 
arrived at that figure as follows: 

“Installing two 5,000-kilowatt units in space available at the Georgia Power 
Co.’s existing Goat Rock hydro plant on the Chattachoochee River would pro 
vide 10,000 kilowatts and 41 million in kilowatt-hours. This hydro capacity, 
plus 32,000 kilowatts of hydro peaking capacity which is available and would 
be purchased from the Southern Co.’s system power pool, and 70,000 kilowatts 
of new steam capacity, would duplicate the Clark Hill power output set forth 
in our previous answer to question No. 8, at a cost of approximately $2,167,000. 

This actually would be the method applied in expanding the production facili 
ties of the Southern integrated system. 


EXPLANATORY NOTES 


The costs shown are based upon estimated 1955 increased fuel prices and ars 
approximately $100,000 to $110,000 higher than would result from using 1952 
fuel prices. 

In comparing amounts to be paid for Clark Hill power with cost of producing 
equivalent power from alternate sources it should be borne in mind that the 
rates for service supplied to the REA cooperative customers are to be reduced 
also, which rate reduction will have the effect of reducing the revenues received 
by Georgia Power Co. from the REA cooperatives by approximately $176,600 per 
year (0.64 mills on 276 million kilowatt-hours). The reduction in gross revenue 
thus occasioned will be an offset to any savings in production costs to be realized 
by Georgia Power Co. in purchasing Clark Hill power 

Mr. Brancn. We will be delighted to get all of the information re 
quested and supply it. May we have that list? 

Senator Corvon, Yes. 

Mr. Brancn. And we will supply the information, I assume, to the 
clerk of the committee for you. 

Senator Corpon. Yes. 


FURTHER DISCUSSION OF NEGOTIATIONS WITH INTERIOR DEPARTMENT 


Mr. Brancn. Mr. Chairman, hurriedly may I say when I testified 
before your committee last spring I pointed out that we had diligently 
prosecuted our negotiations with the Department of the Interior in 
line with the suggestions which have been made by members of this 
committee at the 1951 hearings. I reported that after lengthy nego- 
tiations during the summer of 1951 between representatives of our 
company and the Division of Water and Power of the Department of 
the Interior we had arrived at a definitive draft of contract, that being 
the definitive draft of contract to which we have been referring today. 
That definitive draft of contract bears date of September 11,1951. As 
I have pointed out, copies of that definitive draft were published in 
full in your 1952 hearings. 

Your attention was called to the fact that this draft of contract 
was complete in every detail and that we were ready to proceed under 
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it as soon as the draft was approved by the then Secretary of the In 

terior, Mr. Chapman. I told you that since the negotiations had been 
carried forward with his electric power experts and since these nego- 
tiations had been undertaken at his specific direction, we had assumed 
that he would approve the contract, and that the problem of disposing 
of Federal power from the Clark Hill project and other Government 
projects would be any and effectively solved. I assured you that 
we would continue to press for a final approval of the contract. 


REEXAMINATION OF CONTRAC'] 


I regret to report to the committee that we found it impossib le to 
vet Secretary ( ‘hapman to act on the contract, despite persistent ef 
forts on our part. Finally, as the result of our insistence, he stated 
that he desired to have the contract reexamined by Under Secretary 
Searles, who had come into the Department as Under Secretary dur 
ing our negotiations with the Division of Water and Power. Accord- 
ingly, we met with Under Secretary Searles and with representatives 
of the Division of Water and Power, and other subagencies of the 
Interior Department and thoroughly reexamined and reviewed our 
P roposal and the definitive draft of contract. In the course of these 
discussions, as Well as earlier, we called attention to the fact that the 

Clark Hill project was rapidly nearing completion and that the first 
i of the project was scheduled for operation in the latter part of 
1952. Weemphasized the urgency of arriving at a satisfactory agree 
ment in order that the preference customers in Georgia could be as 
sured their fair share of power from this project without delay. 


RECOMMENDATION OF UNDER SECRETARY 


It is our understanding—and this committee is in a position to as 
certain whether our information is correct—that Under Secretary 
Searles, following these conferences, and after a thorough study of 
his own, recommended to the Secretary that our contract be accepted. 
However, we were still unable to get action on the contract, and on 
January 5, 1953 we received a letter from Secretary Chapman stat 
ing ths at he would not approve the contract for the allege d reason that 
it was violative of Federal statute and congressional policy. His 
letter was dated January 2, 1953, having been written within a few 
days of the expiration of his term of office. 

We replied to the letter as soon as possible, pointing out that his 
interpretation of the contract was erroneous and that the contract 
conformed in every respect to Federal law and policy. Copies of this 
exchange of letters are attached to the written statement which I have 
this evening filed with the committee, and I hope the members of the 
committee will find the time in their heavy duties incident to their 
deliberations upon these appropriations to examine those letters care 
fully. I believe you will be amazed, as we were, at the bold assertion 
of a policy to nationalize a large and substantial segment of the elec- 
tric power industry. I think you will also be disturbed at the policies 
set forth in the letter as having been prescribed by Congress. We do 
not believe that any such policies were ever announced by the Congress 
or even conte mplate d by a majority of our national legislators. 
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We received no further answer or correspondence, nor were we 
given any further opportunity to discuss the matter with the then 
Secretary and his staff prior to the termination of their terms of office. 
However, as soon as the new administration was installed we brought 
the September 11, 1951 draft of contract to the attention of the new 
Secretary of the Interior. We attended conferences with him and with 
many Members of our Georgia congressional delegation who had pre- 
viously endorsed our proposal and who were the n urging that final 
arrangements be made for the distribution of Clark Hill power, to 
the end that their constituents in Georgia would not be deprived of, ot 
delayed in receiving its benefits. 


DISCUSSION WITH DIVISION OF WATER AND POWER 


Secretary McKay suggested that we discuss the matter with the 
Division of Water and Power, and we did so. We were advised that 
the only stumbling block to the acceptance of our contract was the 
policy decision as to whether our company should be permitted to 
continue to serve preference customers, whom we have historically 
served, or whether such customers would have to become customers 
of the Federal Government. 

This was called to the attention of Secretary McKay and he stated 
that the question would be referred to the new Solicitor of the De 
partment, as soon as the appointment had been acted upon, and would 
then be resolved as soon as possible. 

Since that time we have had discussions with Solicitor Davis and 
also with Assistant Secretary Aandahl, as well as some of their sub 
sty mas I mention these things not by way of any criticism, actual 

yr implied, but as indicating the persistent effort we have mi ude to dis 
oe of this problem whic h we conceive to be of such critical impor 
tance to the p yeople of our whole State and partic ular ly to the prefer 
ence customers in our State. 


STUDY BY INTERIOR DEPARTMENT 


It is our understanding that the matter is now being thoroughly 
studied by the Department of the Interior, and we are hopeful that a 
final decision will be ae in the near future, because we are 
convinced that our contract is legal in every respect, because in our 
opinion it fulfills every comniiinaadelanda policy and because the benefit 
which it will afford the Federal Government, the preference custom 
ers, and the taxpaying public has never been matched by any other 
plan. We are still confident that when the merits of the proposal are 
fully understood it will be adopted. 

That. Mr, Chairman, brings our negotiations up to date as I con- 
ceive it my duty to report to this committee, and I would like now 
very briefly to refer to a proposal which has very lately been proposed 
by an organization known as the Georgia E lectric Membership C orp. 


GEORGIA ELECTRIC MEMBERSHIP CORP. PROPOSAL 
The Georgia Electric Membership Corp. has proposed that it will 


buy Clark Hill power at the bus bar of the project, and it has proposed 
that it use our facilities to transmit that power to its members and 
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that it also utilize our generating capacities and facilities to firm up 
the power, and that our company stand by to make up any deficiency 
or sur plus require ments of its me ymbers. That propos al was prese nte d 
at the very last minute, on the eve of the recent he aArings be fore the 
House subeommittee. Our first knowledge of it was obtained from a 
letter dated March 24, 1953, which did not reach us until we were about 
to leave Atlanta to testify before the House subcommittee, and too late 
for us to reply to it in advance of that hearing. We replied upon our 
return to Atlanta on April 9, pointing out that the proposal was un- 
acceptable for a number of reasons, which I will give you in just a 
moment. Nothing further was heard from mn ut } group until last week 
when we received another letter dated April 30, 1953, this one on the 
eve of the Senate committee hearings, again suggesting that we agree 
to the proposal already declined by us. Since the proposal is nothing 
more nor less than a restatement of a proposal which the Southeastern 
Power Administration had repeatedly sought to force upon our com 
pany. merely substituting the Georgia Electric Membership Corp. for 
that Federal agency, and since we have repeatedly declared our un- 
willingness to accept such a oxeunelil its presentation at this late date, 
and particularly on the eve of the House and Senate committee hear- 
ings, could, in our opinion, have been expected only to delay and con- 
fuse, not expedite a decision on this critically important matter. 

It is our understanding that a representative of the Georgia Elee 
tric Membership Corp. may testify before your committee, and we 
would not want there to be any confusion in your minds when he 
testifies as to whether such a proposal would be acceptable to our 
company. 

Accordingly I must say that while our company is willing to go to 
extreme lengths to avoid a public service-private power controversy 
in our State, even to the extent under our proposal of dedicating our 
facilities, without profit, to the preference customers desiring to 
receive the benefits of Federal reservoir power, we are not willing 
to enter into an agreement such as that proposed by the Georgia Elec- 
tric Membership Corp. and to assume the extensive and one-sided 
obligations it involves, when it is perfectly apparent that such an 
arrangement would serve only to increase the threat of destructive 
competition from subsidized power in our State. 


PROPOSAL UNACCEPTABLI 


The proposal of the Georgia Electric Membership Corp. is unac 
ceptable for the following additional reasons: 

First, it would activate a completely new tier of subsidized power 
competition in our State, namely, that of the Georgia Electric ie. 
bership Corp., which, up to now, has not engaged in the business of 
buying and selling electric power at all, and has had absolutely no 
experience in the dispatch and operation of an integrated power grid, 
but has served only as a sort of trade asociation for the individual 
cooperatives. 

Secondly, this new subsidized power agency would immediately 
tuke on the aspect of a statewide competitor with the ability to dic 
tate to the individual co-ops through absolute control of Federal reser 
voir power in our State and with no State or local regulation, and 
would be enabled thereby to keep up a constant agitation against our 
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company if its leaders were so inclined, and some of their recent ac- 
tivities and statements clearly indicate that some of them might be 
so inclined. 

Thirdly, it would require that municipalities, and other public 
agencies entitled to preference, would have to become members of the 
Georgia Electric Membership Corp. or lose all possible benefits of 
Federal reservoir power granted to them as well as to the co-ops under 
section 5 of the Flood Control Act of 1944, since, under its charter, 
the Georgia Electric Membership Corp. can legally serve no one ex 
cept one of its members. This, in our opinion, would place a wholly 
illegal restriction and condition upon the distribution of Federal 
reservoir power contrary to the intentions of Congress, as stated in 
section 5 of the Flood Control Act of 1944. 

Fourthly, it is our opinion that under its charter and State law 
the Georgia Electric Membership Corp. cannot legally serve even a 
member co-op which is presently receiving service from a central- 
station utility, and since all preference customers in our State are now 
receiving such service, we seriously question whether its proposal is 
legal for that additional reason. 

Senator Corpon. Will you read those last two sentences again / 

Mr. Brancu. It is our opinion that, under its charter and State law, 
the Georgia Electric Membership C orp. cannot legally serve even a 
member co-op which is presently receiving service from a central-sta- 
tion utility—and parenthetically that there is a limitation in the State 
law under which it is incorporated as well as the Federal statute 
and since all preference customers in our State are now receiving such 
service, we seriously question whether its proposal is legal for that 
additional reason. 

Senator Corpon. When you speak of service from a central station, 
| take it that your view is that service from Georgia Power Co. satis 
fied that definition? 

Mr. Brancn. Georgia Power Co. or any of the central-station utili- 
ties operating in our State ; yes, sir. 


APPROVAL OF GEORGIA DELEGATION 


Senator Youne. Did you say, Mr. Branch, that the entire Georgia 
delegation appeared over at the Interior De spartment ¢ 

Mr. Brancu. Not the entire delegation, sir. Mr. Collier, you help 
me on this. There was Senator Walter F. George, there was Congress 
man Carl Vinson, there was Congressman James C. Davis, there was 
Congressman Prince Preston, there was Congressman Phil Landrum, 
and I think there were 2 or 3 other of our de leg: ation, but Lam not sure. 
I am sure those were there, and it seems to me there were some others. 
But what I said was that all of those who appeared there had pre 
viously endorsed our proposal, and if you care to look in the transcr ipt 
f the hearings before the House and Senate in the spring r of 1951 
| think you will find that most of the Georgia delegation ap ypeared 
be fore the conmunittee in support of our proposal. As L recall, there was 
one Member of the Congress, then a Member of the Congress, Con 
eressman Wood, who was not there at that time because of illness at 
home; and Senators George and Russell and 1 or 2 other Congressme! 


) 
















































INTERIOR DEPARTMENT APPROPRIATIONS, 1954 1171 


were not there. My attention is also called to the fact that at the 
recent appearance before Secretary MeKay, Congressman Henderson 
Lanham, of Georgia, was also present. 

Senator Younc. Are any members of the Georgia delegation op 
posing it ? 

Mr. BRANCH. To my knowledge, there is no member of the Georgia 
de legation who op posed our proposal. There are two members who, 
as far as I know, have not expressed themselves one way or the other, 
but have not expressed themselves in opposition. I want to be just 
as fair as I can and as frank as I can, and I hesitate to say more than 
what the record would show. I would rather refer you to the record 
as to what their views are. I do not think it appropriate for me to 
undertake to express their views more than by referring you to the 
record. 


FURTHER DISCUSSION OF GEORGIA ELECTRIC MEMBERSHIP CORP. PROPOSATI 


Above all, the Georgia Electric Membership Corp. proposal would 
not afford any advantage to the aa Government or the co-ops 
which would not be fully provided by our own proposal. Indeed, 
the proposal of that organization anata raise the cost of Federal 
reservoir power to its members, since it would involve the payment 
of wheeling fees which are customarily much higher than our pro 
posed handling charge of a quarter of a mill, approximately, per 
kilowatt-hour. 

Since the Georgia Electric Membership Corp. proposal would do 
nothing to increase the benefits of Federal reservoir power, but would 
only aggravate the potential for serious controversy between sub 
sidized and nonsubsidized power groups in our State, a result which 
we are anxious to avoid, and which we understand it is the desire of 
the Congress to avoid, as well as the executive department of the 
Government, GEMC’s proposal is unacceptable, and I am sure that 
this committee will not be misled by it. 

I wanted to give you that information in the event any reference 
should be made to that proposal in the testimony presented to your 
committee, 

My attention is now called to the fact that in the appearances before 
Secretary McKay another member of the Georgia delegation, Con 
gressman Don Wheeler, was also present. There probably were 
others there. I hesitate to try to recall all the names. 

Senator Youne. Does that corporation which you mentioned in 
clude just a part of the REA co-ops or does it include all of them? 

Mr. Brancu. I do not believe it includes all, but I do think it in 
cludes a substantial majority of the co-ops. It has been up to this 
time, as far as I understand, sort ot a trade association. It has not 
undertaken up until now, to engage in the electric business; it has 
no customers and no operation we know of, except as somewhat of a 
trade association. 

Now, very hurriedly—and your committee has been very indul 
gent—we are willing to answer any questions you may propound, 
but briefly may I state our position on the matters pending before 
you. 








— 
— 
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FURTHER DISCUSSION OF GEORGIA POWER CO. PROPOSAL 


We respectfully submit that in the light of our readiness and will- 
ingness to serve in the capacities which we have indicated, to transmit 
power to the preference agencies from Federal reservoirs, in view of 
our ability to provide the power now and for whatever the future 
needs may be, we think, and respectfully submit to the committee, that 
there would be no justification for any appropriation for the con- 
struction of transmission or other electric facilities in our service 
area. I realize that they have been stricken, but I know, of course, 
they could be reinserted, and I merely wanted you to know our posi- 
tion. Similarly, we think there is no justification for, and therefore 
we respectfully request the elimination of any fund which might be 
designated as a planning fund, whatever the amount. It is not neces- 
sary to plan electric facilities unless you intend to construct. electric 
facilities. To plan for what you do not need, even by a Government 
agency, or I might say more particularly by a Government agency, 
is a costly and wasteful process. There is no need for the construction 
of facilities, and, accordingly, we submit there is no need for planning 
Government facilities. 

Finally, we would respectfully urge your committee to revoke the 
so-called continuing fund of $50,000 which was granted to the South- 
astern Power Administration following the 1951 hearings, I chink 
as a part of the 1952 fiscal year appropriation. That appropriation 
was by your committee very wisely limited to expenditures for emer- 
gency purposes and was not for rental and maintenance operation of 
facilities. Since there are no such facilities in existence and since none 
will be necessary under the proffer that we have made, we say that 
the continuance of this fund, which we think is loaded with danger, 
»nnecessarily loaded, is not necessary. 


POWER ALLOCATION TO SOUTH CAROLINA 


Senator Corpon. Mr. Branch, you stated that one-half of the output 
of Clark Hill would probably be allocated to South Carolina ? 

Mr. Brancu. Correct. 

Senator Corpon. An area that you do not serve? 

Mr. Brancn. We do not. 

Senator Corpon. And of course until there is some decision made 
with respect to power service in South Carolina there would still be 
some necessity for the Government to do some work in the investiga- 
tive, exploratory field in that area? 

Mr. Brancu. My understanding—and Senator Hayden will know 
better than I because I think he was called upon to follow it very 
closely—is that the utility operating in South Carolina predomin- 
antly has made a proffer, to transmit Clark Hill power on that side of 
the river. 

Senator Corpon. We still must make some sort of an investigation 
such as we have been undertaking with reference to the proposition. 

Mr. Brancn. I think you need a full investigation. 

Senator Corpon. If you will pardon me, I think we are really with- 
out caste when the subcommittee for appropriations turns aside to 
determine the soundness or advisability of this sort of offer. We have 
been in the position here where there was not anybody else seemingly 
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making a complete and unpartisan investigation, aid there was no 
other way for us to proceed. But I doubt that we could go forward 
with many more of them and get any appropriations out. 

Mr. Brancu. My understanding is that all the power allocatable to 
South Carolina has already been disposed of, or all the firm powe1 
You have access to the records. 

Senator Corpon. I do not know. 


Mr. Brancu. That is my understanding. Let me say this: We felt. 
and our appearance here indicates, that above all things we should 
be consistent, and having offered to do the job. in the interest of sav 


ing the expenditure of public money, we ought to point out how ur 

necessary Was any expenditure, insofar as our service area is concerned, 
for the alleged purpose of planning or construction or rental of fa 

cilities or purchase of power, all of which are completely obviated by 
the proposal which we have submitted. 


SECTION » FLOOD CONTRO ACT OF Lo44 


Senator Corpon. Now, Mr. Branch, one other suggestion to you 
for what it is worth, and I am reading now into the record section 5 
of the Flood Control Act of 1944, « hapter 66, 558 Statutes at Large. 
occuring on page 890, and I quote: 


Sec. 5. Electric power and energy generated at reservoir projects under the 
control of the War Department and in the opinion of the Secretary of War not 
required in the operation of such projects shall be delivered to the Secretary of 
the Interior, who shall transmit and dispose of such power and energy in such 
manner as to encourage the most widespread use thereof at the lowest possible 
rates to consumers consistent with sound business principles, the rate schedules 
to become effective upon confirmation and approval of the Federal Power Com 
mission. Rate schedules shall be drawn having regard to the recovery (upon 
the basis of the application of such rate schedules to the capacity of the electr 
facilities of the projects) of the cost of producing and transmitting such electric 
energy, including the amortization of the capital investment allocated to power 
over a reasonable period of years. Preference in the sale of such power and 
energy shall be given to public bodies and cooperatives. The Secretary of the 
Interior is authorized by purchase or other agreement, only such transmission 
lines and related facilities as may be necessary in order to make the power and 
energy generated at said projects available in wholesale quantities for sale on 
fair and reasonable terms and conditions to facilities owned by the Federal 
Government, public bodies, cooperatives, and privately owned companies. All 
money received from such sales shall be deposited in the Treasury of the United 
States as miscellaneous receipts 


EFFECT OF LANGUAGE OF SECTION 5 


Of course you are aware of the contention heretofore made by the 
Interior Department that the language of that section requires the 
sale by the Secretary of the Interior to the Federal Government publi: 
bodies, cooperatives, and the privately owned companies, and the con 
tention that the type of contract whie h vou have offered the Goven 
ment does not satisfy that language and that requirement. 

Now, I would hope that you might present such legal memoranda 
on the subject as appear to you to be pertinent, for the record. 

Mr. Brancu. I would be de lighted to present it. We have a great 
deal of material on that subject, as you can see here. It has been unde: 
considerable study by us, by our lawyers, and by independent counse 
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I do not have with me a memorandum on that subject sufficient ly brief 
uid to the point to be appropriate for offering for your record at this 
time. May I give you the thinking of our company and of our counsel 
in brief outline form for that purpose, and supply a memorandum for 

the record. 

Senator Corpvon, If you will. 

Mr. Brancu. We take it to be a fundamental maxim of statutory 
interpretation that every part of a statute must be considered in i 
terpreting the statute, that certainly every part of a particular sec 
tion must be considered in determining what that particular sec 
tion requires or permits. We take it to be equally fundamental that 
you cannot, because it merely suits your purposes, take an isolated word 
or an isolated phrase and, disregarding all of the context in which it 
occurs, insist that that isolated portion be taken as controlling. 

I do not think any long citation of authorities would be required 
for that. I think any lawyer would agree with me on that, at least. 

Now, under section 5 of the Flood Control Act of 1944, which you 
gentlemen and your predecessors set up, you sought to do one thing 
specifically, you sought to provide the circumstances under which and 
the limitations within which the Department of the Interior might 
dispose of Federal power. That is what you were talking about 
then. You had in mind one type of Federal power alone, and your 
debates incident to the adoption of section 5 of the Flood Control Act 
and the language itself abundantly demonstrates what you had in 
mind. You had in mind electric power incidentally produced at a 
Federal reservoir project, and surplus to the needs of the Federal 
Government at that particular project. 


INTERIOR DEPARTMENT LIMITATIONS UNDER SECTION 5 


So. section 5 of the Flood Control Act, the section to which we are 
now addressing ourselves, contains a specific and clear-cut limitation 
that the Secretary of the Interior may dispose of surplus power in- 
cidentally produced at the project, not that he may go out and buy 
other power, add it to what the surplus is, and go generally into the 
electric-power business, because if the Secretary of the Interior 
could do that you have automatically put him into the electric-power 
business. 

The following language makes it clear that the Congress did not 
intend that, and I read to you from the concluding sentence of that 
section 5 a sentence that is sometimes honored more in oversight : 

The Secretary of the Interior is authorized, from funds to be appropriated by 
the Congress, to construct or acquire, by purchase or other agreement, only such 
ranusmission lines and related facilities as may be necessary— 
ot desirable in his whim— 


as may be necessary in order to make the power and energy generated at said 


rojects 
ot the power he is going to buy somewhere— 
generated at said project available in wholesale quantities for sale on fair and 


‘onsonable terms and conditions to facilities owned by the Federal Government, 
l bodies, cooperatives, and privately owned companies 
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RESTRICTIONS ON CONSTRUCTING AND ACQUIRING TRANSMISSION LINES 


There are at least the following things to be detected in that care 


fully chosen language, and I want to say that if you will examine the 
debates you will see that proposals were then rejected to give the Di 
partment of the Interior the very power that some members of that 
Department have on previous occasions conte nded for. But the lan 
guage as finally adopted, and which I have just read, says that he 
shall construct or ac quire only such transmission lines as are necessary 
to transmit reservoir project power. Now, how does it say he sh: ill 
acquire? It is contended heretofore, as the chairman suggests, that the 
fact that he is authorized to acquire and that he is given the power to 
dispose of power necessarily directs him, and so the Secretary of th 
Interior, in his January 2 letter contended, that it requires him to 
construct transmisson lines and to transmit the power over lines to be 
constructed by him to so-called load centers, but, as a matter of fact, 
he has overlooked that he may obtain that transmission service by 
purchase or agreement. He also overlooks the fact that you can trans 
mit power under any one of a number of methods, all of which were 
well known at the time this statute was enacted. One of them is that 
I can transmit pee, over facilities I own myself; I can, if I choose, 
transmit power over facilities belonging to another, and which I rent. 
or lease; or I can tr: hover power, or iis equivalent, over the facilities 
of another by turning over to them at my point of delivery certain 
power and taking out at the terminus to which T want the power deliv 
ered the equivalent amount of power less line losses 

In any one of those three cases I am transmitting powe r. I may dis 
pose of power, and the only real directive in this section is to dispose of 
power, I may dispose of it in any one of a number of ways, but when 
the Congress came to tell the Secretary how to dispose of it it laid 
down certain very definite standards and limitations. First, he shall 
dispose only of power generated at the project, as I have pointed out, 
and not required in the operation of the project; second, he shall dis 
pose of that power in such manner as to encourage the most wide 
spread use thereof, not build an isolated line out to an imaginary load 
center and run the whole amount of power to that particular spot, but 
to distribute it over the widest possible area, to the most widespread 
available market. It says “At the lowest possible cost.” He is given 
a choice in the means of transmission, all of which were traditional and 
well known to the Congress when they drew this legislation. The 
Secretary of the Interior was instructed to transmit and dispose of the 
power by that one of the known methods which would be at the lowest 
possible rates to consumers, and then in addition to that the rates had 
to be consistent with sound business principles, and under rate sched 
ules to be approved by the Federal Power Commission 

I submit, sir, that we have studiously, deliberately, and cautiously 


sought by our proposal to give effect, not to some portions of section 


of the Flood Control Act, but every word, phrase, clause, and sentence 
of section 5. We have challenged if for ourselves and asked others 


to challenge it for us, and except for the broad assertion that some 
where beyond our ability to discover in section 5 is a requirement that 
the Secretary of the Interior buil it tr: insmission lines and transmit the 


’ 


nower exclusively, we have for ind ocnati len we TO our Pos tion. 
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ADMINISTRATION INTERPRETATION 





Now, we may read the meaning of a statute not only by the cir 
cumstances surrounding its adoption and the oe articular language used 
in the light of those circumstances, but there is such a thing as adminis 
trative interpretation of a statute. Maybe under proper challenge 
that could not be sustained if it were attacked on constitutional 
grounds, but in the absence of such an attack I think the historical 
traditional interpretation becomes something of a guide. 

At a project 35 miles north of Atlanta we have bought continuously 
since that project went into operation every kilowatt-hour of elec 
tricity ever produced there and not required for project operation, 
It has been sold to our company under a contract negotiated with jae 
Department of the Interior under section 5 of the F lood Control Ac 
of 1944 and never questioned as to its validity, in spite of the fact that 
ts existence has been known to and specifically called to the attention 
of those who contend for this distorted interpretation of section 5. 
[ say to you, sir, that elsewhere in the United States power is being 
sold at the busbar, according to my information, and is being trans 
mitted under a method other than direct Federal ownership of 
facilities. 

That, in brief, is the position of our company. I could elaborate 
on it. I ak l cite the various debites and discussions. Some of you 
gentlemen had a Jeading part in those debates. I think you will know 
what I have correctly stated. 

Senator Corpon. I would suggest to you, Mr. Branch, that your 
aurgument—and it is a good one—is at least as consistent with the 
proposition that the contract should provide for your handling of the 
Government power for the account of the Government as with the 
propostion for you to buy the power at the switchboard and deliver 
its equivalent to the preference customers. 

Mr. Brancu. I will agree with the honorable chairman that nothing 
in the statute would preclude my company from willingly setting the 
lederal Government up in the power business in the State of Georgia, 
oo there is nothing, sir, in the chapter that requires us todo so, And 

1 addition to that there is the one limitation of “where necessary, 
‘na we have made that unnecessary. So, I say that the statute, plus 
our proposal under the statute, is a complete answer to that contention. 

Senator Corvon. Well, that is a matter of judgment, I am afraid. 

Mr. Brancun. I hope the chairman does not mean to suggest—and 
I know how these words can be seized on after the record is closed— 
that he has got an opinion that it does direct any such. 

Senator Corpon. The chairman is expressing no opinion, or expect 
ing any inference to be drawn from his statements. 

Mr. Brancn. Mr. Chairman, you have been very indulgent of me 
and my associates, you and the other gentlemen of the committee. 
I have talked far beyond any reasonable limit of time. I am through 
unless I can answer any other questions. We will supply the infor- 
mation you requested or any other information that will help any- 
body to analyze our proposal. 

Senator Corpon. Senator Hayden? 

Senator Haypen. I thought I was very much impressed the first 
time I heard you with this argument, and I was very glad to have it 
repeated. 
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Mr. Brancu. The Senator will know that, at least, I have not shifted 
my position, and that may be a virtue. 

Senator Corpon. If it was possible I would say he is improving 

Thank you very much, Mr. Branch. 

Mr. Brancu. Thank you, gentlemen. 

(The legal memorandum referred to follows :) 


MacDOovucaALp, TroutTMAN, SAMS & SCHRODER 
itianta 8, Ga., Way 16, 1953 
Mr. HARLLEE BRANCH, Jr., 
President, Georgia Power Co., 
Atlanta 


DEAR Mr. BRANCH: You have requested our opinion as to the legal authority of 
the Secretary of the Interior to enter into a contract with Georgia Power Co., 
such as that proposed under date of September 11, 1951, for a portion of the 
Clark Hill power. During the last several years, we have given careful consid 
eration to this question and in connection therewith, we have reviewed not only 
the requirements of section 5 of the Federal Flood Control Act of 1944, but other 
Federal acts dealing with power generated at Federal projects, the interpreta 
tions of the Department of the Interior and the hearings of the subcommittes 
of the Senate Committee on Commerce on H. R. 4485 and of the House Com 
mittee on Public Works in considering H. R. 30386 From this study, we conclude 
that the only act having reference to the question under review is the Flood Con 


trol Act of 1944 and particularly section 5 thereof 


Ga 


The provisions of section 5 are quite cles Available power is to be turned 
over to the Secretary of the Interior to be disposed of by him, according to the 
following directives: 

1. Preference in the sale of such power shall be given to public bodies and 
cooperatives 

2. The power shall be sold on fair and reasonable ter and conditio t¢ 
such preference customers and to privately owned compani« 

3. Disposition of the power shall be made “in such manner as to encourag 
the most widespread use thereof at the lowest possible rates to consumers con 


sistent with sound business principles 

t. The rate schedules at which the power is to be disposed shall be confirmed 
and approved by the Federal Power Commission 
5. Rate schedules shall be such as to permit the recovery of the cost of pre 
ducing and transmitting such power and to amortize the capital investment 
allocated to power over a reasonable period of years 

6. Transmission lines and related facilities may be constructed or acquired 
by the Secretary of the Interior only when (a) funds therefor have been appro 


priated by Congress and; (b) they may be necessary in order to dispose of such 
power in wholesale quantities 
When the company’s proposal is measured against the specifie provi ns of 


said section 5, we find no difficulty in concluding not only that it complies with 
such provisions but that it provides an excellent plan by which the purpose of 
the Congress, as expressed in said section, may be carried out 

It is quite obvious that the Congress, in enacting section 5, was not seeking to 
prescribe in detail the manner in which the surplus power should be sold but 


only to set forth general directives to express the policy of the Congre 

We have found nothing in the section or in the discussions of the bill when it 
was being considered by the Congress, to justify the conclusion that if a prefer 
ence customer desired to purchase available power the Secretary of the Interior 
is required to construct or acquire transmission ling n order to make direct 


4 


\ctually ft] authority given in this 


imited The Secretary of the Interior may construct 


delivery at wholesale to such a customer 
respect 1s definitely ] 


acquire transmission lines only when necessary in order to dispose of such power 


in wholesale quantities and there has been an actual appropriation by Congre 
of the funds required for the construction or acquisition of such lines. Had 
the Congress intended that the Secretary have blanket authority to construct o1 
acquire transmission lines so as to make direct delivery to preference customer 
it would have included a general rather than a limited authorization. «Quite 
clearly, the Congress intended that transmission line vere not to be constructed 


or acquired if other facilities were available for the purposes of the section 
When the section was under consideration, Secretary Ickes fully recognized that 
transmission other facilities 


lines were not to be constructed or acquired unle 
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were not available and unless specific appropriations were made, but he stated 
that the Department needed this limited right to improve its bargaining position. 
It should be noted also that that part of section 5 which grants this right applies 
not only to preference customers but to private companies. Where transmission 
facilities were adequate and available, Congress intended that they be used 

In view of the plan proposed by the company, it certainly cannot be said that 
it is necessary for transmission lines to be constructed or acquired by either pur 
chase or lease. If such lines were constructed or so acquired, this would in 
crease the cost of the available power to preference customers, as the price to 
customers must cover not only the cost of producing the power and amortizing 
that part of a project allocated to power but the cost of transmitting the power and 
amortizing the cost of construction or acquiring transmission facilities. The plan 
in question offers to preference customers every advantage which the act seeks to 
give them and, in addition, enables them to obtain other current as needed from 
the Georgia Power Co. ‘The plan likewise authorizes a preference customer to pur 
chase direct if this is preferred. The Secretary of the Interior is to be permitted 
to withdraw blocks of power from the plan as to any customer who may desire 
to purchase direct. In addition, the whole plan may be terminated on 3 years’ 
notice if the preference customers find it to their advantage to purchase direct 
When the purpose of the Congress, as set out in section 5, is measured against 
the proposed plan, it is quite evident that the proposed plan will give full effect 
to the purpose of the Congress and will give to preference customers not only any 
benefits which the section may seek to make available to them but also the 
benefit of obtaining additional current from the Georgia Power Co. 

The contention has been made that section 5 makes it mandatory that the 
Secretary construct or acquire transmission lines in order to deliver power 
directly to customers because of the language ‘“‘who shall transmit and dispose 
of such power and energy.” Such a construction is inconsistent with the 
limitations imposed on the right of the Secretary to construct or acquire trans 
mission lines already discussed [t would in many cases, be inconsistent with 
sound business principles and to so argue is to suggest that the Congress, regard 
less of the economics and common-sense solution of any particular situation, 
intended to tie the Secretary’s hands with an unreasonable technicality and force 
him to do that which the Congress, in a later sentence of the section, expressl 
prohibited him from doing unless “necessary.” 

Sale of power by the Secretary at a Government project to a utility company 
under a contract requiring the utility company to transmit and deliver an 
equivalent amount of power to designated preference customers, at designated 
locations and at designated prices, constitutes the equivalent of the transmission 
and disposition of such power and energy by the Secretary. The Congress is 
bound to have known when section 5 was enacted in 1944 that such a method 
of transmitting and disposing of energy was possible and practicable. More 
over, this method of transmitting and disposing of power is more consistent 
than any other with the later proviso of section 5 that the power should be 
disposed of “at the lowest possible cost” and in conformity with sound business 
principles ; and with the further requirement that transmission facilities should 
not be constructed unless necessary. 

The Department of the Interior in 1948 executed a contract with the Georgia 
Power Co. for the sale of surplus power at the Allatoona project in Georgia to 
be delivered to the company at the project bus bar. In this contract, the Secre 
tary of the Interior reserved the right to withdraw energy for use by preference 
customers. The Department, at that time, found no legal stumbling block to the 
making of such a contract. 

[t is interesting to note that in 1952, when the 1953 budget of the Department 
of the Interior was being debated on the floor of the Senate, Senator George re 
ferred to the company’s proposal as one “which will comply with all require 
ments” and Senator Hayden, the then chairman of the Senate Subcommittee on 
Interior Appropriations, concurred in this view, stating: “I am certain it would 
comply with the law, as it is of the type of bus-bar contract heretofore made.” 
These gentlemen were thoroughly familiar with the requirements of section 5 of 
the Flood Control Act of 1944, having participated in its enactment. 

If the proposal in question is examined from the standpoint of the Federal 
Government, we find that it is advantageous for the following reasons: 

(a) No additional moneys need be appropriated by Congress for the purpose 
of constructing transmission lines or other facilities which would duplicate 
existing facilities; 

(bd) Preference customers desiring such power would be able to obtain it at 
a rate to be approved by the Federal Power Commission ; 
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(c) The plan is sufficiently elastic to permit the withdrawal by the Departme 
of the Interior of blocks of power to be furnished to any preference 
direct if a situation should arise so as to make this advisable ; 

(ad) The contract may be canceled in its entirety upon 3 years’ notice if the 
Department decides that it wishes to furnish power direct to such prefere 








customers. 

If the proposal is examined from the standpoint of the preference customers 
we find that they get all of the benefits possible under the act, to wit 

(a) Under the rate for project power, they obtain the benefit of any price 
advantage which they will be entitled to as to such available power. 

(b) To the extent that such available power is not sufficient, they can obtain 
additional power from Georgia Power Co. 

(c) If at any time they desire to purchase available power direct, they can 
ask the Secretary of the Interior to withdraw sufficient blocks of power from 
the agreement for their needs. 

The Secretary of the Interior has authority to make sales of available power 
to private power companies as well as to preference customers. The proposal 
in question is a well-reasoned plan to give preference customers all of the 
benefits which the act offers them and, in addition, to assure them as customers 
of the Georgia Power Co. that, to the extent they need current in addition t 
that available under the rate for project power, they can still obtain it under 
the regular standard rate which is passed upon by the Georgia Public Service 
Commission. 

Our conclusion is. therefore, that, as the proposed plan conforms with eac! 
of the 6 directives of Congress contained in section 5 of the Federal Flood 
Control Act of 1944, the Secretary of the Interior has the legal authority t 
enter into the proposed contract. 

Very truly yours, 
MacDoucaLp, TrouTMAN, Sams &S 


ExHIsiT B 


(See p 1182) 


Mr. CHARLES W. LEAvy, 
{dministrator, Southeastern Power Administration, 
Elberton, Ga. 

Dear Mr. Leavy: In March of 1950 Gulf Power Co., together with its a ite 
companies in the Southern Co. group, submitted to the Southeastern Power Ad 
ministration a proposal for the purchase and delivery over their respective sys 
tems to preference customers power from Clark Hill and other Federal reservoir 
projects under construction or planned for construction within or near their 
service areas, 

At the request of the Department of the Interior the scope of this propos 
was shortly thereafter limited so as to provide for such purchas ! 
by Georgia Power Co. of power from Clark Hill. Since that time Georgia Power 
Co. has been attempting to negotiate such an agreement 

Gulf Power Co. has furnished construction power for the Jim Woodruff Dan 
project since the inception of the project and our existing transmission system 
plus additions which will shortly be completed, will permit systemwide delivery 
of Jim Woodruff power to preference customers. 

Since this project is nearing completion we believe that the administrat 
will now be receptive to proposals for the purchase of power to be produced there 
I therefore suggest that we meet with you at such time and place as you ma 
designate for the purpose of negotiating and consummating such an agreement 

Our company is willing to purchase such power generated at Jim Woodruff! 
Dam as may be allocated to our service area under the terms of the proposed 
Georgia Power Co. contract. We feel that any question as to the conformity of 
this proposal with congressional policies regarding the disposition and handling 
of power generated by Federal reservoir projects was eliminated in the re 
Senate debate on your Administration’s request for appropriation 

I believe that we can work out the details of the agreement promptly.and 
would appreciate your letting me know when and where we may get together t 
discuss the matter. 

Yours sincerely, 


r 
} 
i 





and 
ana a 


JAMES F. Crist, President 
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ExuiBir C 
(See p. 1182) 


UNIrep STATES DEPARTMENT OF THE INTERIOR, 
SOUTHEASTERN POWER ADMINISTRATION, 
Elberton, Ga., January 28, 19538 
Mr. JAMES F. Crist, 
President, Gulf Power Co., Pensacola, Fla. 


My Dear Mr. Crist: During the month of August 1952, the Southeastern 

Power Administration received from your company and from the Georgia and 
Alabama Power Co. substantially identical letters with reference to the March 
24, 1950, offer made by the Georgia Power Co. in behalf of itself and its asso 
iated companies to purchase all power from Government reservoir projects 
in the area. Despite the fact that the offer had long before been rejected by the 
Southeastern Power Administration and the Georgia Power Co., so notified on 
several occasions, the letters volunteered a reminder that the offer had been made 
so as to apply not only to the Clark Hill project but also to the Jim Woodruff 
project. 

To preclude any possibility of a misunderstanding on your part it may be 
necessary to point out, although the matter would appear to be self-evident, that 
the disposal of Jim Woodruff power is subject to the same requirements of law 
as the disposal of Clark Hill power. The Southeastern Power Administration is 
no more able with respect to Jim Woodruff than with respect to Clark Hill to ec 
tract away the rights of public bodies and cooperatives who wish to purchase 
power from the Government, or to give to your company that preference in the 

le of power which is by law given to public bodies and cooperatives 


Sincerely yours, 





CHas. W. LEAVY 1d) 


Exnrpitr D 


see p. 11 


Mr. CHAs. W. LEAvy, 
i\dministrator, Southeastern Power Administration. Elberton, Ga 
Dean Mr. Leavy: I have your letter of January 2s l 
etter of August 8, 1952, which reiterated our willingness to contract with your 
Administration with respect to power to be produced at the Jim Woodruff proj 


by the Georgia Power Co., for the 


1955, in response to 


9 






ect under similar terms to those proposed 
Clark Hill project. 

Surely you must know that this proposal does not, as you state, require you 
to “contract away the rights of public bodies and cooperatives ho wish to 
purchase power from the Government.” Under the proposal we would furnish 
at our own expense al 
as firmed up by our own generating plants, to preference customers designated 
by the Government, and we would deliver such power at whatever price the 
Governn ent charges us plus only the “barebones” cost of transmitting it All 

his is fully set out in the letter of January 10, 1953, written by Mr. Harllee 
Branch, Jr., pre sident of Georgia Power Co., to Secretary Chapman in response 
o the latter’s letter of January 2, 1953. 

The Interior Department proposes that the Government take over our cus 

tomers id the responsibility for supplying not only their present but their future 


needs. This means inevital 


| necessary facilities to deliver power from Jim Woodruff, 


ily the expansion of the Government’s generating and 
transmission facilities including the construction of steam generating plants 
to supplement waterpower sources In other words you would nationalize that 
part of the electric power industry serving this particular class of our citizens. 


Regardless of choice of language that is the fundamental issue. 





Our proposal is so obviously advantageous to the preference customer” and 
to the power producing value of these | rojects (especially in the instancs of the 
lim Woodruff project which can produce no dependable power i 
is difficult to understand why it is unacceptable. If you are determined to put 
the Southeastern Power Administration into the electric distribution business 
throughout this area. regardless of cost to consumer or taxpayer, would it not 
} 








be fair for you to so state in order that the issue may be clear to everyone con 


erned ? 


Yours sincerely, 
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Oppostrrion ro TRANSMISSION Ling CONSTRUCTION 


GULF POWER CO., PENSACOLA, FI 


STATEMENT OF J. F. CRIST, PRESIDENT 


GENERAL STATEMEN'I 


Senator Corpon. Mr. J. F. Crist, Gulf Power Co. 

Give your hame and state for whom you appear, please 

Mr. Crist. Mr. Chairman and members of the committee, my name 
is J. F. Crist. Lam president of Gulf Power Co., whose headquarter 
are at Pensacola, Fla. 

Our company supplies electric service in northwest Florida. We 
serve the 10 counties which lie west of the Apalachicola River. Sery 
ice 1s supplied to 64,000 cutomers directly and about 16,000 indire tly 
through 4 rural electric cooperative md 1 nonaffiliated utility 
company, 

Gulf Power Co. is | of the f operat ng companies of the Southern 
(‘o. group, and its electric system 1s opt rated asa part of the integrated 
Southern Co. system. The company and its associated companies have 
always met every requirement for electric service within their service 
areas promptly and idequate lv. Thev give good service at reasonable 
rates, and their standing is high in every community which they serve 

Your committee was good enough to hear me on this subject last 
vear and year before last when we opposed the construction of tran 
mission lines from the Jim Woodruff project, and I will, therefore, 
make this statement brief, 

We understand that the construction of transmission lines has been 
eliminated from the budget request, but that there remains a request 
‘or $100,000 for fiseal 1954 for preliminary engineering studies and 


investigations relative to future transmission-line constructio 
BASIS OF OPPOSITION 


If any of this request is for the planning of transmission lines out 
of the Jim Woodruff project we wish now to go on record as opposing 
it. We oppose it on the erounds that such lines are not necessary 
because the job of effecting the widest possibli use of Jim Woodruff 
power can be done better and at less expense through the use of our 
facilities and those of the other privately owned utilities in the area 

At the end of the table is a map of the service area of Gulf Power 
Co. Although marked “Exhibit A” I do not offer it for the record 
because of the expense of reproducing it in the recora. I will mply 
refer to it for convenience. 

The Jim Woodruff project 1s W here you W ill see the red s) mbol o1 
the map, to which Mr. Early is pointing. Two miles downstrean 
from that project is our company’s River Junction steam plant \ 

Is now producing LO.000 kilowatt of firt 1 powel and 1s sched led to 
produce 80,000 kilowatts of power by the end of 1953. Over a 115 
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(W0-volt transmission line, which goes into the Jim Woodruff project, 
Gulf Power Co. has supplied the entire construction power require 
ments of that project, and we will continue to supply them just as 
long as power is needed. That line alone is of sufficient capacity to 
earry all of the power which will be produced at the project. There 
are 3 additional 115,000-volt transmission lines which Gulf Power is 
building into the area. There is a line running from Panama City 
northeast into the area, and the second line is running, first, to the 
east and, then, north to interconnect with Georgia Power Co., and 
the next line is a line running due east to connect with Florida Power 
Corp., and the other line is a line running northwest and then north 
to connect with the system of Alabama Power Co. All of these lines 
will terminate at the River Junction plant which, as I stated, is only 
2 miles from the Jim Woodruff project. I called attention a mo 
ment ago to Florida Power Corp.’s 115,000-volt transmission line 
interconnecting with our system at the Apalachicola River. I men- 
tion those lines to show that the Jim Woodruff area at a very early 
date will be virtually a hub of transmission lines. Certainly no ap 
propriation is necessary for planning any more transmission lines in 
the area. 


NEGOTIATIONS WITH SOUTHEASTERN POWER ADMINISTRATION 


I would like to tell you very briefly of the status of our negotiations 
with the Southeastern Power Administration. Originally our com 
pany was a party, together with its associated companies in the 
Southern Co. system, to the proposal made 3 years ago in which we 
offered to distribute without profit power from Federal reservoi1 ‘ pro 
jec ts within our service area. This is the so-called Georgia proposal 
which Mr. Branch has just described, and it would effect the widest 
possible distribution of electric energy from these projects at the 
lowest possible cost, because it entails the use of existing privately 
owned transmission networks and facilities without profit to the 
owners of those networks. It also provides the only logical means of 
firming the power from these projects, and, further, it offers an im 
mediate market for all classes of power produced by them. 

Last August our company wrote the Southeastern Power Adminis- 
tration reiterating this offer and asking for a conference to discuss 
the details: in January 1953, 6 months later, the Administrator re 
sponded to our letter, re jecting the offer. We replied to his letter 
on February 16, and I offer these three letters as exhibits B, C, and D. 

Senator Corpon. Those letters will be made a part of the record. 

Vis letters referred to appear on pp. 1179 and 1180.) 

Mr. ‘nist. Rural electric cooperatives and governmental agencies 
account for 24 percent of Gulf Power Co.’s total electric sales ‘and 12 
percent of its revenues. 


CHARGE TO REA COOPERATIVES 


Senator Youne. What is your average charge to the REA co-ops? 

Mr. Crist. 7.2 mills. These are shown on exhibit E. 

Senator Corvon. That exhibit at this point will be made a part of 
the record. 
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(The information referred to follows :) 


ExHiBit | 
Gulf Power Co. servic to rl coo pe alives and “re (rovernment loads, yea 19452? 
Number of | Max 1 —_—— 
ustomers kilovolt Kilowatt r ‘? 
Ler sl, sm pere urs ” — - : we 
L952 le 
Rural electric cooperatives 
West Florida Electrix ra 
tive, Inc 952 100 t 0 $OR, 536. 687 
Escambia River Electric Coopera 
tive, Ine 120 444, SOK 20 4 
Escambia River Electric Coopera 
tive, Ine mY S40 488, 000 ] 04. 67 HUSE 
Choctawhatchee Electric Coopera 
tive, Ine., DeFuniak 2, 493 26 314, 500 18, 336. 00 
Choctawhatchee Electric Coor 
erative, Inc., Laurel Hill 380 8 2, 806, 20 21, 250 
Gulf Coast Electric Cooperatis 
Ine 2 ) 122, 400 2 11. 20 t 
lotal, cooperatives i, 703 ” $4, 807, 900 0). 183 RR 
{ 8. Government contracts } 
mum, 500 kilowatt 
U.S. Naval Air Station, Mainsi 
Pensacola 0) S12, 300 4, 732. 08 ie 
U. 8S. Naval Air Station, Saufley 
Field, Pensacola ti 160. 000 0, 582. 43 24 
U. S, Naval Air Station, Whiting 
Field, Milton . 24. 720 41.9 197 
U. 8. Air Force, Tyndall Field 
Panama City 4 x) i 1 “i 
Federal Works Agency, | ma 
City 3 ) 
U.S. Navy Mine Countermeasur 
Station, Panama City 640, 600 817. 60 49 
{ S. Air Force, Eglin Fi 
Valparaiso 350 39, 304, 500 405, 227. 38 310 
Total, Government contracts 20, 937 61. 515. 093 666. 533. 20 OR35 
otal, rural cooperative ind re 
Government contracts 31, 942 %, 322, 903 ) 716. 37 ) 
Gulf Power total sales 105. O48. 849 7. 679. 565. 31 ROK 
Ratio of rural cooperative and larg 
Government contract sales to Gu Percent Pe 
Power Co.’s total sales 23.8 11.9 


ernand expressed in kilowatt 


Mr. Crist. [ suppose these customers are considered as fair game by 
the Southeastern Power Administration, yet we have always supplied 
them with adequate service at reasonable rates. Exhibit F shows how 
the average price paid Gulf Power Co. by the rural electric coopera- 
tives for wholesale electricity and how it has steadily declined from 
1.24 cents per kilowatt-hour in 1940 to 0.72 cent in 1952. 

Senator Corvon. Exhibit F, mentioned by the witness, will be made 
a part of the record. 
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(‘The information referred to follows:) 


Exuispir F 


> ) » 
( Power Co. annual wholesale power sales to RE _A-financed elects 
Numt 
Pow 
sour 
} 
¢ t 
from ( 
( 1da 
40) «it $e 8 
4 58 ) ) 
1942 ; 1, 304 S 
943 ‘ 63 y2 
144 4 O48, 8 “4 
a4 { 4%. 15) { 
Mh LSS, £ &, 4 
) - 2 os 
d48 10. 493.8 x 
y49 
M i 9 
io 4 ’ 4 1 
195 ‘ s, O 4 ZU 
, 4 4. 807, 90) ) 18 
‘ ( . ie py ( ju \ 1 
rea ll t ene to fa 1 il } n I 
I 
Mi to eA R he s 1 hich ¢ ( t 
G ( 


Mr Crisr. In conclusion, may I respectfully urge this committe 
to appropriate no funds for planning of facilities in the Jim Wor 
ruff area, and no funds for the purchase of power and rental facil 
ties in connection with that project. Such appropriations would be 
wasteful and unnecessary and could only lead to the duplication of 
existing facilities. 

Mr. Chairman, I want to thank you and the members of your com 
mittee for consideration of our position, and I have one other matter, 
f you please, that I should like to file for Mississippi Power C« 


INSTALLED CAPACITY OF JIM WOODRUFF PROJECT 


Senator Corpvon. Before you do that, Mr. C rist, W il] ye state for 
the record. if you h: ave the data, the inst: acs capac ty of - Jim Wo 
ruff, whether it be now or fi illy installed or later to be installed, and 
the ene ce outp ut that is contem P lated the ret 

Mr. Crist. The installed capacity is to be 30,000 kilowatts [t is not 

et inst: talledL, but they plan to in tall three 10,000-kilowatt units. The 
energy isa rather diffic ‘ult thing te tle ite because there is no de spe ndable 
energy in the project atall, During periods of high water the project 
is flooded out. There are approximately ‘ 200 million kilowatt-hours 
per year of various classes of energy, but I do want to repeat that there 
is no dependable energy in Jim Woodruff project. 

Senator Haypen. Would that ene rgy be made dependable if storage 
were provided further epetee am ¢ 

Mr. Crist. No, sir: I do not think that would be possible. The 
only way to make the energy depe ndable would be to integrate Jim 
Woodruff project with pr ‘eferal ly a system of steam generating 
plants. This is the reason I say that our proposal is the only logical 
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method to get valuable power, marketable power, from the Jim Wood 
ruff project. 

Senator Haypren. You state that the powerplant was flooded out. at 
certain seasons of the year, and my thought was that if those floods 
were controlled higher upstream so that it would not flood it out it 
would have greater capacity, would it not ? 

Mr. Earry. It would not be possible to exert that much control 
over the Apalachicola River at Jim Woodruff when the flows are 
too high. 

OTHER CONTEMPLATED DAMS 

Senator Corpon. Is there not at tl 
other dam or dams further up! 

Mr. Earty. Yes; there is one at lower Columbia and upper Colum 
Dla and New Fork. When those are all Ih vou will still have Jim 
Woodruff flooded out at certain times of the year. 

Senator Corvon. You would have more dependable power from 
Jim Woodruff ? 

Mr. Eary. Dependable power Is power ivailable all the time. If 
there is a period during which that power is not available then it 
it not dependable power. 

Senator Corpvon. I am not saying dependable power; I am saying 
more dependable power. I do not mean more power that is depend- 
able, I mean power that is more dependable. 

Mr. Earty. The period during which the power would not be avail 
able would be shortened. 

Senator Corpon. All right, it would be more usable power, more 
valuable power; it would be a different kind of power, would it not / 

Mr. Crist. It is either dependable or it is not. If it is not available 
when needed it is not dependable. 

Senator Corpon. If you can so control it that at least it will flow 
with more regularity than nature places it on the ground then it re 
sults in more dependability, does it not, even though that may not 
be firm ? 

Mr. Crist. The degree of dependability is improved. I want to 
point out that the location of the Jim Woodruff plant on the Apalachi 
cola River is just below the confluence of the Flint and the Chatta 
hoochee, and there is no shortage provided on the Flint, so, as Mr. 
Early pointed out, there would be great difficulty in controlling the 
flow so as to appreciably improve the power. 


1e present time contemplated an 


DRAINAGE AREA OF RIVERS 


Senator Corpon. What is the situation with respect to the relative 
size of the drainage areas of the two rivers? Does the Flint drair 
us much or as large an area as the Apalachicola ? 

Mr. Crist. It is a smaller area than the Apalachicola. 

Senator Corpon. Then the major hazard comes in the Apalachicola ¢ 

Mr. Crist. That is right. 

Senator Corpon, That is the river on which the upper dams would 
be built, or at least are planned ? 

Mr. Crist. No; because the Apalachicola only begins at the point 
where the Flint and Chattahoochee join. 

Senator Corpon. I beg your pardon; I should have said Chatta 
hoochee. 
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Mr. Crist. Thi: at is correct. 

Senator Corvon. The dams above, which are now under contempla 
tion, would be on that branch of the Apalachicola which drains the 
greatest area of the country and therefore would be subject to the 
heaviest floods. That is correct, is it not? 

Mr. Crist. That is correct, if by that branch of the Apalachicola 
you mean the Chattahoochee River. 

Senator Coxpon. I am speaking now of the branches of the Apalach- 
icola, of which the Chattahoochee is one and the Flint is the other. 
Is that not what you told me a minute ago? 

Mr. Crist. I do not believe I would call either of those two rivers 
a branch of the Apalachicola. 

Senator Corvon. Their confluence makes the latter. 

Mr. Crist. Right. 

Senator Corvon. They are branches. 


INTEGRATION OF JIM WOODRUFF, ALTOONA, AND CLARK HILL PROJECTS 


Mr. Earty. Senator Cordon, I would like to point out that one way 
of valorizing the power at Jim Woodruff is by integrating it, say. 
with Clark Hill and Altoona projects, which are storage projects that 
have their maximum output at the time that the Jim Woodruff is being 
flooded out, and the Georgia proposal specifically provides for suc ‘h 
integration of the Federal power projects. 

Senator Corvon. I understand that. What I had in mina was this: 
Senator Hayden brought up this question, of whether there might not 
be a bit of greater safety from flood, or less danger from flood by vir 
tue of whatever regulation would be effected by dams upstream, and 
I take it from what you say that the construction of those dams 
would, to some extent, increase the degree of dependability of the 
power and lessen to some extent, at least, the adverse results of floods. 

Mr. Earty. Yes, sir. 

Senator Corpon. But that there would still be danger of that type 
of a complete flooding that would shut the works down. 

Mr. Earry. That is correct, not only the danger, but there would 
be the reality of that. 


ESTIMATE OF PROPOSED INSTALLED CAPACITY 


Senator Corpon. Now, can you give for the record an estimate of 
the proposed installed capacity of the upper Chattahoochee Dam? 1] 
would like to get some idea of the total installed capacity there, and 
some idea as to what we might expect in the way of power from the 
upper dam. 

Mr. Crist. I think we will have that in just a moment. 

Senator Corvon. While we are looking for that, Mr. Crist, am I 
correct in understanding that your company is prepared to present 
a type of contract substantially the same as that presented by Georgia 
Power Co. ? 

Mr. Crist. Yes, Mr. Chairman. We are not only prepared to do 
so, but we have made a written offer to that effect. 

Senator Corpon. Is it the same contract or does it have some dif- 
ferences ¢ 

Mr. Crist. It is the same proposal. 
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Senator Corpon. All right. 

Mr. Crist. The upper Columbia project has an ultimate capacity 
of 130,000 kilowatts. 

Mr. Earny. Buford has 86,000 kilowatts 


ARMY ENGINEERS STUDY OF FOUNDATION CONDITIONS 


Mr. Crist. It is brought to my attention that the Army enginee! 
state in their report of January 1, 1953, that “planning studies con 
ducted in 1952 revealed unfavorable foundation conditions at the site 
of the proposed upper ¢ olumbia lock and dam Preliminary founda 
tion investigations show better condition In the vicinity of Fort 
Gaines and preliminary engineering and design studies indicate that 
the most economical development of the section of the river betwee 
the head of the Jim Woodruff Reservoir and Columbus would be a 
high dam in the vicinity of Fort Gaines and a low dam in the vicinity 
of Columbia. Engineering and design studies are continuing in o1 
der to determine the best plan of development.” 

With that information I do not believe that the figure of 130,000 
kilowatts that I gave you for Columbia should be given too mucl 
weight. 

Senator Corpon. That is right. Very well, sir. You desire now 
to present another statement on behalf of another affiliated comp inv ¢ 


STATEMENT OF MISSISSIPPI POWER CO, 


Mr. Crisr. 1 would like to present a statement on behalf of Mis 
sissipp1 Power Co., one of our a sociated companies, for Mr. L. ? 
Sweatt, president of that company, who was unable to be here. 

Senator Corpon. Will you indicate where on the map the service 
system of the Mississippi Co. isf Does it come up and abut 
on the map ¢ 

Mr. Crist. I am unable to do it on that map, but I do have a may 
of the entire Southern Co. system showing the Mississippi Power Co. 
area, and the Gulf Power Co.’s area. You may have that. 

I submit that Mississippi Co. statement. 

Senator Corvon. That statement will be made a part of the record 

(The statement referred to follows:) 


yout 


STATEMENT OF MISSISSIPPI POWER CO. IN OPPOSITION TO THE APPROPRIATION 
CERTAIN FUNDS REQUESTED BY THE SOUTHEASTERN POWER ADMINISTRATION FO 
rHeE Fiscat Year 1954 


It is our understanding that the SEPA is requesting for the fiscal year 1954 an 
appropriation in the amount of $100,000 for preliminary planning in connectio 
with future transmission line construction, We believe that such an appropria 
tion is not necessary and should not be granted 

Mississippi Power Co., which I represent, is a privately owned electric utility 
which generates, transmits, and distributes electric energy in the 23 counties of 
southeast Mississippi. At present it employs 639 people and is furnishing electric 
service at retail to 88,502 customers. At the end of 1952 the company’s invest 
ment in electric facilities amounted to $46,121,178. Present plans call for 
expenditure of $21,608,000 for new construction during the years 1953-55, inclu 
sive. This includes additional heavy-duty transmission lines and addition 
steam electric generating capacity 

Mississippi Power Co. furnishes the wholesale power requirements of all REA 
financed cooperatives who are also distributing electric energy to farms and rura 
homes in southeast Mississippi. There are 6 such cooperatives, and they hav 


il 
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separate sources of power from Mississippi Power Co. In the calendar year 1952 
their power purchases totaled 74,189,872 kilowatt-hours which cost them an 
average of 6 mills per kilowatt-hour. 

Since its organization Mississippi Power Co. has actively assisted in the indus 
trial, agricultural, and general economic development of its territory During 
the past 10 years the company has assisted in locating 97 new industries in 
various communities in which it operates 

Mississippi Power Co. pays a substantial portion of its revenue for the finan 
cial support of local, State, and National Governments. For the year 1952 total 
taxes amounted to $3,172,252, or 29.2 cents of each dollar of its gross revenue 
is 1 of 4 operating companies associated with the South 








Mississippi Power Co. 
ern Co. The others are Alabama Power Co., Georgia Power Co., and Gulf Power 
Co. The generating plants of these 4 companies are interconnected with heavy 
duty transmission lines and from a power-supply standpoint are operated as 1 
integrated system 

As mentioned before, the SEPA has requested an appropriation of $100,000 for 
the 1954 fiscal year. This appropriation, SEPA states, is for plans to construct 
transmission lines in the future, some of which would be in the territory served 
by our associated companies. Such transmission lines are not needed nor will 
they be needed to distribute power from flood-control projects to preference cus 
tomers in tke territory of our associated companies. Under the pending offers of 
our associated companies they will distribute surplus power generated at all 
flood-control projects in their territory to preference customers. This will be done 
with the companies’ own transmission lines from the site of such projects to the 
preference customers 

In view of the fact that our associated companies are ready, willing, and able 
to handle this flood-control power on a fair and reasonable basis, we feel the 
appropriation of $100,000 would be a waste of the taxpayers’ money. We, there 
fore. request that no funds be appropriated for SEPA to make advance plans f 
the future construction of transmission lines 

L. P. SWEAT 


President, Mississivpi Power Co., Gulfport, Miss 


Senator Corpon. | would like to address this to you, Mr. Crist, and 
to Mr. Branch, and, through you, to the Mississippi company and the 
Alabama Power Co. in this group. 

Mr. Brancu. Mr. L. M. Smith represents them. 

Senator Corpon. And then to Alabama. 

It might prove helpful if we had a statement for the record indica 
tive of what each of the companies is prepared to do in connection with 
this type of contract: the area of service and the identity and general 
geographical location of hydroelectric dams in the old area, together 
with a skeleton of data as to capacity and character of power. 

Mr. Crist. We will be glad to furnish that statement. 

Senator Corpon. And with it a statement as to the percentage of 
firm power that would be available from those hydroelectric plants 
as compared to the probable total needs of the public bodies in the 
respective areas. 

Mr. Brancu. I think we can do that. As Mr. Crist said. I would 
like to suggest that the first suggestion of the chairman as to the 
position with reference to the proposal will be contained in the state 
ments which Mr. Crist has made for Gulf and which he has filed for 
Mississippi, and which Mr. Smith is about to file for Alabama. But 
the description of facilities and other data can be supplied in such 
a Statement. 

Mr. Crist. I do not believe Mississippi’s statement carries that. 

Senator Corpon. The statement as to the offer or willingness to 
contract. 

Mr. Crist. We can make that statement on behalf of Mississippi 
at this time. I am not sure the statement specifically says just that. 
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Senator Corvon. Mr. Smith of Alabama Power Co., will you come 
forward, please ¢ 

Mr. Brancu. Mr. Collier calls my attention to the fact that such a 
commitment for all of the Southern Co. area is in the March 24, 1950, 
proposal, in which all companies indicated their willingness to enter 
into such an agreement. 

Senator Corpon. We are particularly interested in getting in this 
record, and we can incorporate in the record if it is not in there, infor- 
mation showing the location of the Federal projects, both constructed 
and to be constructed, and the capacity of them, and the percentage 
of that capacity, as to the present and prospective needs of the public 
bodies. 

(The information referred to follows :) 


COMPARISON OF PREFERENCE CUSTOMER’S LOADS IN THE SOUTHERN Co. SERVICE 
AREA WiTH PowrER AVAILABLE OR TO BE MApDE AVAILABLE FROM FEDERAL 
WATERPOWER PrRoJEcTS CONSTRUCTED AND UNDER CONSTRUCTION 











Preference custome ads 
| | j 
i ~ 
REA co-ops Muni ties Total 
cisaiees ‘ diated i 
| | 
| housand rhousand housand 
|} Kilowatts kilowatt Kilowatts kilowatt- Kilowatts kilowatt- 
j hours hours hours 
1952 | | 
Alabama sal 57, 100 202, 620 4 20 188, 238 | 102, 420 300, 858 
Georgia “ 117, 213 423, 205 | 125, 501 541, 476 | 242,714 04, 771 
Gulf - 11, 005 4, 808 11, 005 4, 808 
M ississippi oa 19, 038 74, 1% 19, 038 74, 190 
rotal | 204, 356 734, 913 170, 821 729, 714 75,177 1, 464, 627 
1953 
Alabama ° 62, 320 224, 443 § 7 10, 900 1 243 
Georgia 138, 360 505, 000 138, 000 600, 000 - 2 000 
Gulf a 12, ORS 42, 220 42 220 
Mississippi 21, 000 S1, 840 81. 840 
Total 234, 668 B85 A), 188, 770 810, OO 423, 438 1, 664, 403 
1954 
Alabama 52, 430 164, 000 53, 875 293 RK 106. 305 IR7 ROO 
Georgia ! 159, 460 590, 000 150, 650 660. 00K 310, 110 1. 250. 000 
Gulf 14, 980 49, 650 14, 980 49, 650 
M ississippi 23, 000 91, 000 23, 000 91, 000 
Total 249, 870 804, 650 204, 525 R83, 800 454, 395 1, 778. 450 
195 
Alabama 57, 440 186, 000 57, 197 137, 600 114, 637 423, 600 
Georgia ! 180, 000 675, 000 164, 215 725, 000 44, 215 1, 400, 000 
Gulf 17, 170 7, 595 17,170 7, 595 
Mississippi 27, 000 107, 000 27. 000 107, 000 
Total 281, 610 1, 025, 595 221, 412 962, 600 503, 022 1, O88, 195 
1956 
Alabama 61, 770 206, 000 59, 821 248, 500 121. 591 454. 500 
Georgia ! 201. 320 765. 000 177. 610 790, 000 S78. O30 I ono 
Gulf 19, 450 66, 200 19. 450 66, 290 
Mississippi 0, 000 117, 120 30, 000 117, 120 
Total 312, 540 1, 154, 410 237, 431 1, 038, 500 49, 971 2 192. 910 
1 Preference customer loads in Georgia do not include the loads of 6 REA co-ops and 5 municipalities 
in the service area of the Georgia Power & Light Co. in southern Georgia whose requirements are 
currently being supplied to the Georgia Power & Light Co. by the Georgia Power Co 
3222 53—pt. 2——-5 
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Capahi lity of Federal proje cls, Southern Co. area 








| 
| Firm marketable power, 
i ae oo integrated 
or Installed Firm energy, 
Project - ai | capacity thousand 
ater testy Ae ri} +t. 
preter | kilowatts ! kilowa i Thousand 
hours : 
Kilowatts kilowatt 
| hours 
Allatoona 1950 74, 000 82, 000 27, 000 118, 000 
ark 3 7 
: ae ee (44) : 1954 141, 000 237, 500 70, 000 306, 600 
Jim Woodruff (44) 1954 15, 000 , 500 17, 000 74, 500 
Buford 1957 86, 000 120, 000 35, 000 153, 300 
Total 316 000 512, 000 { 5 
. 316, §12, 149, 000 552 
Deduct 10-percent losses ; ; os br vee 
Available for delivery to preference or 
customers 149, 000 587, 160 


1 Data from Interior Department Power Pro 
fiscal year 1954 justification statement 
2 Capabilities when integrated with Southern Co. system. 
’ 4 of plant capability assigned to Southern Co, territory. 
* Peak diversity offsets peak transmission losses. 


ject Responsibilities, dated October 1952, and from SEPA 





°c e ( 
INTERIOR DEPARTMENT APPROPRIATIONS, 1954 l 191 





} = = —- : 2S 
= - —— = = —— , 
a = a= < 5 = 
j 3 pe 6 5 co + a iN Se 
| s a = [J 
| e 
} 


100 
0 
O00 
O00 


Mississippi 


00 
40 | 


Gulf 


Peak hour 


60 











= = Se x Se oe == = 
: = =< == = =x = 4 
oe ot ~ — Bs + 
be nN Yr =% = 5 
S = = BARS 
= = = ar in 2S = 
e I => SS SS : 5 
> = = =~ 4 = Pa 
~ | = - 
2 < 
— os - = . 
8 54 - ~ r. 
~ Be a oe $ 
Pry 2 s = : 
> - 2s - Se 5 
“sal o 2 
— _ _— 


2 & = oS @ oa} - Ee 
= Siz : S fa ’ 
= < 
; s . y Py & 
. S = ae = : : 
= - C > 25} > OOg 
o~ s 


Oo 


S 
( 
inued through December, 








> 5 aS : 3 26 
E a . = > ~ ws 
™ - - - 





owa 


Ows Con 





. 
k 
‘ 
n kil 
er 











me =¢ 
= a 2 sa = AS - 
P hn ns : : 2 
© — = = = 3 2 wt 7 o 
Q a= = ~ oa & o + 2 
e 5 = é Ee ZL 4 > 
2&2 3 SS = ad F we 8 
an = > = = : a> a 
Se . - a x << ¢ 2 
- , — - _ S 3 
=% & x : 
ao - Z. OS . S hn 
| = — 





Z 
& 
< 
_ 
pe 
a 
© 
ra 
a 
Ay 
< 
_ 
fa 
a 
& 
en 
< 
A 
a) 
a 
oo 
Sc 
eS 
wm 
EY 
Z 


1192 


26S ‘% 
“LOST 


O0L “bz 
OOF ‘F 
000 ‘8 


lb 

OOF ‘IZ 
* 18 
00S “TS 
OOF OF 
009 “Lze 
00% “ELI 





OOF ‘SIT 


O0F ‘SI 


1ddtsstsst py 


| 00% “PLT 


00Z “FLT 


00F ‘18 





wapH 


mmoy ywog 


OOT ‘R99 ‘T 


OOT “899 “T 


& GOT 
002 “60T 


OOL ‘6PF ‘T 


000 ‘GZ 
002 “60T 


00 ‘OST 
000 ‘St 


000 “6 
OOF *F 
000 8 
000 ‘+ 


00S “TS 
OOF ‘OF 
009 “ZZe 


008 ‘262 ‘T 


006 ‘EET 


006 “E91 ‘T 
006 “61 


| 


000 


» 


penuyuo ) —say1iqnd ps ? 


ey “Bisnany 

Ur ‘VUIOY 

LIVA ;uUnO WP 

BIL W 
¥118 


st IBA 

ey ‘yoLMsuTug 
BE) ‘SHquIMjOD 
Sy ‘Rue Vy 
SLV “Uepspep) 


ssIy ‘UBIPLe py 
SSTJY ‘Sinqgseyjey 
OOVSU9 J 


IMYIY 


(e181g put 


AjjUunNUTUI09 ySe1BeU) 1}PBOO'T 


S Igo ony pus oipAy [By 
8 “ON SBS10f) ‘Jen ArBt 
gcé6l WC] JOSBsS 


nue 
Z ON Alleg 
jony Aseurlid 
P61 “IE “Ieq] Jo SB suOTyIT 
dv Jo SB sayjiqedeo jonj puv oupAy [RO 


fjjoedvo peseyoing 
I ON puourmey 
T ON Asivg 
ON 71 80Mg 
nf J0ATy 
jany Aseurllg 
UOT} RIOUNS [BNUUB OSRIVA VY 
sz) BAK &j deo ULI 
weg JyepuUulg 
-01pAH 
“E961 “1g “90q JO SB SUOTJIPPY 
SeIjTIqedeo Jen) puw oupAyY [e}O,L, 


84s Javgnbip 


Z pu’ “SON 


ZS6I ‘IE ‘9eq JO SB Se Iqudvo jany [e}0,, 


sjuyd sism0jsng 
oory 
snquinjog 
, 001} § SARC 
q pus y uepspeg 
{j1lovdvo peseyoind puw Arepuooeg 
I ‘ON }8aMg 
g§ pus ‘Z ‘I “SON u0)Rg” 
Z pues I s0N Bloot a | 
I snUB Wo 
p Z publ ‘Son [] LWW 
op € pure ‘Z ‘T “SON SaUBA 
SI} VMO[LY b pus 'g “ZT SON JUS May 
penulju09g—Asem 
penuljuoDO—Ze6I ‘IE “9eq JO sB szuRid jong 


mf pun oupliy ‘0, ) usaynog 





3, 606, 800 


5, 400 


16. 


174, 200 


1, 668, 100 | 





4evu 


Wse 


INTERIOR DEPARTMENT APPROPRIATIONS, 1954 1193 


ALABAMA POWER CO. 


STATEMENT OF L. M. SMITH, PRESIDENT 


PREPARED STATEMENT 


Mr. Smirn. Mr. Chairman and gentlemen, my name is L. M. Smith, 
president, Alabama Power Co., with headquarters in Birmingham. 
I have not had the pleasure of meeting with this committee before, 
but I do appreciate the opportunity of leaving this brief statement 
with you, and while it has a map attached I will be glad to deattach 
the map, if the committee so desires. 

Senator Corpvon. We will file the map in the records of the com- 
mittee. Is the statement tied to the map? 

Mr. Smirn. Yes, sir; but the statement can just be torn off. 

Senator Cornon. And the references are such that the map is not 
needed to understand the statement ? 

Mr. Samrru. No, sir. I would just like to say that we are vitally 
interested in this subject, and we are in accord with the enthusiastic 
remarks made by Mr. Branch, and we endorse them. We would be 
glad to answer any questions. Otherwise, I believe the statement 
outlines our position with respect to the subject under discussion, in 
that it points out our offer to make a contract similar to that of 
Georgia for such power as may be assigned to our service area. 


AVERAGE RATES CHARGED 


Senator Corpon. What is the average rate charged by your com- 
pany? 

Mr. Smiru. The average rate in 1952 for all the municipalities and 
REA co-ops that we served was 6.54 mills. 

Senator Corpon. May I inquire as to the rate of Mississippi, if it 
is known, Mr. Crist? 

Mr. Crist. I think I have it right here, sir; 6 mills even, Mr. Chair- 
man. 

Senator Corpon. Senator Hayden, have you any questions? 

Senator Haypren. No, Mr. Chairman. 

Senator Corpon. I think that is adequate, Mr. Smith. I think we 
have the record made. 

Mr. Smiru. I appreciate the opportunity of appearing here. 

Senator Corvon. Mr. Smith’s statement will be made a part of the 
record. 

(The statement referred to follows:) 

STATEMENT BY L. M. SMITH, PRESIDENT OF ALABAMA PowWER Co., WITH RESPECT TO 
APPROPRIATIONS REQUESTED FOR SOUTHEASTERN POWER ADMINISTRATION FOR 
Fiscat YEAR 1954 
We are in accord with the written statement filed today by Mr. Harllee Branch, 

president, Georgia Power Co. and we endorse all that he says without taking 

up the time of the committee in repetition. 

We understand that the Secretary of the Interior has withdrawn the request 
for funds to construct transmission lines by Southeastern Power Administration 
during the fiscal year 1954 and that at the present time no such lines are con- 
templated. 

We do understand, however, that Southeastern Power Administration, in 
addition to an appropriation for operation and maintenance, is seeking an appro- 
priation of $100,000 for the fiscal year 1954 for preliminary engineering prepara- 
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tory to construction of a high-tension transmission system which would duplicate 
existing systems of Alabama Power Co. and its associate companies. 

Ohairman Jensen, of the House committee, at the hearing on March 4, 1953, 
(p. 344 of printed hearings) pointed out to the witness, Mr. Leavy, “that the 
revised budget does not provide for any funds for new construction.” 

The requested appropriatoin of $100,000 has, therefore, no sound basis for 
being in this appropriation bill. This is fully emphasized by the statement of 
the witness, Mr. Leavy (p. 345) seeking to justify this item that—— 

“There were also proposed facilities for the tying together, physically, of 
these Government projects so that the operation of the projects could be 
integrated, and that is something that we have felt would be desirable, irre 
spective of whether the companies agree to wheel or not. The advance plan 
ning money which is requested would be devoted to preliminary planning on 
these various types of facilities. It would include necessary engineering cal 
culations, board studies and studies of operations of the various plants, and 
preliminary surveys in order to determine the best line locations and to determine 
the terrain which must be followed in order that some sound appraisal would 
be made of the cost of the facilities and of the economic and engineering benefits.” 

Surveys or planning of lines, and the data to be obtained by such surveys 
and planning would be valuable only if such lines were eventually built. We 
oppose the requested appropriation, for we are convinced that the building of 
such lines would not only be wasteful and unnecessary, but would be a long 
step toward the nationalization of our industry in the Southeast. 

Alabama Power Co. is associated with three other electric companies in adjoin- 
ing States, namely, Georgia Power Co., Gulf Power Co., and Mississippi Power 
Co. The systems of these companies constitute the integrated Southern Co. 
electric system in Alabama, Georgia, Florida, and Mississippi, these companies 
having been integrated with respect to their power supply and transmission 
systems for a great many years. High-voltage-transmission lines of these com- 
panies extend to, or are closely adjacent to, every site where Federal multi- 
purpose hydroelectric developments exist, or have been proposed, in their service 
area. 

As can be seen from the map attached, Alabama Power Co. operates an electric 
generating, transmission, and distribution system which provides the electric- 
power requirements of the public in most of the State of Alabama, except the 
Tennessee Valley Authority area. 

As for generating capacity, the company has 6 large hydroplants and 4 large 
steam plants with a present installed capacity of 1,129,700 kilowatts. Generat- 
ing plant additions now under construction which will come in service in 1953, 
1954, and 1955 will add 406,250 kilowatts and will bring the total installed 
eapacity of Alabama Power Co. to 1,535,950 kilowatts. Of this total 981,450 
kilowatts, or nearly 64 percent has or will have been built since 1940. 

We believe that we have been alert to the power needs of our service area 
and that we are taking care of those needs. The same can be said of our asso- 
ciated companies in Georgia, Florida, and Mississippi. 

Alabama Power Co. serves directly over 500,000 customers, of which over 
100,000 are rural. In addition to the customers served directly, the company also 
sells electric energy at wholesale to 1 small privately owned utility, 10 munici- 
palities, and 12 RBA cooperatives: and it supplies to Alabama Blectrie Coopera- 
tive, Inc., a generating and transmitting cooperative, the latter’s power require- 
ments in excess of the power generated by it. 

As an illustration of an unnecessary duplication of transmission facilities, 
the appropriation requested by the Department of Interior for the fiseal year 
ending June 30, 1953, included an item of $25,000 for planning a 115-kilovolt 
transmission line and terminal facilities extending from Jim Woodruff Dam, 
42 miles to serve Alabama Blectrie Cooperative, Inc., and Wiregrass Electric 
Cooperative, both of which are served by Alabama Power Co. We are not 
advised whether the item of $25,000 is included in the $100,000 requested: and 
we submit that to the extent that this item of $25,000 is unexpended, it should 
be rescinded. 

Alabama Power Co. also has an extensive transmission system connecting 
this area in southeast Alabama with its generating plants and transmission 
facilities, and has under construction a high-capacity 110,000-volt line to con- 
nect its Webb transmission substation with the River Junction steam plant of 
Gulf Power Co. Alabama Power Co. also has under constrvction a 230.000-volt 
transmission line from its Barry steam plant at Mobile to Pinckard substation, 
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which will provide an additional source of supply to southeast Alabama. The 
Jim Woodruff Dam will have no firm power and this 230,000-volt line would 
also supply power to firm up the power from Jim Woodrvff Dam more eco- 
nomiecally than any other source existing or in prospect. 

These existing and proposed facilities of Alabama Power Co. and Gulf Power 
Co. are entirely adequate, and will be adequate to transmit and deliver to 
preference customers and to firm up all power from Jim Woodruff Dam, which 
may be allocated to them by Southeastern Power Administration up to the full 


capacity of the Jim Woodruff Dam. 


On August 12, 1952, in a letter to the Southeastern Power Administration, 
Alabama Power Co. offered to use its existing facilities and those under con- 
struction for delivery of power from Jim Woodruff Dam to preference customers, 
and for this purpose offered to execute a contract of the type submitted to 
Southeastern Power Administration by Georgia Power Co. to accomplish similar 
purposes in the State of Georgia. Such proposed contract, in our opinion, not 
only complies with the terms of applicable law but also, if accepted, would 
effectuate the policies of Congress, including delivery of power to preference 
customers, in the most efficient and economical manner possible. We shall con- 
tinue to urge acceptance of such proposal. 

In view of all the facts we respectfully submit that the requested appropria- 
tion should be denied. 

Senator Corpon. We will next hear from Mr. Clapp, president of 
the Florida Power Co. 


FLORIDA POWER CORP., 8ST. PETERSBURG, FLA. 
STATEMENT OF W. J. CLAPP, PRESIDENT 
GENERAL STATEMENT 


Mr. Ciarr. Yes, sir. 

Senator Corvon. I understand, Mr. Clapp, that your company is 
not one of the southern group? 

Mr. Craprp. No, sir. We are entirely an independent company. 
My name is W. J. Clapp, and I am president of the Florida Power 
Corp., St. Petersburg, Fla. Florida Power Corp. is an independent 
electric utility operating in 31 counties in Florida, and owns and 
operates a subsidiary company, the Georgia Power & Light Co., serv- 
ing 19 counties in south Georgia. 

T appreciate the privilege of appearing before you to present the 
views of my company in ‘regard to certain appropriations for the 
Southeastern Power Administration. We are appearing here in op- 
position to appropriations for the Southeastern Power Administra- 
tion as they concern the Jim W en Dam, particularly that portion 
of any power that comes out of the Jim Woodruff Dam that would 
flow east out of that project. 


EXPENSES FOR ADEQUATE FACILITIES IN GEORGIA AND FLORIDA 


My company has spent some $72 million, or, rather, my two com- 
panies have spent some $72 million since the war in providing ade- 
quate facilities in the area of Georgia and Florida that we serve. We 
are proud that we have been able to meet these unprecedented de- 
mands that we have experienced for electricity to serve farms, homes, 
stores, and industries in our territory. 
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INTERCONNECTION WITH SOUTHEASTERN COMPANIES 


We are interconnected with other southeastern companies in a 
widely integrated network of transmission lines, which has enabled the 
private companies of the Southeast to operate without necessity of 
curtailment of power. These interconnections have been of value to 
the customers we serve and to the advantage of all the interconnected 
companies. During periods of drought the companies with a pre- 
dominance of steam plants have been able to help those companies 
and TVA that depend on hydropower. 

The existence of this vast interconnection in the Southeast can 
best be illustrated by this map, and this would start with the Jim 
Woodruff Dam. You will notice, as Mr. Crist has told you, that there 
is approximately 30,000 kilowatts capacity there. Surrounding this 
Jim Woodruff area is a virtual ring of 115-kilovolt lines owned jointly 
by Gulf Power Co., Alabama Power Co., Georgia Power Co., and the 
Florida Power Corp., my company. And that ring has connected 
directly to it some 200,000 kilowatts of capacity available to feed 
directly into that ring. So it will give you a relative size of the Jim 
Woodruff project, all of these companies are interconnected not only 
with southern properties but with other independent companies for 
the whole area. We are pround of the fact we have been able to 
take care of the area. 


OPPOSITION TO FUNDS FOR PURCHASE OF POWER AND RENTAL FACILITIES 


My company opposes the appropriation of funds for purchase of 
power and rental facilities without a detailed explanation of spe- 
cific items included. The mission, as we feel it, of the Southeastern 
Power Administration is to dispose of surplus power and not to go 
into the power business by guaranteeing firm power sources. We 
feel that only such part of this appropriation should be allowed 
that can be supported by actual contractual evidence. Funds of 
such magnitude, in our opinion, should not be appropriated just for 
the purpose of going into competition with existing private power 
companies. 

The attached map of the transmission lines of Florida Power Corp. 
and the Georgia Power & Light Co.—which I understand will not 
be reproduced in the record, which is satisfactory, because it is more 
or less a reproduction of that map there at the end of the table—but 
that map serves to illustrate the inteconnections with other south- 
eastern companies and shows that we have adequate electric trans- 
mission facilities in that area in operation on an integrated basis for 
serving all the preference customers in our service area. The REA 
preference customers are indicated in the red lettering here. We 
serve 6 REA’s in south Georgia, and there are 6 REA’s in north 
Florida that would come within the service area of the Jim Woodruff 
project. We have been serving those REA’s ever since their existence. 

Senator Haypen. What is your average rate charged to the REA’s? 


AVERAGE RATE CHARGE TO REA COOPERATIVES 


Mr. Crarr. We have in Georgia, as Mr. Branch has explained to 
you, a cooperative agreement with his company, the Georgia Power 
Co., and our Georgia Power & Light Co., to contract jointly with the 





in a 
d the 
y of 
ue to 
-cted 
pre- 
nies 


can 
Jim 
here 
this 
ntly 
the 
cted 
feed 
Jim 
only 
for 
> to 


CIES 


spe- 
ern 

go 
We 


ved 


for 
ver 


rp. 
not 
ore 
yut 
th- 
ns- 


for 


Ve 
‘th 
uff 


Ce. 


er 


he 


INTERIOR DEPARTMENT APPROPRIATIONS, 1954 1197 


REA’s in that area, and the average rate to that area has been 734 
mills. In Florida our rate has been higher than that because of the 
fact that we depend wholly upon fuel o1] which has to be shipped all 
the way across the gulf, and our fuel costs are materially higher than 
fuel costs are in Georgia, as far as that is concerned. So, our average 
rate to the Florida REA’s in 1952 was in the order of 10 mills, the 
cheapest rate we have for any firm customer. 

We have just recently been in negotiation with our Florida REA’s 
for a new contract, and they have indicated to us they will accept that 
contract, which will give them an average rate of approximately 9 
mills at today’s fuel price. After the Jim Woodruff power is made 
available to them by the commingling of the Jim Woodruff and our 
power they are going to average, based on their 1955 average estimated 
consumption, about 7.9 mills in Florida. 


RATE ADVANTAGE TO FLORIDA REA COOPERATIViIS 


Senator Haypen. The construction of the Jim Woodruff would be 
advantageous to them in that the cost of power from it is less than 
the cost of producing power by imported oil. 

Mr. Crapp. The actual sales price of power of Jim Woodruff Dam 
has not been set as yet. We have been led to believe that it would be 
on the order of 7 mills, based on a demand charge of 90 cents per kilo- 
watt and 4 mills for energy, but it would average out at the present 
rate of consumption about 7 mills. That is their estimate of it. And, 
of course, that commingled with our power wherever used, expensive 
fuel for generation would bring the average down to the REA’s within 
range of that Jim Woodruff project. 

Senator Haypen. Where do you get oil from? Venezuela or Texas 
or Louisiana ? 

Mr. Criarp. We get it from Houston, Tex. Mr. Crist has already 
pointed out to you that a major transmission point is now contained 
at River Junction by his company, the Gulf Power Co., and by ours 
at Quincy, Fla., which facilitates the two companies handling the 
entire output of the Jim Woodruff Dam without the Government 
having to go to the necessity of building transmission facilities. Sufli- 
cient arteries for the disposal of this power are now in existence. 

Our company has an interchange point between the Gulf Power 
Co. and ours at the Chattahoochee River, and the point of connection 
to Jim Woodruff Dam would actually be on Gulf Power Co.’s side of 
the project. I think it is approximately one-half mile from the dam 
site. As Mr. Crist has explained, the connection has already been in 
existence there for construction purposes all along. 


ADEQUACY OF PRESENT SERVICE 


My two companies, that is, the Florida Power Corp., and the Geor- 
gia Power & Light Co., are now adequately serving all of the prefer- 
ence customers that are indicated on this map. 

Since the facilities now exist for taking the power away from Jim 
Woodruff Dam, and since adequate facilities are now owned and 
operated by us for serving the entire requirements of the above pref- 
erence customers, I respectfully request the committee to delete all 
requests for appropriations to carry out planning work by the South- 
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eastern Power Administration, at least to the extent insofar as the 
Jim Woodruff Dam is coneerned. 


CONTRACT NEGOTIATIONS WITH SOUTHEASTERN POWER ADMINISTRATION 


I am also here for the purpose of reporting to this committee the 
status of our contr act negotiations with the Southeastern Power 
Administration for the transmission of any portion of Jim Woodruff 
power that might he aaniannen to the service areas of the Georgia Power 
& Light Co., and Florida Power Corp. 

I had the privilege of appearing before this committee last year, 
on May 12, at which time I submitted evidence for the record to the 
effect that we had signified our willingness to negotiate with the 
Southeastern Power Administration for the transmission of Jim 
Woodruff power to the preference customers within the service area 
of the two companies that I represent. Attached to my report of last 
year, marked “Exhibit E,” was a letter from the Administrator of 
the Southeastern Power Administration, dated April 22, 1952, stating 
that at some later date he would go into this matter with us. 

We heard nothing further until January 28, 1953, when the Admin- 
istrator advised us that he would like to get together with us in St. 
Petersburg to start negotiations. A copy of this letter is attached to 
my statement, marked “Exhibit A.” 


MEETING CIVIL ADMINISTRATOR 


As a result of the above letter of January 28, 1953, we held a meet- 
ing with the Administrator in St. Petersburg on February 24, 1953 
At this meeting the Administrator advised us not to make a proposal 
until the Interior Department had determined what their policy would 
be regarding the so-called Georgia plan. We were told that we would 
be expected to transmit a maximum of 20,000 kilowatts, or two-thirds 
of the total capacity of Jim Woodruff to our REA preference custo- 
mers in Georgia and Florida. We would have to supply these custo- 
mers when there was any shortage of power from the project, there 
being anywhere from 4 to 49 days in a year that the project would 
have no generation, and that is a quote from the Administrator, and 
numerous other days when generation would be of a materially re- 
duced basis. When these preference customers’ requirements ex- 
ceeded the 20,000 kilowatts available from Southeastern Power Ad- 
ministration we would be expected to supply such excess under direct 
contract with the customer. 

Subsequent to the above meeting we wrote Mr. Leavy, Administra- 
tor of the Southeastern Power Administration, as per the letter 
attached to our statement of April 10, 1953, marked “Exhibit B,” that 
we would like to get together with his engineering organization to dis- 
cuss the engineering and operating problems that would be involved in 
our transmitting 20,000 kilowatts out of Jim Woodruff. That was 
done at the suggestion of Mr. Leavy himself in order that engineering 
details could be worked out by the time the Interior Department h: id 
determined its power policy. ‘We had hoped to be able to get together 
with Mr. Leavy on May 5 and 6 of this year, but he advise dus by tele 
phone prior to these dates that he would not be able to meet with us 
until some future date to be set by him. 
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We are now serving adequately these preference customers and have 
served them since their organization some 15 to 20 years ago. Since 
we are going to have to firm up the supply from Southeastern Power 
Administration and contract directly with the individual preference 
customers for their requirements above 20,000, we feel that the most 
satisfactory arrangement for the customer would be for him to remain 
our customer for all requirements. We would buy from Southeastern 
Power Administration at Woodruff and pass all such purchases on 
to the preference customers designated as our cost less losses involved 
in transmission, plus a reasonable handling charge. 

Senator Corvon. May I interrupt you there. When you are speak- 
ing of your costs are you considering your costs as, for instance, 
transmission costs from Jim Woodruff to each customer, or your costs 
from the nearest plant which you may have to the customer, or, if 
neither, then what is your yardstick in interpreting that ? 

Mr. Crave. When I refer to cost in that last statement, sir, it was 
the cost that the Southeastern Power Administration would charge 
us, the price that they would charge us for the power at Jim Woodruff. 


COST OF TRANSMISSION LOSSES 


Senator Corpon. We have discussed at some length the Georgia 
Power Co. plan. Do you recall Mr. Branch saying that in that area 
the transmission cost would be substantially a quarter of a mill? Will 
that vary in your area? 

Mr. Crarr. The actual transmission losses will vary. 

Senator Corvon. Is that correct, Mr. Branch? Do you propose a 
quarter of a mill transmission cost ¢ 

Mr. Branen. That is right. That is the handling charge after the 
losses have been ascertained and deducted. 

Mr. Crarr. We have indicated in all our correspondence so far with 
Southeastern that we were favorable to the Georgia plan in its en- 
tirety, so that our setup would be similar to Mr. Branch’s setup inso- 
far as contractual arrangements are concerned. 

Senator Corvon. All right. It appears to the Chair there are only 
two problems here that really need consideration. One of them is a 
comparison of what you deliver with what you get, and No. 2 purely 
a technical question of sale of the power to the company and resale 
by the company to the preference customer. 


PREFERENCE CUSTOMER CONTRACTS 


Mr. Crarr. Well, sir, we are definitely willing to pass it on to the 
preference customers at the actual charges that are assessed against 
us by the Southeastern Power Administration less line losses involved 
which can be calculated within a reasonable degree of accuracy, and 
any individual contract with a preference customer could specifically 
state what that transmission loss would be, whether it be 5 percent 
or 6 percent or even less, depending upon the distance from Jim 
Woodruff to the ultimate consumer. 

Senator Corpon. And despite the unreliable characteristics of the 
power or volume of power that may be generated at Jim Woodruff, 
predicated upon an average water year; is that right? 
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Mr. Ciapr. We will contract with our preference customers to 
deliver to them what power we receive out of Jim Woodruff on a 
firm basis for their account that is designated by the Southeastern 
Power Administration 

Senator Corpon. That is a little bit different than what I have 
stated. If you approach it from that different angle I think the 
record ought to show it. You might use a yardstick to measure the 
power differently, the amount of power that would be generated on 
an average year that would have no relationship to the facts in any 
given year. One year you might have a very fortunate one and you 
might get twice as much power as you deliver. 

Mr. Cuarp. That is right. 

Senator Corpon. Another year you might get very little power and 
have to make up a very considerable deficiency. 

Mr. Ciapr. We would transmit to these customers, to the extent that 
it was available out of Jim Woodruff, whatever power the South- 
eastern Power Administration designated. 

Senator Corpon. You are not worried about the power you receive 
then in a water year not the average ? 

Mr. CLarp. We would not be contracting for the average, we would 
be contracting for actual year by year. 

Senator Corpon. Well, I think that is a different approach than the 
Georgia Power Co, 

Mr. Brancn. Yes. Ours is on an average. 

Mr. Crapr. Well, we had in mind in preliminary discussions that 
wé had on this basis. Now, if the Georgia plan is accepted as a policy 
we have no objection to it. I did not realize that there was that 
difference between our preliminary discussions and the actual Georgia 
plan, but we are perfectly willing to accept and will use the Georgia 
plan which I now understand is based on an average year. 

Senator Corvon. Thank you very much, Mr. Clapp. 

Mr. Crarre. Thank you. 

(Statement of Florida Power Corp. follows :) 





STATEMENT BY FLORIDA POWER CorP. IN OPPOSITION TO PROPOSED EXPENDITURES 
OF SOUTHEASTERN POWER ADMINISTRATION 


FLORIDA PoWER Corp., 
St. Petersburg, Fla., May 11, 1958. 
Hon. Guy Corpon, 
Chairman, Subcommittee on Interior Department Appropriations, 
Senate Committee on Appropriations, Washington, D. C. 

DreAR Mr. CHAIRMAN AND MEMBERS OF THE COMMITTEE: My name is W. J. Clapp, 
and I am president of the Florida Power Corp., St. Petersburg, Fla. Florida 
Power Corp. is an independent electric utility operating in 31 counties in Florida, 
and owns and operates a subsidiary company, the Georgia Power & Light Co., 
serving 19 counties in south Georgia. 

I appreciate the privilege of appearing before you to present the views of my 
company in regard to certain appropriations for the Southeastern Power Admin- 
istration. It is my understanding that the Department of the Interior has 
revised its request for appropriations to build transmission lines to handle the 
power which will be available at Jim Woodruff Dam. Such revision, as I under- 
stand it, eliminates any request for funds to construct these lines. My company 
heartily approves of the elimination of such funds, and if such funds were in- 
cluded we would oppose them as we have in the past. 

The table immediately below, listing the construction expenditures by years 
since World War II of the two companies that I represent, gives you an idea 
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of the progress we are making in seeing that adequate power and power-trans 
mission facilities are available to the areas we serve: 


I i i ik etnies cicet shila etter $7, 851, 800 
po RBA SS eee a ; aa a re | 859, 495 
\ s oad a il hs temanta Tat temas ctilanihaeasieatiiin 13, 037, 868 
ee a el el ene alli 16, 018, 265 
1062 oc nee mrirenicainmon 25, 473, 799 


We are proud that we have been able to meet the unprecedented demand for 
electricity to serve farms, homes, stores, and industries in our territory. Our 
system is interconnected with other southeastern companies into a widely inte 
grated network of transmission lines, which has enabled the private companies 
of the entire Southeast to operate without the necessity for curtailment ol 
power. These interconnections have been of value to the customers we serve, 
and to the advantage of all the interconnected companies. During periods of! 
drouth, the companies with a predominance of steam plants have been able to 
help those companies and TVA that depend on hydropower. ; 

The existence of this vast interconnected system in the southeast ‘s evidenced 
by the attached southeast transmission map, which was prepared and published 
by the Federal Power Commission. This presently operating interconnecting 
system eliminates the necessity for any planning on the part of the Southeastern 
Power Administration for the building of another transmission system. 

The power plants at the Federal dams that come under the jurisdiction of 
the Southeastern Power Administration can all be easily connected with this 
existing transmission network and operated on an integrated basis without the 
necessity for any elaborate planning organization. The private utilities of the 
Southeast have been able to perfect this transmission network to a point where 
its operations have been most successful, and the plants of the Federal Gov- 
ernment can be integrated into this same functioning organization. 

Joint studies between the Southeastern Power Administration and the operat- 
ing companies nearest to each of the Federal plants can be worked out so that 
a minimum of expense would be required, and a maximum distribution made 
of the power available from these dams. 

My company opposes the appropriation of funds for “Purchase of power and 
rental of facilities’ without a detailed explanation of the specific items in- 
cluded. The mission of the Southeastern Power Administration is to dispose 
of surplus power and not to go into the power business by guaranteeing firm- 
power sources. We feel that only such part of this appropriation should be 
allowed that can be supported by actual contractual evidence. Funds of such 
magnitude, in our opinion, should not be appropriated just for the purpose of 
going into competition with existing private power companies. 

The attached map of the transmission lines of Florida Power Corp. and 
Georgia Power & Light Co., and interconnections with other southeastern com 
panies, illustrates conclusively that adequate electric transmission facilities are 
now installed and in operation on an integrated basis, serving all preference 
customers in our service area. 

It will be noticed that a complete ring of 115-kilovolt interconnected lines 
encompasses the area. This “ring” is owned jointly by the following companies: 


Gulf Power Co.: Chattahoochee River west to Florida-Alabama line 

Alabama Power Co.: Florida-Alabama line north and thence east to Alabama 
Georgia line 

Georgia Power Co.: Alabama-Georgia line east to Plant Mitchell, and thence 
south to Barneyville 

Florida Power Corp.: Barneyville, Ga., to Jasper, Fla., thence west, back to the 
Chattahoochee River 


Other 110-kilovolt lines are planned for further interconnection within this 
area, and existing lower voltage transmission lines are already in use. 

The major distribution point that is maintained at River Junction by the 
Gulf Power Co. and at Quincy by Florida Power Corp. facilitates the two com- 
panies handling the entire output of the Jim Woodruff Dam without the Gov- 
ernment having to go to the necessity of building transmission facilities. Suf 
ficient arteries for the disposal of this power are now in existence. 

Certainly, the establishment of a point of delivery at the Jim Woodruff Dam 
is the most feasible solution, both from an engineering and an economie stand 
point. 
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My two companies are now adequately serving all of the preference customers 
that the Southeastern Power Administration is reported to now have contracts 
with in our service areas, namely: 


Suwannee Valley Electric Cooperative: Florida 
Talquin Electric Cooperative: Florida 

Tri-County Electric Cooperative: Florida 

Okefenoke Rural Electric: Georgia 

Three-Notch Electric Membership Cooperative: Georgia 


Since the facilities now exist for taking the power away from Jim Woodruff 
Dam, and since adequate facilities are now owned and operated by us for serving 
the entire requirements of the above preference customers, I respectfully urge 
this committee to delete all requests for appropriations to carry out planning work 
by the Southeastern Power Administration. In my opinion, this is an unneces- 
sary expenditure of public funds, as such planning would be for the duplication 
of existing facilities, which are now used for serving this area by private utility 
companies. However, if this committee should see fit to approve funds for plan- 
ning work, I recommend that the committee write into its report language which 
will prohibit the use of such funds for planning transmission lines out of the 
Jim Woodruff Dam. 

I am also here for the purpose of reporting the status of our contract negotia- 
tions with the Southeastern Power Administration for the transmission of any 
portion of Jim Woodruff power that might be assigned to the service areas of 
the Georgia Power & Light Co. and Florida Power Corp. 

I had the privilege of appearing before this committee last year, on May 12, 
at which time I submitted evidence for the record to the effect that we had 
signified our willingness to negotiate with the Southeastern Power Administra- 
tion for the transmission of Jim Woodruff power to the preference customers 
within the service area of the 2 companies that I represent. Attached to my 
report of last year, marked “Exhibit E,” was a letter from the Administrator of 
the Southeastern Power Administration dated April 22, 1952, stating that at 
some later date he would go into this matter with us. 

We heard nothing further until January 28, 1953, when the Administrator 
advised us that he would like to get together with us in St. Petersburg to start 
negotiations. Copy of this letter is attached, marked “Exhibit A.” 

As a result of the above letter of January 28, 1953, we held a meeting with the 
Administrator in St. Petersburg on February 24, 1953. At this meeting the Ad- 
ministrator advised us not to make a proposal until! the Interior Department 
had determined what their policy would be regarding the so-called Georgia plan. 
We were told that we would be expected to transmit a maximum of 20,000 kilo- 
watts to REA preferénce customers in Georgia and Florida. We would have to 
supply these customers when there was any shortage from the project, there 
being anywhere from 4 to 49 days in a year that the project would have no 
generation, and numerous other days when generation would be on a materially 
reduced basis. When these preference customers’ requirements exceeded the 
20,000 kilowatts available from Southeastern Power Administration, we would 
be expected to supply such excess under direct contract with the customer. 

Subsequent to the above meeting, we wrote Mr. Leavy, Administrator of the 
Southeastern Power Administration, as per attached letter of April 10, 1953 
(exhibit B), that we would like to get together with his engineering organiza- 
tion to discuss the engineering and operating problems that would be involved in 
our transmitting 20,000 kilowatts of Jim Woodruff power. This was done at the 
suggestion of Mr. Leavy, in order that engineering details could be worked out 
by the time the Interior Department had determined what their power policy 
would be. We had hoped to be able to get together with Mr. Leavy on May 5 
or 6, but he advised us by phone prior to these dates that he would not be able 
to meet with us until some future date, to be set by him. 

We are now adequately serving these preference customers, and have served 
them since their organization 15 to 20 years ago. Since we are going to have 
to “firm up” the supply from Southeastern Power Administration, and contract 
directly with the individual preference customers for their requirement above 
20,000 kilowatts, we feel that the most satisfactory arrangement for the cus- 
tomer would be for him to remain our customer for all requirements. We 
would buy from Southeastern Power Administration at Woodruff and pass all 
such purchases on to the preference customer designated, at our cost less losses, 
plus a reasonable handling charge. 
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We are willing and able to transmit for Southeastern Power Administration, 
“firm up” the supply, and furnish any excess requirements, but feet that the most 
satisfactory arrangement would be for us to contract with the customer directly. 

Mr. Chairman, I am grateful to you and to the other members of the com- 
mittee for the opportunity to appear here and for the courtesies which have been 
extended to me. 


Sincerely yours, w.J.c P ‘dent 
. J. Ciaprp, President. 


Exursit A 


Unrtrep Sratres DEPARTMENT OF THE INTERIOR, 
SOUTHEASTERN Power ADMINISTRATION, 
Elberton, Ge., January 28, 1953. 


Mr. W. J. Capp, 
President, Florida Power Corp., 
Florida Power Building, St. Petersburg, Fla. 

Dear Mr. Crapp: In previous correspondence concerning the disposal of Jim 
Woodruff project power, you have expressed a general willingness to enter into 
negotiations for the use of your company’s facilities in transmitting such power. 
While I could not, consistently with law, agree with your proposed method to 
purchase the power and resell it to your customers which you suggested in your 
letter of February 3, 1952, I advised you that we would be happy to meet with 
you to discuss transmission arrangemets for the account of the Government as 
soon as other negotiations already occupying the attention of our small staff 
would permit. As you know, we have since that time successfully completed 
contractual arrangements with the Virginia Electric & Power Co. for disposition 
of two-thirds of the John H. Keer project power in Virginia and North Carolina. 
We have likewise completed arrangements with the South Carolina Public 
Service Authority for a considerable portion of Clark Hill project power. The 
rapidly approaching generation dates at these two projects dictated that our 
major attention be devoted to these negotiations, and, in asmuch as the Jim 
Woodruff project is not scheduled for initial generation until July 1954, we 
have found it impossible to proceed with our negotiations with your company as 
expeditiously as we had hoped. 

Although we cannot enter into any arrangement such as you previously pro- 
posed which would abridge the right of preferred agencies to purchase power 
directly from the Government if they so desire, we wish to make clear that we 
are anxious that proper arrangements materialize. In these circumstances, I 
believe that a meeting is desirable at this time to discuss with you our require- 
ments for transmission arrangements for the marketing of power from the 
project consistent with law. Accordingly, I suggest that such a meeting be held 
in St. Petersburg on February 18 or 19, preferably the latter date. If these 
dates are not convenient to your schedule, we will be happy to consider other 
subsequent dates. 


Sincerely yours, 
CHaries W. Leavy, Administrator. 


Exnuisir B 


Frortma Power Corp., 
St. Petersburg 1, April 10, 1953. 
Mr. CHArtes W. Leavy, 
Administrator, United States Department of the Interior, 
Southeastern Power Administration, Elberton, Ga. 

Dear Mr. Leavy: During our conference here at St. Petersburg it was in 
dicated that we would meet again at a reasonably early date for the purpose of 
discussing with you the operating factors to be incorporated in the agreement 
pending between SEPA and FPC. For the purpose of said discussion Mr. Me 
Kean, our general superintendent and the writer would be pleased to meet with 
you on May 5 or 6. 

Will you kindly advise whether either of above dates will meet with your 
convenience; also as to your preference as to the place of said meeting. 


Sincerely yours, 
R. C. Pourtiess,Vice President. 
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Senator Corvon. Does that complete our people from the South 
on power ¢ 

Mr. Crist. May I ask if we may have an additional copy of the list 
of questions ? 

Mr. Brancu. We can furnish it to him. 

Senator Corpon. Very well. 

Mr. Brancn. Would you like to indicate the pleasure of the com 
mittee as to when those answers should be in? We will get them as 
expeditiously as we can. 

Senator Corpon. As early as possible. We have a target set of 
completing these hearings this week, but there is a question in the 
minds of some of us as to whether we will get them finished. Thank 
you. 

Mr. Clapp, with respect to your company and its dealings with its 
preference customers, you understand that the identity of a prefer- 
ence customer will be determined by the Government, and the maxi- 
mum amount of power that we deliver from Jim Woodruff, or any 
other federally owned generating facilities, also would be determined 
by the Government? 

Mr. Ciarp. As designated by the Government. 

Senator Corpvon. That is the information given to you and that 
would be binding upon you as far as that particular customer or those 
customers would be concerned ? 

Mr. Cuapr. That is right. 

Senator Corpon. Gentlemen, that is all understood ? 

Mr. Brancu. Yes. 

Mr. Smiru. Yes. 

Senator Corpon. Thank you. 

Mr. Cuarr. Do you intend for me to answer the questions you gave 
Mr. Branch ? 

Senator Corpon. If you can, I will appreciate it. Mr, Branch, will 
you furnish him a copy ? 

Mr. Brancu. We will furnish a copy of them to him as soon as we 
get back to Atlanta. 

Senator Corpon. Thank you very much, gentlemen. 

We will go forward with our hearing in ‘another field. We are go- 
ing to move up to Alaska. 


Roap CoNSTRUCTION IN ALASKA 


Senator Corpon. Delegate Bartlett, of Alaska, will introduce the 
witnesses from Alaska appearing before the committee for a re- 
quested appropriation for highway construction. 

Delegate Barrierr. The witness on highway construction is Mr. 
John LeFevre, of Cordova. 


Senator Corpon. Mr. LeFevre. 
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CORDOVA, ALASKA, CHAMBER OF COMMERCE 


STATEMENT OF JOHN S. LeFEVRE, ON BEHALF OF THE CITY OF 
CORDOVA AND CORDOVA CHAMBER OF COMMERCE, CORDOVA, 
ALASKA 


PREPARED STATEMENT 


Senator Corpon. I see you have a prepared statement. Do you 
want to read it or highlight it? 

Mr. LeFevre. It will not take too long, I do not believe. 1 may 
depart in certain places. 

Senator Corvon. All right. 

Mr. LeFevre. I, Mr. John 8. LeFevre, am here today representing 
the city of Cordova through the Cordova Chamber of Commerce. 1 
also believe I can take the liberty and say all of Alaska in the cause 
of roads. All Alaskans or the biggest majority believe in roads and 
what they will do for the Alaskan economy. Roads are means of de- 
velopment, intercommunity commerce, and a means of economic 
stability. 

Senator Corpon. If I may interrupt, if they had done a little more 
in Alaska in connection with gasoline and other taxes, which could 
have been used to aid in the construction of roads, they would have 
been better off right now. 

Mr. LeFevre. A lot better off ; we recognize that fact. 

Senator Corpon. Go right ahead. 

Mr. LeFevre. Some roads are in their building more essential than 
other roads, placed where communities will be connected, at the same 
time passing through rich developmental areas where industry can 
take advantage of them, giving stabilized employment to many of 
those who will have to seek other employment that are now being em- 
ployed in defense work and are most desirous. These people are learn- 
ing to be Alaskans and we need them. What are you going to do with 
them when they come back? Industrial development should be en- 
couraged. If 1 million brings you 20, is it not a good investment; 
natural resources such as hydroelectric, mineral, forestry, and farm- 
ing demand access roads. Pulp mills in Tongass Forest, for example, 
needed roads, they received them. They must come first to bring about 
economy. Industries derived from our natural resources of which 
we have an overabundance is the basis whereby Alaska can come into 
its own. The mineral-rich area adjacent to Cordova, approximately 
65,000 square miles, is judged one of the richest in the world. For- 
merly had not a highway but a railroad connection originating at the 
fabulously rich Kennicott copper mines near McCarty ending at 
Alaska’s finest all-year ice-free port of Cordova 196 miles distant. 


CONVERSION OF RAILROAD TO HIGHWAY 


Cordova is only 170 miles from the renowned Richardson Highway. 
One hundred and thirty-one miles of the above-mentioned railroad 
now abandoned can and is being rehabilitated into a highway, 23 miles 
already built and under construction which will be finished soon out 
of Cordova with the already constructed 39 miles on upper end from 
Chitna to highway leaves only 108 miles to complete the connection. 


$2224—53—-pt. 26 
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This road was placed on the 1953 building program on a 4-year build- 
ing plan. This is the second year. For the economy of Alaska it 
should be completed as soon as possible. 


MILITARY VALUE OF HIGHWAY 


From a military standpoint it should have been completed before, 
and I would like to read a letter at this time from General Atkinson, 
commander of All-Alaskan Command, in support of this statement. 


HEADQUARTERS, ALASKAN COMMAND, 
April 29, 1953. 
Mr. JoHN §. LEFEVRE, 
Cordova, Alaska. 

DreAr Mr. LeFevre: This is in regard to your recent request that I state my 
position with respect to the proposed highway from Cordova to interior Alaska. 
My opinion in this matter is set forth in the following paragraph. 

Three ice-free, deep-water ports now serve the mainland area of Alaska which 
contains the principal installations of the United States Army, Alaska, and the 
Alaskan Air Command. These three ports, Whittier, Seward, and Valdez, have 
land routes to the interior, although Seward alone has both rail and highway 
connections. Cordova, fourth ice-free port, currently has no land route to the 
interior and would be of little value in time of war, either from military or 
civilian supply. In the event of heavy damage to the existing ice-free ports 
under wartime conditions, a serious supply problem might arise in the Alaskan 
Command with attendant hardships on the civilian populace. The availability 
of a fourth ice-free seaport at Cordova, connected by road to interior Alaska, 
would assist in relief of such a situation. 

I trust that the above will be of some assistance to you. 

Sincerely, 
J. H. ATKINSON, 
Lieutenant General, USAF, Commander in Chief. 


Also I might state he sent a letter to the Chief of Staff. I com- 
° aoe ‘ rr s . % 

municated with General Twining when I came here, and General 
Twining, who is and has been for years in accord with the entrance 
for Cordova to the interior, took it up with the Joint Chiefs of Staff, 
and they suggested that rather than coming from them as a recom- 
mendation they thought it should come from the Secretary of the 
Air Force to Secretary of the Interior McKay. <A copy of that would 
be sent to you, and I was advised this evening at 4 o'clock that this 
was on its way. 

Senator Corpon. It has been received. 

Mr. LeFevre. It has been received, thank you. 

I would like to put this letter in as evidence, if I might. 

Senator Corpon. Without objection, that will be made a part of 
the record. 

(The letter referred to follows :) 

HEADQUARTERS, ALASKAN COMMAND, 
OFFICE OF THE COMMANDER IN CHIEF, 
Seattle, Wash., April 29, 1953. 
Mr. JoHN LEFEVRE, 
Cordova, Alaska. 

DeaR Mr. LEFevre: This is in regard to your recent request that I state my 
position with respect to the proposed highway from Cordova to interior Alaska, 
My opinion in this matter is set forth in the following paragraph. 

Three ice-free, deep-water ports now serve the mainland area of Alaska which 
contains the principal installations of the United States Army, Alaska, and the 
Alaskan Air Command. These three ports, Whittier, Seward, and Valdez, have 
land routes to the interior, although Seward alone has both rail and highway 
connections. Cordova, a fourth ice-free port, currently has no land route to 
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the interior and would be of little value in time of war, either for military or 
civilian supply. In the event of heavy damage to the existing ice-free ports 
under wartime conditions, a serious supply problem might arise in the Alaskan 
Command with attendant hardships on the civilian populace. The availability 
of a fourth ice-free seaport at Cordova, connected by road to interior Alaska, 
would assist in relief of such a situation. 
I trust that the above will be of some assistance to you. 
Sincerely, 
J. H. ATKINSON, 
Lieutenant General, USAF, Commander in Chief. 


Mr. LeFevre. I will also offer at the same time, if I might, a reso- 

lution which was passed: 
RESOLUTION 

Whereas the department of Alaska of the American Legion has previously 
and positively endorsed immediate construction of a road connecting Cordova, 
Alaska, with the Richardson Highway in the interest of the defense and economy 
of Alaska, and 

Whereas funds which have been requested for the construction of said road 
have recently been withdrawn by the Government of the United States: Now, 
therefore it is hereby 

Resolved by the executive committee of the department of Alaska of the Ameri 
ican Legion meeting in regular session at Juneau, Alaska, this 12th day of April 
1953, that it reaffirms its previous action of the department of Alaska of the 
American Legion in urging speedy completion of a highway connecting Cordova, 
Alaska, with the Richardson Highway, Alaska, in the interest of the defense and 
economy of the Territory of Alaska; and it is further 

Resolved, That copies of this resolution be transmitted to the Delegate to 
Congress from Alaska; the national legislative division of the American Legion ; 
and the Cordova Chamber of Commerce. 

RicHArRD M, HARDCASTLE, 
Department Commander. 


Attest : 
Rosert N, DRUXMAN, 
Department Adjutant. 


MINERAL VALUES 


The mineral values which are of strategic importance to our Nation 
are predominant in this area and can be by short access roads be made 
available by this major highway. ‘There are such minerals in large 
known quantities as oil, co: al, and copper, also many other minerals such 
as nickel, lead, zinc, antimony, molybdenum, and iron. Large sections 
due to the present facilities have never been prospected but have 
been pronounced by leading geologists from examination of structure 
and rock formation by flying over it, proclaimed rich in minerals. 
Many millions of tons of copper were eat In pé ast years from this 
area and from the statement and findings of Phil R. Holdsworth, 
Territorial commissioner of mines. Many millions still remain, also 
he states coal lies predominant over an area of 50 square miles only 
60 miles from Cordova. The reserves are known to contain at least 
3 billion tons of anthracite and bituminous coal of coking quality. 
Also several million acres of oil-bearing land adjoin the coalfields. 
This oil is of paraflin base, the finest known. Both coal and oil are 
similar in grade to the Pennsylvania fields. Here is an abandoned 
railroad bed “the renowned Copper River and Northwestern Railroad 
which should be rehabilitated into a highway in its entirety as quickly 
as possible.” It is not only retarding industrial progress but as a 
military necessity it would provide them with the only grade-free 
access from an all-year port to the farthest military installations. 

The military has signified in writing that this route in case of an 
attack by an enemy would be of utmost importance. I ask you, 
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gentlemen, to weigh this advantage stated by the military. Where 
in Alaska, or I should say, in your road-building program in any part 
of the States, did you have the advantage of a previous roadbed 
built in 1910 at a cost of $20 millions including many still usable steel 
bridges, several 600 feet long and one 1,550 feet long, which alone cost 
$114 million, present overall costs would be a goodly figure of $70 to 
$80 million, and can be rehabilitated at the low cost of only $100,000 
per mile. 

Senator Haypen. The bridges now, then, are about 40 years old? 

Mr. LeFevre. Something like that. 


FUNDS FOR COPPER RIVER HIGHWAY 


[ ask you to consider these facts and point out to you that at le: _ 
the 1953 road rehabilitation amount of $3 million be considered and 
reinstated in the 1954 new-road-construction program of Alaska and 
earmarked for Copper River Highway. This amount will complete 
the most costly and desirous section of this road. The crossing of the 
Copper River Delta, an estimated 27 miles of road in this section, there 
is 2 miles of bridges; one-third of these bridges are steel. Many 
usable piling br idges, also many others can be eliminate d by rock fill. 
At the mile 39 is the renowned Kattella Road junction, from there a 
short access road will be built to the coal and oil fields by other 
agencies. 

“Immediately upon assurance of this program going ahead these 
fields are both being exploited this year. They need this connection 
as soon as completed. Farther along this road at mile 120 there is 
the second largest potential power site. This site on the Copper River 
at. Woods Canyon and its tributaries are estimated to produce 10 
billion kilowatt-hours annually—one-fifth of all Alaska’s potential 
water power. The continuation of this road-building program con- 
sidering the economical phase—a renowned contractor is constructing 
the present 53 section, removal of his equipment would mean more 
costly construction of 54 sections due to the replacement of same. The 
first 600-foot section of steel bridge at mile 27 is in jeopardy. The 
approach is washing away and river will undermine the bulwark on 
that end soon—meaning loss of that bridge at a cost of at least $200,000. 
I believe these two factors alone are argument for continuation this 
year. I have just received recent photogr aphs to support the state- 
ment on mile 27 bridge being washed away. 

I would like at this time to present those. This one shows the 
abutment there, and this one shows the mile 27 bridge and also the 
mile 29 bridge. Those are the ones that are crossing the river that 
are still there. 

GOVERNMENT OWNERSHIP OF BRIDGES 


Senator Corvon. Is the title to this right-of-way in the Government 
now or does it have to purchase these bridges? 

Mr. LeFevre. No, it is in the hands of the Government. 

Senator Corpon. They already own them ? 

Mr. LeFevre. We own them. Both of those pictures are of the 
Million Dollar Bridge, and that is standing in good shape. 

I would like to read why this came about, the recent photographs. 
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JOHN LEFEVRE, 
Washington Hotel, Washington, D.C. 

Dear JOHN: Smitty [he is a man that owns the Cordova Air Service up there] 
called from Anchorage yesterday and said he had heard that the Million Dollar 
Bridge was washing out. I immediately took a plane and went up and got 
pictures. The Million Dollar Bridge was in first-class condition as is shown in 
the picture. The washout is on the west approach of the mile 27 bridge. The 
picture will show you how it is. All the pictures turned out pretty well so I 
thought they might show something relative to the area that you would not be 
able to tell. You will note in the mile 27 picture that you can see down in the 
low bed. 

We are within this last road project which comes within 2 miles of 
this washed out portion of that 27-mile bridge. 


PROPOSED GAS STRUCTURE 


Senator Corvon. What will happen to your proposed gas structure? 
Mr. LeFevre. I believe Mr. Baker can give you further information 
on that. 
I think there will be a reconsideration in the near future on that. 
I am not in a position to state, I am not informed on that side of the 
fence. 
ALASKAN MINERAL PRODUCTION 


In 1949 Ontario produced mineral wealth valued at $300 million. 
Alaska produced less than 3 percent of that amount. Alaskan wealth 
lies dormant. Why? Accessibility due to lack of roads. The fabu- 
lous amount of $257 million, a 1949 value of probably 700 million, has 
between the years of 1912-38 been shipped from Cordova from the 
copper mines of Kennicott 34 times the purchase price of Alaska. 
Sixty-five percent of Alaska’s total mineral wealth has to date passed 
through portals of Cordova. 


WATERPOWER 


Waterpower would be accessible for future development. Another 
trucking route would be established giving access to an economical 
grade-free operations to the interior. Many access roads could be cut 
back into heavily mineralized districts which at present are only 
accessible by plane. Access to the coalfields alone makes it possible 
to develop a foreign trade with supplying Japan or other countries. 
The factor of military needs in time of war remains a strong argu- 
ment for the completing in the shortest possible time. Who knows 
when we may need it? Cordova is a rich seafood port producing 
750,000 cases of salmon, 46,000 cases of clams and 70 percent of the 
Alaska crab annually. The road would make it possible to supply 
the interior with the seafoods. 


ESTABLISHMENT OF THE ORE-PURCHASING DIVISION 


An establishment of an ore- purchasing division similar to the fed- 
erally operated Metals Reserve Company which purchased Alaska min- 
erals during World War II. This would provide the needed impetus 
for development of many small mines throughout the entirety of the 
road where minerals abound. 

Some sections are adaptable to farming in the lower regions and 
around Kattella. Many farms would be available in the upper regions 
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near Long Lake where thousands of acres are rich and tillable. 
cherries have been grown there. 


AREA SERVED BY POST OFFICE 


We have a small town of approximately 1,500 population, and this 
is, I think, in its entirety quite a wonderful section to read in. there. 
The amount of miles that are served out of that one little place is 
amazing. 

AIRMAIL ROUTES 


A total of 1,228 miles of certified Alaska airmail routes originate at 
Cordova serving exst and south as far as Cape Yakataga, a distance 
of 106 miles; to the northeast 165 miles to Chisana; to the west and 
southwest to the extreme limits of Prince William Sound. In this 
network 5 post offices are solely supplied by Cordova and 3 more re 
ceive a portion of their supply from Cordova. Also included are 10 
to 12 localities (not post offices) which are solely supplied by this serv- 
ice. A powerboat route of 496 miles also serves Prince William Sound 
the year round covering many localities not accessible by plane. Three 
major sources of supply for Cordova and this area are steamship serv- 
ice by Alaska Steam; dairy service by PNA connecting with the States 
via Juneau in the a. m. and via Anchorage in the p. m. and a daily 
service with stateside and Alaska connections with ( ediows Airlines 
via Anchorage. Data on tonnage mails received, dispatched, and dis- 
tributed are not available without considerable research, but amounts 
to a sizable figure. 


EFFECT OF REDUCED APPROPRIATION 


We contend that if this appropriation for continued construction, 
especially on this one section, is not carried forward this year, as evi 
denced by the pictures and what we have proven to you there b »y them, 
we will lose some of the bridges, making it tougher when the time 
comes to put those roads through. There is no doubt that it will be 
done in the future. We have, as I stated, 23 miles of roads out of 
Cordova, 39 miles of road from Richardson Highway down to Chitna 
the other way, and we are asking for this year’s appropriation, not the 
whole road, but at least enough to give us this access road across the 
river, which is the mejor fraction of this system at the present time, 
so that we can save these bridges and also we can connect with the 
coming work in Katella and the Berring River coalfields this summer. 

Senator Corpon. The balance of the committee will have an oppor 
tunity to read your statement when it appears in the hearings. 


REHABILITATION OF Porracre-SEwaArpD SecrTion OF THE ALASKA 
RATLROAD 


STATEMENT OF HON. RUSSELL PAINTER, MAYOR OF THE CITY OF 
SEWARD, ALASKA 


GENERAL STATEMENT 


Delegate Barrierr. Mr. Chairman, the next witness is Mayor Rus- 
sell Painer, of Seward, Alaska. Mayor Painter flew into Washington 
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last night in connection with the appropriation request for relocation 
of the southern end of the Alaska Railroad, and construction of docks 
at Seward. That money was requested in the so-called Truman budget, 
and it was not incorporated in the revised budget, as I understand it. 

The projects, as you will recall, were endorsed before your commit 
tee last year by the then Under Secretary of the Army and then Com- 
manding General Kepner, as a military necessity. 

Senator Corvon. Very well, Mr. Painter. 

Mr. Painter. Mr. Chairman, I wish to express our appreciation for 
the opportunity to appear before your committee. I am Russell 
Painter, mayor of the city of Seward, Alaska, and I have with me 
Mr. Tormod Bie, president of the Seward Chamber of Commerce, and 
also Mr. Kenneth Baker, representative of all labor groups in the city 
of Seward, Alaska. : 

We have come approximately 3,500 miles to appear before this com 
mittee. We represent the entire community of Seward, Alaska, and 
our trip is sponsored through their combined efforts. 


NEED FOR ALASKA RAILROAD 


Our reason for coming here is that the previously requested appro- 
priations for funds for the rehabilitation of the Portage-Seward sec- 
tion of the Alaska Railroad have not been provided in the bill as 
passed by the House of Representatives. The port of Seward, through 
which the major portion of freight to the interior passes, is now facing 
a very serious problem because we are now handling approximately 
10 times the amount of freight that the dock facilities were constructed 
for. 

PRESENT HAZARDOUS CONDITIONS 

The section of the Alaska Railroad from Seward to Portage is in 
an extremely hazardous condition. There are at the present time 35 
miles of track on which the maximum speed is 10 milesan hour. There 
have been frequent derailments because of rail failures, and it has 
only been by the grace of God that there has not been a loss of life, as 
well as tremendous losses to cargo and equipment. We are faced now 
with the problem of the possibility that the railroad from Portage to 
Seward during the next year or two will have to be condemned, due to 
the above-mentioned facts, unless moneys will be made available for its 
rehabilitation. It has been said by public officials that the port of 
Whittier could be used for both military and civilian freight. 


DEFENSE DEPARTMENT RECOMMENDATIONS 


However, since the start of the Korean war the military, not only 
in Alaska, but the Defense Department, has taken the stand that Whit- 
tier is to be maintained strictly as a military port, and the military 
command does not want any commercial cargo to be handled through 
that port. 

It has also been mentioned that by constructing a proper highway 
system between Seward and the Interior of Alaska, railroad service 
on the south end of the railroad would be unnecessary. Any respon 
sible person who realizes the type of materials moving through the 
port of Seward, for military as well as civilian construction, would 
also realize the impossibility of moving this type of material via truck 
lines in the quantities required. 
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During the fiscal year 1952 approximately half a million tons of 
northbound traffic was handled through the port of Seward. The 
half million tons represent short-weight tons, not measurement tons. 
This is by far the largest amount of tonnage handled through any 
Alaskan port. During the last 2 or 3 years responsible military leaders 
in Alaska have, on numerous occasions, both publicly and before 
congressional committees, let it be known that they desired for the 
defense of Alaska and to maintain civilian economy, that the port 
of Seward be maintained as the principal port of entry for traffic 
to interior Alaska. 


EXCERPT FROM SPEECH OF PRESIDENT EISENHOWER 


In a recent speech President Eisenhower said, and I quote: 


I would like to present to you * * * with fairly broad strokes, what I 
consider the sensible framework * * * for an ever more effective posture of 
defense. * * * IT have always firmly believed that there is a great logic in the 
conduct of military affairs. There is an equally great logic in economic affairs 
If these two logical diciplines can be wedded, it is then possible to create 
a situation of maximum military strength within economic capacities. If, on the 
other hand, these two are allowed to proceed in disregard one for the other, 
you then create a situation either of doubtful military strength, or of such 
precarious economic strength that your military position is in constant 
jeopardy. * * * 


RAILROAD ESSENTIAL TO ECONOMY 


In view of the President’s message, we feel that not only the defense 
of Alaska, but also the entire economic structure of western Alaska, 
depends upon good rail transportation at reasonable cost. This, in 
our opinion, cannot be accomplished without rehabilitation of the 
south end of the Alaska Railroad, including new dock facilities in 
the port of Seward. We are sure that the entire interior of western 
Alaska is in full agreement with our views. The port of Seward 
offers the best deep-sea facilities in Alaska. It has practically un- 
limited space for expansion of dock facilities, as well as railroad yards, 
housing for civilian population, or if it should ever be desirable, for 
military personnel. It is the only port in this part of Alaska that has 
such unlimited facilities. It is also a year-round ice-free port with 
very favorable weather during the entire year, since the temperature 
very seldom gets below zero and. in comparison with other ports, 
such as Whittier and Valdez, the snowfall is very light; the entrance 
to the port of Seward and Resurrection Bay does not have any 
navigational hazards whatsoever. 

At various times the status of statehood for Alaska has been dis- 
cussed before Congress, as well as in Alaska, and the answer has 
always been that the Territory has been unable to reach a self-sustain- 
ing economic status. To us in Seward, and we are sure to all of 
the interior of Alaska, one of the major factors involved is the 
transportation system. It is well known that in any country being 
developed the transportation system is a first and foremost necessity. 


FREIGHT-HANDLING PROBLEMS 
To give an example, during the war when the military forces moved 


into any new undeveloped port area the first thing that was con- 
structed would be adequate docks, not only to save time but also for 
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efficiency in the handling of cargo. We are faced with the problem 
of handling freight over facilities that were constructed approxi 
mately 35 years ago and were designed for handling approximately 
10 percent of what is now being handled. 

This is costing the Government, as well as Alaska shippers, a tre 
mendous amount of money each year. By an investment in the reha 
bilitation program as presented origin: ” by the Interior Depart- 
ment and the Alaska Railroad, we feel that the taxpayers all over 
western Alaska, as well as the United States Government, could save 
considerable money over a period of years. Many attempts have been 
made to interest private capital and risk capital to come into Alaska ; 
however, with very few exceptions this has been unsuccessful due to 
lack of adequate transportation facilities. 

It is very strange that the Federal Government during the last 5 
years has aeerers F _— and spent more than a billion dollars for vari- 
ous construction Alaska and no money whatsoever has been made 
available to eae the facilities through which the majority of the 
freight, or 1 may say, 90 percent of this freight, has been handled. 
There have been only emergency repairs to the Seward-Portage sec 
tion of the railroad. 


STANDARD OIL CO, STORAGE PLANT 


The Standard Oil Co. of California has a large bulk storage 
plant in Seward from which the Alaska Railroad derives substantial 
traffic and revenues. This plant has during the last few years been 
constantly increased. Last year alone this company constructed ap- 
proxim: itely a half million dollars of new stor age tanks and this year 
the proposed Standard Oil Co. construction in Seward is approxi- 
mately another half million dollars for additional dock facilities as 
well as warehousing. 

In closing, I would like to ask that Mr. Baker and Mr. Bie be 
heard by answering any of your questions concerning the above-men- 
tioned subject. 

Senator Corpon. We would we very glad to hear from them. 


STATEMENT OF TURMOD BIE, SEWARD, ALASKA 


INABILITY OF TRUCKING LINES TO HANDLE FREIGHT 


Mr. Bre. Mr. Chairman, I am Turmod Bie. I will be very brief, 
as I realize the time is short and rather late. 

Much has been said in previous testimony on the ability of trucking 
lines to replace the Alaska Railroad between Seward and the interior. 
Having practical knowledge of some of that I. myse lf. and all of 
in Seward, believe that is impossible. So far the freight to Py eh gp 0 
to the interior of Alaska, that has been handled by the truckers has 
been the high-revenue cargo such as groceries and so forth. All othe 
materials have been shipped by rail, and are still being shipped 
rail, for the simple reason that the facilities that are now there in 
Seward cannot practically handle the loading of such materials on 
trucks. 

What has alarmed us is the condition of the railroads at the present 
time. 
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I would like to leave a couple of pictures with the committee. 
Those pictures, Mr. Chairman, show some of the cracks in the rails 
in the south end. I also have a couple of pictures showing the con- 
dition of the ties. And, most surprising of all, I would like to show 
you some of the old rails which date back to 1880, gentlemen. 








AGREEMENT WITH STATEMENT 








PRESIDENT 







EISENHOWER 


As to the businessmen in Seward, whom I am representing, we feel 
that we agree fully with President Eisenhower's recent statement that 
the miliary and civilians should cooperate. We have had numerous 
instances lately in Seward where private capital wanted to come in, 
but, due to the uncertainty of the rehabilitation program, none of 
them so far have been willing to invest money. We have consider 
able tourist industry, for example, and we need hotels. We had a 
rather large hotel being put in. When the recent hearing news came 
back this will not be accomplished at least in this year. We have 
numerous other instances similar to that. 

But my point is that at the present time the military has taken the 
stand that Whittier is to be maintained as strictly a miliary port. 
General Twining 2 years ago and General Kepner last year both 
testified that it was necessary for the 2 ports. We feel that if any- 
thing happened tomorrow to the Alaska Railroad between Portage 
and Seaward, which it very easily can in its present condition, the 
trucks are unable to take care of the freight, and with the assump 
tion that it happens in the summertime with a heavy schedule of 
freight for the military and civilian construction both, there is no 
other place to handle the freight. 

Senator Corpon. We will be more than happy to have the record 
supplemented, and the full committee, of course, will have an oppor- 
tunity to go over it. It is going to be difficult to get funds in an area 
where the revised budget has eliminated them because there is an 
effort to cut down the overall appropriation. However, this com- 
mittee has heard the testimony as it was presented originally by the 
armed services and will be glad to consider your testimony, gentlemen, 
along with theirs. 


Mr. Baker? 
STATEMENT OF KENNETH BAKER, SEWARD, ALASKA 
GENERAL STATEMENT 


Mr. Baxer. I will augment Mr. Painter’s and Mr. Bie’s narrative 
the best I can with a few figures here, statistics, you might call them, 
and leave it to the committee to determine their logistical value. 
Senator Corpon. You live in Seward ? 

Mr. Baxer. Yes, sir. 

Senator Corvon. How long have you lived there? 

Mr. Baker. Seven years. 

Senator Cornon. You came up from the States? 

Mr. Baker. Yes, sir. 
Senator Corpon. Go ahead. 
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nittee. TOTAL FREIGHT HANDLED IN 1952 

S rails 

@ con- Mr. Baker. In the year of 1952 from Seward north there were over 
. show 150,000 tons of freight. The revenue earned on that freight was ap- 


proximately $7 million. 
PETROLEUM SHIPMENTS 


Now, in referring to Mr. Painter’s statement, or, I do not recall 


, - a whether it was Mr. Painter or Mr. Bie who mentioned Standard Oil’s 
Siiiee investment in Seward, during the year of 1952 there were 26 tankers 
aaah. docked direct from the refinery. Fifteen commercial ships docked 
ne of there carrying packaged petroleum and barreled petroleum products 
siler of various natures. 

iad a Senator Corpon. What about the bulk petroleum that is received 
eine from the tankers ? Does much of it go inland, or is it used in the area 4 
San Mr. Baxer. Most of it goes inland. 

Senator Corpon. Is it carried in in tank cars? 

"the Mr. Baker. Tank cars, that is correct. ; 
port. Senator Corvon. Yo do not have any figures on the amount of 


both petroleum ? 
Mr. Parnrer. Yes, sir; we have some figures pertaining to the exact 


ae number of tank ears loaded. 

the Senator Corpon. All right, go ahead. 

imp- Mr. Baxer. And we have 26 small interport tankers, that is the 

le of type of tanker that Standard Oil uses to chase around to the various 

on ports in the gulf area, and so on. In that year of 1952 there were 
3,782 tons of packaged petroleum products. That was delivered by 

cord tankers. That is, Standard Oil ships. There were 3,853 tons of pack- 

por- aged petroleum products delivered by commercial freighters; 536 

area boxcars were loaded out of Seward port carrying petroleum products 

8 an In the north, and 5,179 tank cars were put on the rails, and a total of 

om- 12,101 barrels of gasoline and oil. Che prepaid freight to Alaska 

- the Railroad by the Standard Oil Co. amounted to $1,833,475.71. 

hon Senator Corpon. Over what period of time ? 

, Mr. Baker. Fiscal year 1952. 

Mr. Parnter. Mr. Chairman, I might add at this time that that 
figure does not include any of the revenue derived from Government 
agencies, the United States Army, or any civilian freight consigned 
by customers. That is strictly from station-to-station revenues of 
Alaska Railroad. 

Senator Corpon. That was Standard Oil, was it not? 

_ Mr. PaInTER. Standard Oil Co. ; 
an. Mr. Baxer. Standard Oil shipments alone. You may be interested 


in the labor payroll in the town of Seward by Standard Oil alone, 
$92,436.35. 


CONDITION OF RAILROAD 


The condition of the railroad and of the dock in Seward cannot be 
known any better than by the people who work with them. The rail- 
road is in a sad condition. I have some reports from the engineer of 
the Alaska Railroad that were the result of a Sperry test. A Sperry 
machine is the type of machine that goes along the rails, and when- 
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ever there is a defect, it detects it and marks it. In traversing the 
section from Seward to Portage, they found 26 defective rails in 13.7 
miles. That was 70-pound rail. The replacements for those defective 
rails are being made by 115-pound rails removed from the main line 
from the north, where the rehabilitation program was begun. 

In 12.2 miles of 90-pound rail, there were 21 defects, and over 12.4 
miles in 115-pound rail were found to be defect-free. That is the sec- 
tion they repaired to remove the loop and put the 115-pound rail in. 
Wherever we have these heavy diesel engines traversing the light rails, 
it has been hazardous. Some of these rails were installed when the 
Alaska Central Railway was originated and came from the Krupp 
Works and various other places that are shown on the picture. But 
with these heavy diesel engines running over defective rails, just a 
week ago we had one derailment at Bruce Pass where they derailed 
17 cars and dragged them along 18 rail lengths before they could slow 
it up. They were on a downgrade. 


REPLACEMENT OF RAILROAD TIES 


As to the ties under these rails, here is a figure, there are 3,000 ties to 
amile, Of these ties many of them are hand-hewn ties that were never 
replaced, untreated, and the engineer tells me that if repairs were to 
be made, or will be made to the railroad, 2,500 of those 3,000 ties per 
mile will have to be replaced. 

After they made this Sperry test, and along about that time, the 
frost began to leave the ground and they put a slow limit on the Alaska 
Railroad from Seward past the Bruce Pass of 10 miles an hour. That 
is the way the traffic is moving out of Seward at the present time. 

In the normal maintenance of the Alaska Railroad they have two 
piledrivers, These two crews normally maintain all of the works at 
the Alaska Railroad. For the past 2 years there has been 1 piledriver 
and its crew constantly maintaining the Seward end. 


REPLACEMENT OF CULVERTS 


Under the rails from Seward to Portage we have wooden culverts, 
originally installed, that need replacement. A half a mile of steel 
culvert, it is estimated, should be put in there. 

The need for the replacement or rehabilitation of the railroad can 
be seen there pretty clearly. 


CONDITION OF DOCKS 


We might move on to the docks. You have seen some of the pic- 
tures there of the nature of the deterioration that has occurred. There 
is some work that is being done on it, but it is not satisfactory. When 
we have a freighter berth at the dock and the south wind begins to 
blow, it pounds the dock and bumps the dock so that what is bad now 
gets worse. With increased tonnage, when we have to berth 2 and 3 
ships, we do so at an added risk of operation along with an increased 
deficiency of operation. 

If the moneys were appropriated for the rehabilitation of the rail- 
road and the improving of the docks, you have at the present time 
many construction companies in Alaska tooled and equipped, and they 
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could move to the job and do it with dispatch. There would not be 
any delay of getting tools or equipment there, and along with the 
assurance that you have the contractors and equipment to do it, you 
have a guaranteed labor market there. In Seward we have a stable 
labor market, one that is dependable, free from transiency and that 
sort of thing, mostly family men who own their own homes and have a 
stake in the town. 

It is my opinion that as to the harbor itself, you have had all of the 
geophysical aspects of the harbor related to you, and it has no equal in 
all Alaska. I would say to deny that harbor and its place in com- 
merce would be a denial of a gift from our Creator. That is just 
about the way you would sum it up. Thank you. 

Senator Corpon. Thank you, very much, gentlemen. 

Delegate Barrietr. We are grateful to you for hearing us, Sena- 
tor. 

Senator Corvon. That is our chore. 

The committee will stand in recess until 2 o’clock tomorrow after- 
noon. 

(Whereupon. at 10:10 p. m., Monday, May 11, 1953, the committee 
recessed to reconvene at 2 p. m., Tuesday, May 12, 1953.) 
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TUESDAY, MAY 12, 1953 


Unirep STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
W ashinaton. dD. De 

The subcommittee of the Committee on Interior Appropriations 
met at 2 o’clock p. m., Senator Cordon (chairman of the subcommittee ) 
presiding. 

Present: Senators Cordon, Young, Knowland, Mundt, Dworshak, 
Hayden, Ellender, and Thye. 


DEPARTMENT OF THE INTERIOR 
MINNESOTA TRANSMISSION PROGRAM 


STATEMENT OF HON. EDWARD J. THYE, A UNITED STATES 
SENATOR FROM THE STATE OF MINNESOTA 


GENERAL STATEMENT 


Senator Corpon. The committee will come to order. Gentlemen 
of the committee, Senator Thye has certain of his constituents here 
from the State of Minnesota appearing in behalf of certain trans- 
mission lines. Senator Thye, if you will introduce the witnesses. 

Senator Tryrr. Thank you, Mr. Chairman. 

Mr. Chairman, I would like to make this one brief statement. 

The House bill appropriated $400,000 for survey and plans only for 
construction of 230,000-volt transmission line—Big Bend, S. Dak., 
to Granite Falls, Minn. 

We now urge first that the bill contain authority to “initiate con- 
struction” subject to appropriation therefor and you will save from 
12 to 18 months in construction time. 

Second, that the bill now authorize extension of survey and study 
from Granite Falls to Benson and Fergus Falls, Minn., necessary to 
reach Otter Tail Power Co. load centers and to serve 18,000 farmers 
through 5 electric cooperatives. 

Mr. Chairman, we were down here—that is, this delegation—were 
here a year ago when we were endeavoring to obtain the appropriation 
for this 230,000-volt transmission line, the Senate passed the appro- 
priation but we failed to get the House’s concurrence. 

This plan is somewhat different from last year as last year we were 
crossing Minnesota from a different point, entering from a different 
; point and going out at another. 
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This plan proposes to come from Watertown, S. Dak., across to 
Granite Falls, Minn. The plan is slightly different but these gentle- 
men that are here will give a statement on that question. 

The first person I want to call is Mr. Bremicker, vice president of the 
Northern States Power Co., speaking on behalf of the three investor- 
owned utilities. 

Then we will call on the other members, one will represent the 
REA’s and interested cooperative organization. 

Senator Corpon. Mr. Bremicker, you have a prepared statement. I 
suggest that the statement be incorporated in the record and Mr. Brem- 
icker highlight it in the interest of saving time. 

Without objection, the statement will go in the record and you hit 
those points of deepest interest and which you deem of greatest 
importance. 

NORTHERN STATES POWER CO. 


STATEMENT OF CARL T. BREMICKER, VICE PRESIDENT 
PREPARED STATEMENT 
(The statement referred to follows:) 


STATEMENT OF CARL T. BREMICKER, VICE PRESIDENT NORTHERN STATES POWER Co. 


Mr. Chairman and gentlemen, my name is Carl T. Bremicker; I am vice presi- 
dent of Northern States Power Co., a Minnesota corporation. Our company is 
engaged in the public utility business in Minnesota, North Dakota and South 
Dakota, and in Wisconsin through subsidiary companies. 

The electric system of Northern States Power Co. had its origin in 1909, and 
has grown to cover and serve a 40,000 square mile area. The company furnishes 
service to approximately 700,000 retail customers in hundreds of communities. 
We also furnish electric service directly to some 25,000 rural and farm customers, 
and sell at wholesale to 24 electric cooperatives at 54 points of connection. 

In June 1952, we appeared, with the electric cooperatives, before this commit- 
tee to support the request of the Bureau of Reclamation for funds to construct 
a 230,000-volt transmission line in order that Missouri Basin power be delivered 
to preferred customers in Minnesota. We return today to renew that support. 

Let me make our position clear. We are not here asking that electric power 
be brought into our trade area because of any shortage, or to serve the purposes 
of Northern States Power Co. Our company is in the business of generating and 
distributing electricity in our territory, and is prepared to construct the necessary 
facilities for that purpose. We have, are now, and will continue to take care of 
the demands of our customers at rates which are fair and provide the overall 
operational requirements for the conduct of our business. We are constantly 
planning and building to care for the future requirements of our service area. 
Within this area served by Northern States Power Co., we now have a complete 
grid of transmission lines adequately delivering the requirements of the territory, 
including the requirements of 24 rural electric cooperatives. In fact, a substan- 
tial majority of the 20 electric cooperatives represented here today get their 
electric power from our transmission system. 

However, there are some special circumstances involved in the matter now 
under consideration. 

The Congress has determined that dams and hydroelectric generating facilities 
be installed on the Missouri River in North and South Dakota. 

The Congress has determined that the electric power output from these dams, 
beyond that required for Government needs, be supplied first to preferred cus- 
tomers. In our area, these customers are the electric cooperatives and the 
municipally operated utilities. 

The marketing of this electric power has been assigned to the Department of 
the Interior’s Bureau of Reclamation. The Bureau, after surveying the potential 
output of these power developments and further surveying the preferred cus- 
tomers’ demands, apparently had decided that the energy in question should be 
disposed of within a marketing area which, in part, covers the States of North 
and South Dakota, and a portion of the State of Minnesota. 
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And, therefore, the problem is one which basically required Government solu- 
tion. The Government has hydroelectric power to sell to its preferred customers. 
In this instance, the customers within the marketing area in Minnesota are located 
a great distance from the source of supply. If the power is to be sold in this 
area, and that is solely a Government problem to be answered by the Congress, 
it must be delivered where it may be distributed and used. 

The plan as presented by the electric cooperatives, which has the support of 
the private companies, we believe will be helpful to you in determining the 
manner in which the hydroelectric power from these dams may be distributed. 

Here let me make one point clear. Northern States Power Co. is not in favor 
of governmental power projects when the job of supplying power can be performed 
by the private companies. Our position in this matter is consistent with the posi- 
tion of the electric light and power industry—that Government should not do 
for the people things the people—individually or through their private organiza 
tions—can do for themselves. ‘herefore, I want to repeat that the present 
case is a special one due to circumstances created by governmental decisions in 
the past and by the economic problems of building and financing a transmission 
line of this capacity and length to serve the preferred class of customer here 
under consideration. 

The line proposed was determined by the logical terminal points of the ex 
isting systems which will be used to wheel the power to the substations of the 
rural electric cooperatives. 

This line would, in effect, form part of the transmission system enabling the 
Government to make available to preferred customers in the Minnesota market 
ing area, power generated by hydroelectric stations on the Missouri River, and it 
would serve no other purpose. 

We have olfered our transmission facilities to deliver Government hydroelec 
tric energy from our system terminal points to the preferred customers in our 
area, We are ready to enter into a firm wheeling contract with the Bureau for 
that purpose. We stand ready to interconnect our lines with those of the 
Bureau, and thus avoid costly duplication. 

The electric cooperatives and other preferred customers in the marketing area 
of the State of Minnesota are interested in securing the widely publicized low 
rate energy which the Bureau of Reclamation has stated is available to them 

We can use our present and planned system to distribute energy from the Gov- 
ernment dams on the Missouri River when it is delivered to our terminal points, 
and stand ready to interconnect our lines with those of the Bureau and contract 
for such delivery 

We have in the past worked out interconnections and interchanges of power 
wherever it was mutually advantageous. We have such interconnections with 
the REA Minnkota Power Cooperative at Grand Forks, N. Dak.; we are also in 
terconnected with the REA Dairyland Cooperative system in Wisconsin: we are 
completing a similar connection with Otter Tail Power Co. in northwestern 
Minnesota; and we are in the process of working out a similar plan with the 
Interstate Power Co. in southern Minnesota. We have under study a possible 
interconnection with the REA Rural Power Cooperative at Elk River, Minn 
We know of no reason why we cannot successfully interconnect with the pro 
posed Bureau of Reclamation line in Minnesota 

The rural electric cooperatives in Minnesota are here asking that this com 
mittee approve this plan, and appropriate sufficient funds this year in order that 
the benefits, as outlined in their testimony, may be made available to them. It is 
our conelusion that this plan provides a solution to the problem we have above 
discussed. 

This committee, and the Senate, last year approved the initial appropriations 
for the project. The House did not then concur, and no appropriation was made 

This year the House of Representatives made an initial step toward providing 
a means of delivering Missouri Basin power to preferred customers in western 
Minnesota. It authorized an appropriation of $400,000 for completion of plans 
and specifications of a 230,000-volt line from the Missouri River system at Big 
Bend, S. Dak., easterly across South Dakota to Granite Falls, Minn. Granite 
Falls is a principal load center of Northern States Power Co. in western M'nne 
sota, and this line proposed by the House could serve in the initial stages of the 
development. It does not, however, reach the terminal points of Benson and 
Fergus Falls, Minn., which are generally north of Granite Falls and not in‘the 
Northern ‘States Power Co.’s operating area. Therefore, the cooperatives serving 
this northern area are requesting that the authorization, in addition to Granite 
Falls, now cover an extension to Benson and Fergus Falls, Minn. We concur 
with this request. 


2999 53 pt. 2—— 
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We note that the House bill does not include authority to initiate constru 
tion. We are hopeful that such authority may be added so that the line may; 
be put under contract subject to subsequent appropriations. This should save 
time in making the power available to Minnesota. 

For your convenience, we have furnished the committee a Northern State 
Power Co. system may. 


GENERAL STATEMENT 





Mr. Bremicker. Mr. Chairman, if you will recall some 3 years ago 
the cooperatives in the State of Minnesota and the utilities were on 
other sides of the fence and we were told at that time when the plan 
was rejected by the Congress to go home and set up a plan, a coopera 
tive plan to take care of the Missouri Valle »y power which was going 
to be available to Minnesota. 


AGREEMENT WITH COOPERATIVES 


We sat down with the cooperatives on an agreement which we 
worked out and studied and we were faced from the viewpoint of the 
utilities with four specific factors from the viewpoint of the power 
which was to be available from the dams in North and South Dakota. 

These factors were that power was to be available to the State of 
Minnesota, to some extent between 200,000 and 400,000 kilowatts, that 
the power would be available, and that there would be no power for 
the private utilities, power must be transmitted and transported ove) 
those lines to the preferred customers into Minnesota. 

On that basis, we worked out the agreement whereby we set up a 
plan, the study included a plan for a line from Fargo, N. Dak., south 
through Granite Falls and Mankato to Sioux Falls and thence to Fort 
Randall. 

We recognize very fully the magnitude of the work of Congress’ 
at this particular time and the economies involved. However, on 
the basis of power which will be available for Minnesota and that the 
power be sold as speedily as possible to the REA’s as it is available, 
that a line initially come into Minnesota which has been so outlined 
by the House bill to Granite Falls and thence to Benson and Fergus 
Falls to take care of the additional 18,000 customers into the Fergus 

“alls area. 

ADVANCE PLANNING 


We would like very much to have the Senate include “initiate con 
struction” into the House bill because our plans are always made 
or 5 years in advance and that is true of both REA and the utilities. 

Because of that fact we are hopeful that the House bill be amended 
to include the words “and initiate construction.” 


COST DIFFERENTIAL 


Let me say as far as the construction of that line by the private 
utilities, on the basis of what it would cost the Federal Government 
to build that line it would cost the REA about 1 percent more in fixed 
charges than it would cost the private utilities because of Federal 
and State income taxes and the cost of money, and it would cost the 
private companies about 21% times the fixed charges over and above the 
Federal Government. 
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We do not feel we are able to construct that line when power com- 
ing over that line being transported is merely for the service of the 
preferred customers into the State of Minnesota. 

Senator Tuyr. Mr. Chairman, if I might make this comment at 
this point, this is the vice president of the Northern States Power Co. 
speaking in behalf of the three investor-owned utilities, and he is in 
support of the transmission line. 

Mr. Bremickxer. That is right. 

Senator Tuyr. You have steam plants at Mankato and Sioux Falls 
and other points, and if we must we can always hook in and draw 
back the steam-generated power to firm up the hydroelectric that will 
be generated at Garrison and Granville and Gavin Point Dams on 
the Missouri. It is the first time in the history of my public ex- 
perience that the utilities and the REA and the municipalities have 
sat down together and said, “Here is a project that, if the Govern- 
ment will appropriate the funds, we will make it the most economical 
project that has ever been laid out in the United States.” 

I, for one, would have to sit in the middle if there was an argu- 
ment between two groups of this kind and I am more than grateful 
that the utilities and the power companies, private power companies, 
and the REA stand as one asking for an appropriation for a trans 
mission line to be built by the Government to serve the area. 

So, Mr. Bremicker, I am more than pleased that you are all down 
here together. With that, Mr. Chairman, I am going to introduce 
now Mr. Howard L. McKee, manager of the Steele-Waseca Electric 
Cooperative, of Owatonna, Minn., speaking for the 20 REA electric 
cooperatives in Minnesota. 

Senator Corpon. Mr. McKee. 


STEELE-WASECA COOPERATIVE ELECTRIC, OWATONNA, MINN. 
STATEMENT OF HOWARD L. McKEE, MANAGER 
PREPARED STATEMENT 


Mr. McKer. Thank you, Mr. Chairman. I have a statement here. 
With your permission, 1 would submit it for the record with just a 
few observations. 

Senator Corvon. Without objection, the statement will appear in 
the record and you may highlight it. 

(The statement referred to follows :) 


Mr. Chairman and members of the committee, my name is Howard L. McKee 
I am the manager of Steele-Waseca Cooperative Electrict, Owatonna, Minn., 
and I am representing 20 rural electric cooperatives in southern and western 
Minnesota. These cooperatives have joined with the 3 private power companies 
in this area to request that a 230-kilovolt transmission line be built into Minne 
sota to deliver hydroelectric power, generated in the Missouri Basin, to certain 
specified load centers. 

The plan we are supporting is one that has been presented before. We feel 
that our plan has merit, and we know that it has been checked and verified 
by all of the interested parties. Exhaustive engineering studies have been made 
by the cooperatives, utilities, and the Bureau of Reclamation. These studies have 
been concluded with what is known as a board study and all of this serves to 
prove that what we are asking is sound engineeringwise and economically feasible 
We believe that additional information to be presented by our engineer and by 
representatives of the utilities will completely justify our support of this plan. 
The 20 cooperatives represented here today serve approximately 80,000 farm 
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families, and at the present time these 80,000 farmers use in excess of 200 million 
kilowatt-hours per year. They wish to secure power from the Missouri River 
dams for two major reasons. One is that they desire to establish a long-range 
program that will assure them of adequate quantities of electric enegry. The 
second and equally important reason is that, inasmuch as Minnesota is in a 
high-fuel-cost area, electricity generated in steam and diesel plants is relatively 
high. Purchases of Federal power from the Missouri Basin dams, firmed up with 
power generated in Minnesota, should result in some decrease in power costs. 

It has been mentioned that these cooperatives are presently using in excess of 
200 million kilowatt-hours a year, and it is well to mention that this use is in- 
creasing approximately 15 percent a year. However, based on present purchases 
and applying present Bureau rates, this load would provide an immediate and 
substantial annual return to the Federal Government. This market is ready and 
waiting for Federal Power to be delivered. In addition to cooperative purchases 
revenues will accrue from municipalities, and no doubt additional blocks of 
power will be purchased by private utilities in the area. 

Approximately 3 years ago the cooperatives represented here today started 
negotiations with utilities in Minnesota with the though in mind that a plan 
would be worked out satisfactory to all parties, to make use of the possible bene- 
fits of any hydroelectric power that might be brought into Minnesota. This was 
rather an unusual undertaking and one that is not fully understood by many 
people. We find though that our interests are closely related and we have found 
that interests of both parties can be protected and best served by working 
together. 

The agreement we reached resulted in the plan that was presented to this 
committee last year. As is known, our proposal received a friendly reception by 
this committee and in the Senate, but due to circumstances did not receive recog- 
nition in the House. 

We believe that our plan will give the widest distribution of all the possible 
benefits of hydroelectric power developed in the Missouri Basin for use in our 
area. We believe that plan, as proposed, guarantees and protects the interests of 
all concerned to the maximum extent, consistent with the most economical dis- 
tribution of power by the Bureau of Reclamation in the Minnesota area. We 
believe that considering the wide area and divergent interests it is necessary 
that the Federal Government participate in the manner provided. 

We are certain adoption of this plan will make it possible for the various 
groups to engage in long-range planning for major investments and improve 
ments without fear of trespass on the part of any group, and that it binds 
together these parties who have oftentimes been on different sides of the question, 
into a strong operating unit, working together for the good of all. It ties together 
facilities in at leasf a three-State area, developing a power pool that becomes 
of major value and importance to hundreds of thousands of citizens. It is our 
belief that testimony of our engineer and of the power company representatives 
will establish bevond a reasonable doubt that it is our full intention to use private 
capital to the maximum extent. 

It is our thought that through use of our plan a maximum return will be made 
on Federal investments in multipurpose dams in the Missouri Basin, and that 
nossible benefits deriving from these same installations will reach the maximum 
number of people. Under this arrangement it is possible to integrate a whole 
area that has been established as a feasible market area for Missouri Basin 
power. 

All previous experience proves that it is essential that hydroelectric generation 
be backed up by a like amount of steam and diesel generation. Our plan does 
that. Under this proposal approximately 1,500,000 kilowatts of such genera- 
tion will be integrated into the system. Hence, we believe a nominal investment 
in transmission lines will make unnecessary any firming capacity that might he 
constructed with Federal funds. Actually our plan could be considered in this 
manner, that a possible lowering of wholesale power costs in our area is but a 
secondary matter. Most important consideration is that through use of invest 
ments made with private capital we round out a program of essential develop- 
ment of natural resources, yet limit Federal investments to a minimum 

As previously mentioned the House did not recognize the value of our proposal 
last year. We are happy that they have seen fit to give us some measure of 
recognition this year. The House bill as passed provides funds for completion 
of plans for a line into Minnesota from the west to terminate at Granite Falls, 
This is not exactly what we have asked for but we certainly recognize existing 
conditions and the problems that face the Congress of the United States. 
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The line as approved by the House is not inconsistent with our overall plan 
and with our overall objectives. It is a start in the right direction. We feel 
that the approval they have given can be materially strengthened without any 
additional expenditure of funds by adding to their bill authority for the Bureau 
of Reclamation to “initiate construction.” Due to seasonal conditions, a mini 
mum of 1 year can be saved and possibly as much as a year and a half by adding 
these words to the House bill. This would permit the taking of bids on th 
proposed line, such bids to be contingent upon funds being made available in 
the budget a year from now. 

The line approved by the House reaches but 1 major load center of 1 of the 3 
major private utilities in our area. If this line could be extended northwest 
ward from Granite Falls through Benson to Fergus Falls a tremendous impr ove 
ment would be effected, with only minor increases in expenditure s. We believe 
our engineer and representatives of the private utilities will bear out and 
strengthen these two points. 


GENERAL STATEMENT 


Mr. McKee. I would like to affirm the statements Mr. Bremicker 
has made. The cooperatives and utilities in Minnesota did get to 
gether and we feel confident that we have solved our own individual 
problems for our area in an entirely satisfactory manner. 

We feel confident that we have protected the interests and welfare 
of the cooperatives and we feel confident that we have protects l the 
interests of private investors. 

The plan coming out of that agreement between the two groups 
was prese nted to this committee last year and we certainly are happy 
that it received favorable considerat 

The Senate likewise recognized our plan as being worthwhile. 
Unfortunately the House did not but this year the House has seen fit 
to give usastart. The start, of course, is only a portion, but we feel 
under the circumstances that it is entirely satisfactory as a start, pat 
ticularly if we can gain permission, added permission to the House biil 
giving the Bureau of Reclamation permission to initiate construction. 

If they can take bids on this proposed line, it will save us as much 
asa yearanda —a at least a year, in getting this thing into operatio 

We very substantially would increase the benefits of the initia 
power that will come from the dams in the Dakotas, if we might ex 
tend this line presently known as Big Bend-Huron-Watertown-Grai 
ite Falls, if we might extend that for the West Granite Falls, through 
Benson to Fergus Falls. 

Granite Falls reaches one of the major load centers in Minnesota, 
and a very short extension wi uld reach other major load cet 
reaching a great many more peopl 

I believe that completes my statement. 

Senator Corvon. Are you familiar with the technical aspects of 
the matter? I had 1 or 2 questions. 

Mr. McKrr. To some extent but perhaps our next representative 
might answer the technical questions— 

Senator Tuyr. We have the next person, Edgar R. Mackie, engi 
neer, and he speaks as an engineering potibailt unt for the 20 REA 
electric cooperatives involved here. 

I think he could answer your questions. 

Senator Corvon. Thank you very much, Mr. McKee, for appearing 
and we are happy to have your comments in the record. 

Now, Mr. Mackie, do you have a prepared statement ! 
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ELLERBE & CO., ST. PAUL, MINN. 


STATEMENT OF EDGAR R. MACKIE, ENGINEER 








PREPARED STATEMENT 






Mr. Mackie. Yes; I have a long statement. 
Senator Corpon. Without objection, the statement will appear in 

the record and you may highlight it, Mr. Mackie. 

(The statement referred to follows :) 














































STATEMENT OF EpGAR R. MACKIE, ELECTRICAL ENGINEER, ASSOCIATED WITH THE 
ENGINEERING Firm oF ELLERBE & Co., St. PAUL, MINN. 


Mr. Chairman and members of the committee, my name is Edgar R. Mackie 
I am an engineer employed by the firm of Ellerbe & Co., of St. Paul, Minn. I 
am appearing here today in behalf of 20 REA-financed cooperatives in southern, 
central, and western Minnesota. 

Ellierbe & Co. is the largest engineering organization in Minnesota. We have 
been doing load-study and system-design work for REA cooperatives in Minne 
sota and surrounding States for many years. We made the preliminary studies 
and complete system design for Minnkota Power Cooperative, Inc., at Grand 
Forks, N. Dak. This is one of the largest and most successful of the REA power 
cooperatives. Work connected with REA is less than 5 percent of our total 
annual business. We now have work in more than 20 States. The above state- 
ments are made only to give an indication of our qualifications to prepare the 
information contained herein. 

Ellerbe & Co. made the engineering studies for the 20 cooperatives in the south, 
central, and western areas of Minnesota. Their present requirements are sup- 
plied by 4 private utilities and 7 municipalities. 

The municipalities in the area have done a fine job of helping the development 
of the REA cooperatives which they supply. The rapid increase in load experi 
enced by the cooperatives, however, has caused the generating facilities of all 
but 3 of the 7 municipals to be seriously overloaded. In many instances the REA 
load has become greater than their own. It is not feasible for them to float a bond 
issue to install additional capacity to carry the REA loads. Four of the munici- 
palities have already requested that they be relieved of the necessity of carrying 
their REA loads. 

A statement was presented by me before this committee in support of certain 
Bureau lines last year because the following problems existed: 

In most cases, the municipalities are required to run every available unit of 
generation regardless of condition just to get by. The Otter Tail Power Co. serves 
the northwest portion of this area. The Interstate Power Co. serves the southern 
portion of the area. The Minnesota Power & Light Co. serves only four sub- 
stations in this area. Two of the member cooperatives are supplied by REA- 
financed generating plants—1 at Benson, Minn., and 1 at Jackson, Minn. 

The Northern States Power Co. serves the balance of the area. This com- 
pany being the largest of the four utilities involved, is naturally in the best 
position to serve its portion of the requirements. However, some system re- 
visions will be required to carry the anticipated increase in loads. (The North 
ern States Power Co. has a construction program under way which should take 
care of this situation, and will be explained by a following witness.) 

Our letter addressed to the four utilities and dated August 26, 1950, clearly 
indicated our problem and requested information on what quantities of power 
could be made available to us. 

The cooperatives have realized for some time that they were rapidly reach- 
ing the limit of the available power supply in some areas. With this in mind, 
and at the insistence of the cooperatives, we undertook a study and an analysis 
of their power problems. 

We have completed this study, The study shows that the demand for power 
already exceeds the existing available supply in parts of the area. This situa- 
tion must be corrected at once, if the development of these cooperatives is not 
to be restricted. 

Our study further shows that the most practical and feasible solution to the 
overall problem is to provide these cooperatives with Bureau of Reclamation 
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power from the Missouri Basin. The only reasonable solution is to place the 
Bureau lines in operation at the earliest possible date. 

Our recommendation to the 20 cooperatives was that the most practical solu 
tion to the overall problem would be to integrate all of the existing facilities 
Negotiations with the power companies were carried on in an effort to deter 
mine the best overall solution. As a result of these negotiations and studies 
by the power companies, the following basic plan was developed: 

1. That the power companies interconnect their systems to relieve the areas 
where shortages exist these interconnections to take place as soon as possible 
to solve these shortages during the interim period. Contracts have been signed 
by two of the power companies represented here 

2. That the Bureau of Reclamation build a backbone 230,000-volt transmission 
system within a 250-mile radius of the source. The initial construction to 
consist of a 230,000-volt line from Fargo, IN. Dak., to Fergus Fells, to Benson, 
to Granite Falls, to Mankato, to Jackson, Minn., and thence bac« to the source 
in South Dakota. 

3. That the Bureau of Reclamation build the necessary substations at ap 
proximately the points named in item 2 above 

4. That the power companies in the area enter into wheeling contracts with 
the Bureau of Reclamation to wheel power from the above points to the load 
centers of all the preferred customers in the Bureau marketing area 

5. That the power companies in the area build the required low-voltage trans 
mission lines to increase their system transmission capacities as required to 
wheel the power from the above points to the load centers 

6. That the preferred customers in the area could, by virtue of the above con 
ditions. hecome direct customers of the Bureau of Reclamation without addi 
tional expenditures by the customers. New load centers of the electric cooper 
atives might require some new line and substations construction on their part. 

7. That all parties—the Bureau of Reclamation, the power companies, the 
cooperatives, and the municipalities—integrate their facilities to give the maxi- 
mum benefits to the consumers. 

The plan as outlined above solves some very perplexing problems. The solu- 
tion of these problems provides the following: 

1. A guaranty of an adequate source of power for the preferred customers in 
the area at the lowest overall cost. It should be pointed out that the combined 
present (1953) load requirements of the preferred customers in the market area 
in Minnesota are of such magnitude as to render any one line incapable of deliv 
ering these present requirements without considerable supporting equipment. It 
further follows that considering a load in excess of 200,000 kilowatts in 1954 
when Bureau power becomes available and the increasing loads thereafter defi 
nitely requires a minimum of a loop of at least 250,000 volts 

2. An immediate market for reclamation power. 

2. An immediate return on the money already invested by the Government in 
both dams and transmission lines 

$. The greatest distribution of reclamation power to the maximum number 
of preferred customers with the lowest possible investment by the Government 

5. The interconnection of Government-owned generating capacity with pri 
vately owned generating capacity in excess of 1 million kilowatts. The majority 
of this privately owned capacity is on the opposite end of the transmission 
facilities from the location of the Government-owned generation. This greatly 
improves the reliability of the entire system 

It is my firm belief that the value to the Government of the firming capacity 
available from the above plan is, in actual dollars and cents, more than the total 
cost of the entire line for which we are asking. The Government must, in order 
to get the maximum return on its investment, provide this firming capacity by 
some means. 

In any discussion of the above problems, the question always comes up as to 
what actual need this area has for this line. To my knowledge there has not 
been a single case in the United States in the past 15 years, excluding World War 
II vears, that any customer has actually been refused service at a price. It 
stands to reason that any power company would render service to any customer 
in any location if the customer can and will guarantee a reasonable return on 
the required investment. No doubt many people have appeared before this com- 
mittee on the basis that a great need existed because of the lack of any source of 
power. Such a lack must of necessity originally have stemmed from the failure 
or the inability of these people to support the required investment. I state these 
facts only to show that in all cases, actual need must be based on cold, hard 
dollars and I state my case as follows: 
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The 20 cooperatives represented by us purchased in excess of 200 millior 
kilowatt-hours in 1952 at a cost of approximately $2,700,000. This power was 
produced mainly in fuel-burning plants in high fuel-cost areas, If this power 
had been purchased from the Bureau of Reclamation, at their present established 
rate of 5.5 mills for power produced by their hydro development, a sav ing of ay 
proximately $1,600,000 would have been made. By 1960 these same 20 co 
operatives alone will purchase during the year approximately 480 million kilo 
watt-hours. With the same comparison of purchasing conditions as above, 
Saving of $3,600,000 Will be realized. 

The 20 cooperatives haye a total membership of approximately 80,000 fam 
ilies, and the municipalities and others in the area increase this to approximately 
180,000 families, 

I believe the proposed solution to be sound, effec tive, and desirable to thes 
180,000 families, as well as to all parties involved in it. 

I would like to point out the following pertinent points with regard to this 
proposed solution: 

1. Less money and material will be expended to do the Job than under any 
other system. 

2. The same overall economy could not be effected by the Government doing 
the job by itself or the power companies by themselves or by the preferred cus 
tomers doing the job alone. ‘J he reasons for this Statement are as follows: 

A. If the Government through its marketing agent attempts to do the entir: 
marketing job, a good deal more money would have to be invested in trans 
mission and substation facilities. This would result in little increase in gross 
revenue to the Government and in my opinion an actual decrease in net revenue 
to the Government. 

B. If the power companies are asked to build the required lines necessary to 
deliver reclamation power from the dams to the preferred customers in Min 
nesota, it becomes practically mandatory that they do so as utilities at a fair 
price. In this case, however, what is a fair price? It must be sufficient to meet 
property tax, income tax, operation, maintenance, all other fixed costs, and to 
yield a fair return to the investors. This will be explained by another witness 
A more important point is, in my opinion, the fact that the resulting cost to 
the preferred customer woud be such as to not decrease the overall cost of power 
to him. 

C. If the preferred customers attempt to construct the necessary facilities to 
deliver power to themselves with REA financing they are faced with the following 
comparison: 

Assume the maintainance cost to be equal for the Bureau of Reclamation and 
an REA financed line, The Bureau pays 3 percent interest and no taxes. A 
cooperative using REA money pays 2 percent interest plus approximately 2 per- 
cent State taxes. This Increase in yearly cost of 1 percent per year if the line 
is built with REA money plus the cost of the additional facilities that would 
have to be built if the combined plan is not used results in no Saving to the 
customer. Any combination of plans A and C ean basically only change the 
total property tax paid. The construction of facilities that are not required 
under the proposed basic Plan cannot be eliminated. 

3. The same effective security and reliability of service cannot be had by 
any other system at a reasonable cost. 

4. A system Study showing the operation of the combined Systems has now 
been completed jointly by the parties concerned which proves that the plan is 
sound and feasible. This study was made on the Bureau of Reclamation Board 
in Denver in February 1952. 

5. This study further proved that the loss within this combined system was 
not excessive. In fact the losses generally were less than 25 percent, which is 
reasonably low on such a system. 

6. In many cases the Government is required to finance and construct fuel] 
burning plants to provide the firming capacity that would he Supplied by the 
adoption of our plan. 

The House has already passed a bill providing money for completion of plans 
for a line from Big Bend, S. Dak. to Granite Falls, Minn. This section of line 
would provide a desirable part of our overall plan and would be a reasonable 
start. 

We believe that the House bill should be changed to provide the initiation 
of construction pending further appropriations. This change would, in my 
opinion, save from 9 to 12 months’ time without increasing the actual cost or 
requiring additional funds at this time. 
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We also believe that a line from Granite Falls, Minn. to Benson, Minn. to 
Fergus Falls, Minn. should be added to the House bill. 

If the maximum benefit to the most people with a minimum of funds is to 
be provided in the initial stage, this section of line is very necessary. Naturally, 
we would like to have our entire project initiated at this time, but we also 
believe that Federal expenditures should be cut to a minimum. Two of the 
largest load centers in our area are Granite Falls and Fergus Falls. The highest 
fuel-cost centers in our area are Granite Falls, Benson, and Fergus Falls 
Therefore, by providing Bureau power to these three points in the initial stage, 
the maximum could be done with a minimum of funds. 

We are not asking the Government to give us this money. We are asking 
for a loan by the Government to the designated marketing agent. Such a loan 
will, in this case, be paid back more rapidly than in most cases because the load 
or market already exists and stands ready to yield an immediate return on such 
a loan. 

The Government investment, in my opinion, would be repaid in full. Com- 
mitments have been made by the power companies to the cooperatives in the 
companies’ letter of December 21, 1951. This letter will be submitted for the 
record by one of the following witnesses. The cooperative’s answer to the above 
letter is attached to my statement and I would like to submit it for the record. 


POWER COOPERATIVE DEVELOPMENT COMMITTEE, 
Benson, Minn., January 30, 1952. 
NorRTHERN STATES POWER CO., 
Minneapolis, Minn, 

INTERSTATE POWER CO., 

Dubuque, Iowa. 
Orrer TAtt Power Co., 

Fergus Falls, Minn, 

GENTLEMEN: We are in receipt of your letter of December 21, 1951, addressed 
to the Power Cooperative Development Committee. This letter was brought up 
for discussion at the last general committee meeting, on December 27, 1951, at 
Montevideo. It was discussed and explained in detail, after which a motion 
for approval, subject to certain conditions, was placed before the House. A roll- 
call vote was taken and recorded on a resolution pertaining thereto, a copy of 
which is attached to this letter. 

The results of the rolleall vote clearly indicate that it is the intention of the 
Power Cooperative Development Committee to proceed with the plan as agreed 
upon, Incorporated in this same resolution is the expression of the committee 
with regard to complying with the various requests as made in the power com- 
panies’ letter dated December 21, 1951. Here again, the committee elected to 
comply with these requests as a guaranty to the power companies of the com- 
mittee’s good faith. 

I have, therefore, been authorized to write this letter accepting the proposals 
as outlined in the letter above-mentioned from the power companies, subject to 
the following conditions: 

Item 1. That funds be appropriated by the present session of Congress to the 
Department of the Interior, and specifically allocated to the Bureau of Reclama- 
tion for the purpose of designing and constructing the 230,000-volt transmission 
system proposed in our joint plan to transmit Missouri Basin hydroelectric power 
to terminal load centers at or near Fargo, Fergus Falls, Benson, Granite Falls, 
Mankato, and Jackson. 

Item 2. That the three power companies, respectively, enter into satisfactory 
wheeling contracts with the Bureau of Reclamation. 

(a) That these wheeling contracts provide satisfactory guaranties by the 
power companies to the effect that they will supply the necessary transmission 
lines, and where needed substation capacity, sufficient to supply their own trans- 
mission system with all of the requirements in the area, such guaranty to be 
for a period concurrently of not less than 3 years in advance. 

(b) That the total cost for wheeling shall be covered in the contracts between 
the Burean of Reclamation and the power companies and shall not reflect any 
added cost over established Bureau rates to the preferred customers. 

(ec) That the wheeling contracts contain a commitment to the effect that 
the power companies will provide sufficient line capacity to wheel the required 
loads to all of the substations and/or load centers in the area and the refusal 
or inability to provide capacity for any one single load center and/or substation 
shall constitute a breach of contract. This statement need not necessarily 
































































































































1230 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


apply to all new load centers but shall apply to new load centers to the extent that 
the power must supply the necessary line capacity and substation capacity 
to feed those lines (except those provided by the Bureau of Reclamation) where 
the power companies’ system(s) exists at the time that the new load is to he 
provided for. 

Item 3. That the power companies supply the requirements of all of the coop- 
eratives until such time as Bureau power becomes available. 

Item 4. That the power companies will actively support the appropriation of 
funds for the Bureau of Reclamation as cutlined in item 1. 

Item 5. That the power companies proceed generally in good faith to place 
the entire plan in effect. 

The committee wants it clearly understood that they are making, and will 
continue to make, every effort to comply with the requests made by the power 
companies in their letter of December 21, 1951. Since the power companies 
letter of necessity is a proposal and not a statement of actual facts or existing 
contracts, it becomes necessary to outline a few of the conditions as above in 
items 1 to 5, inclusive. It is impossible, even in this manner, to list more than 
a few of the pertinent points and, therefore, to be effective both parties must 
proceed, in good faith, to place the entire plan in effect. 

While we are proceeding as outlined above, we must state that the agreement 
shall not be binding upon either party in the event that funds are not forthcoming 
during the present session of Congress. It is the committee’s hope, in the 
event this should happen, that the parties to this agreement can still proceed to 
solve their overall mutual problems. It is, however, the feeling of the commit 
tee that should events cause this to be the case that all agreements should be 
renegotiated in the light of developments up to that time. 

The above-mentioned letter dated December 21, 1951, confirms, in general, com 
mitments as outlined in a similar letter dated September 24, 1951, which letter 
was signed only by the Northern States Power Co. This letter of September 4, 
1951, contained additional proposals with regard to terms of contract, mainte- 
nance of co-op-owned facilities and other items. The committee has authorized 
me to accept the items in this letter which are in general stated in paragraph ITI, 
subsections 1, 2, and 8, and paragraph IV, subsections 1, 2, and 3. The accept- 
ance of these extra provisions, as contained in the letter of September 4, 1951, 
and as again confirmed in a letter dated December 21, 1951, over the signature 
of Mr. H. C. Cummins, is subject to the general provisions and conditions as 
outlined throughout this letter. 

Very truly yours, 
Vrieror TIANSON,. Neeretary 


RECOMMENDATIONS TO COOPERATIVES 


Mr. Mackie. We have included in the statement our company’s 
qualification for preparing the data that is included in it and our com 
pany did perform the service of the overall study for the cooperatives’ 
end of this overall plan. Basically our recommendation to the group 
of 20 cooperatives which we represent was in simple terms, that they 
integrate all of their facilities with the facilities of the municipalities 
and the power companies to end up using all of the property that each 
of those various parties owned which, in turn, could be integrated with 
the Bureau of Reclamation, the marketing agency for Missouri power, 
and out of that combination would come probably the best overall] 
solution to the entire problem. 

There are several rather important things that it would accom 
plish. First of all, it would guarantee an adequate source of power 
to the preferred customers in the area, and I think, important to the 
Government, it would provide an immediate market for reclamation 
power. 

It would provide an immediate return on the money already in- 
vested by the Government in the dams and transmission lines. 

It would also result in giving the greatest benefit to the greatest 
number of people with a minimum of funds. 
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Then on page 3 under item 5, we have listed—which to me is prob 
ably one of the most important items so far as the Government is 
concerned—that the construction of a 230-kilovolt line would actually 
interconnect the Missouri Basin development and all its resulting 
capacity with something in excess of a million kilowatts of existing 
capacity now owned by REA co-ops and private utilities. 

t is my belief at least that the value of that firming capacity alone 
actually exceeds in dollars and cents the amount of money that the 
Government. will have to expend in order to actually build the line. 


LANGUAGE CHANGE SUGGESTED 


I think the other 2 points that I had the intention to emphasize have 
been brought out by both of the people testifying before me and that 
is that we would like to have 2 words added to the House bill “to 
initiate construction”; no additional funds would be required at this 

articular time. 

Then the 3 highest field cost load centers we have in our entire urea 
of these 20 co-ops is Granite Falls, Benson, and Fergus Falls. 

The House bill provides bringing power into Granite Falls. I would 
again like to request that that line be extended to include Benson and 
Fergus Falls which would take in two or more of the extremely high 
fuel-cost centers that we have in the area. 

With that I will conclude my statement. 

Senator Corvon. I would like to ask these questions so that the 
chairman, at least, may have some idea of what is involved here. 


FIRM AND SECONDARY POWER 


Will the power to be brought over this line be firm power? 

Mr. Mackie. Both, Mr. Chairman. As the Bureau intends its use, 
both secondary and firm would be available over the line to be 
constructed. 

These 20 cooperatives in general in the initial stage at least would be 
buying practically all firm power, if it was available. 

As time goes on and as I see it, I think the amount of firm available 
would become less and less and the amount of secondary available 
would become more and more. 

Senator Corpon. What do your plans contemplate with respect to 
the secondary power ? 

Mr. MAcKIRE. As far as the ( cooperat ives are concerned in genera 
sir, they would be buying firm power so long as the firm was available 
from the Missouri Basin. 

If the supply became short, which I am sure we all concede it will, 
then our intention is to use the firming capacity that the utilities pro 
vide and buy secondary. 

Senator Corpon. That brings up the next question: The contract 
which has been made or if it has not, which is to be made, between the 
local power generating and distributing utilities and contemplates not 
only a wheeling of power in kind but the transforming of that power 
so far as is necessary into the type of dependable or firm power that 
the cooperatives require; is that correct ? 
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Mr. Macxtr. As our agreement stands now, Mr. Chairman, we have 
the tentative agreement with the utilities that the cooperatives will buy 
directly from the marketing agent, the Bureau of Reclamation, firm 
power so long as it is available. 


WHEELING CONTRACT 











The utilities will enter into a so-called wheeling contract with the 
Bureau of Reclamation and in that contract will be a provision where- 
Ly they are willing to supply the firming capacity when and if it is 
needed. 

Senator Corpvon. That will be a contract between the Bureau of 
Reclamation- 

Mr. Mackie. And the utilities. 

Senator Corpon. The cooperatives will deal only with the Depart- 
ment of the Interior through the Bureau of Reclamation, is that 
correct ¢ 

Mr. Mackie. In the initial stage, yes, sir. 

Senator Corpon. How will they deal in the succeeding stages ? 

Mr. Mackie. Why I put that initial stage on there, Mr. Chairman, 
as I visualize it, some of our 20 cooperatives that are quite some dis- 
tance from the source at Granite Falls as the plan shall be initiated 
under this particular setup, as time goes on I can’t quite conceive that 
the Missouri supply shall be unlimited so far as the marginal co-ops 
we have in this group are concerned so I think, as time gues on what 
we will actually have is a group in the western section of Minnesota 
dealing directly with the Bureau of Reclamation; those in the eastern 
part of the State will be actually buying firm power from the utilities 
involved, who in turn will be buying an allocated amount of secondary 
power from the Bureau of Reclamation for sale exclusively to pre- 
ferred customers. 

Senator Corpon. Those dealing directly with the Bureau of Rece- 
lamation will be in a position of either being able to and purchasing 
firm power or of purchasing firming-up or peaking power and sup- 
plementing that with their own generation, is that correct ? 

Mr. Macxte. That is correct, sir. 

Senator Trg. That is what I meant by the fact that the proposed 
project would be unique in this sense, that all interested parties would 
be united, whether utilities or municipalities or the REA’s. 

Senator Corpon. With respect to the contracts that are direct as 
between the cooperatives and the Bureau of Reclamation, there would 
be no service rendered by the private utilities? 

Mr. Mackie. Yes, sir; there would be in almost every instance 
under a wheeling contract between the private utilities and the Bureau 
of Reclamation. 

I do not believe we would have any direct service with the possible 
exception of one in the entire State where a direct connection would 
be made to a cooperative from the 230-kilovolt line. 

In other words, in every instance it would be wheeled by some 
third-party transmission. 










































SUBSTATIONS 


Senator Corpon. Will the power be brought over the 230,000-volt 
line and delivered to the wheeling agents at 230,000 volts or will there 
be the intervention of substations ? 
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INTERIOR 


Mr. Mackie. We have asked for a 115-kilovolt substation. 
Senator Corpon. How would you use that if you get your power 
from the wheeling agent ¢ 

Mr. Mackie. Maybe I misunderstood you. 

We asked the Bureau to provide a substation from 230.00 volts to 
115 at Granite Falls and at Fergus Falls. In other words, there is 
an established bus by the Wheeling agents of 115,000 in each of those 
places. me . 

Senator Corpon. Are the powerlines of the private utilities in those 
areas 115,000-volt lines 4 

Mr. Mackie. That is correct, sir. 

We also have a 230 at Granite Falls so some could be taken over 
cirect. 

Senator Corpon. So that the Government will construct the 230,000 
volt line to give outlets and then reduce the voltage from 230,000 to 
115,000 and supply at that voltage to the transmitting or wheeling 
agent ¢ 
Mr. Mac KIE. That is correct, sir. 


POWER COSTS 


Senator Corvon. Have you any figures as to what the power will 
average to the cooperatives ¢ 

Mr. Mackie. In accordance with our agreements with the utilities, 
which is included in the testimony submitted for the record, included 
in that agreement is a statement that power will be delivered to the 
distribution cooperatives, the REA cooperatives, to pret rred cus 
tomers, at the established Bureau rate, which in this case would be, 
let’s say, on 50 percent load factor for firm power, 534 mills if that 
is their established rate. 

Senator Corpon. Wiil that be a postage stamp rate wherever power 
is delivered ¢ 

Mr. Macxre. That is correct as the Bureau has their rates set at the 
present time. 

Senator Corpon. What will be the rate? 

Mr. Mackie. Five and three-quarters mills approximately at fifty 
percent of load factor, firm power. 

Senator Corvon. Do you have a contract with the utilities with 
respect to this or is this the contract the utilities have or expect to 
have with the Bureau of Reclamation ? 

Mr. Mackie. We have an agreement with the utilities, that—or 
expect to have with the Bureau of Reclamation—an agreement with 
the utilities that they will agree to such a contract with the Bureau of 
Reclamation. 

Senator Corpon. The contract has not been executed ? 

Mr. Mackie. That is correct. 

We have asked the Bureau to negotiate it with the utilties but that ix 
us far as we have gotten. 

There is no actual contract in thisarea. One of the utilities involve: 
here, the Otter Tail Power Co., does have a wheeling contract with 
the Bureau in North Dakota. 
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ALLOCATION OF COSTS 


Senator Corpon. Has there been any allocation of costs yet at any 
of the dams so that you can determine the amount of reimbursable 
capital investment ? 

Mr. Mackie. The only answer I can give to that, sir, is no. As I 
understand it, the United States engineers have one figure and the 
Bureau of Reclamation has another and frankly I do not know what 
either one of them is. 

I have heard them, as I am sure you have. 

Senator Corpon. The price to you people is going to depend upon 
what figure is finally determined ? 

Mr. Macxre. That is correct. 

Senator Corvon. Do you know how much power a given utility will 
receive as against the amount of power it delivers ? 

Mr. Macxtr. I do not think I understand your question. 

Senator Corpon. The utility is going to get paid for its services in 
power; is that correct? 

Mr. Macxte. Not in all instances. In many instances that is true. 

Senator Corpvon. It can’t pick up the power at 514 mills and carry it 
here, there and yonder and sell it at 514 mills and keep going. 

Mr. Macxte. Let me answer it this way. As the contracts that exist 
out there now are written, the utility is giv ing a certain block of power, 
allocated to preferred customers. "The “y receive an average of 7 per- 
cent to take care of the losses in the system plus a payment of 1 mill per 
kilowatt-hour for delivery not to exceed 50 miles. 

It is quite obvious that is an average delivery of something like 25 
miles and they are receiving 1 mill per kilowatt-hour for delivery plus 
a 7-percent makeup for losses. 


FINANOIAL ARRANGEMENT 


Senator Corpon. That one mill is for delivery after the utility 
receives the power at the substation at 115,000 volts? 

Mr. Mackie. That is correct. That is a typical contract as exists 
out there now. 

Senator Ettenver. Mr. Chairman 

Senator Corpvon. I just want to run this down if I may, so we can get 
an idea of what this financial arrangement is. 

Who pays the 1 mill? 

Senator Toye. Mr. Chairman, not that I wish to raise a question here 
other than just to state my own position: I have unfortunately com- 
mitted myself to meet a Minnesota delegation to take them to the Vice 
President’s office and I was just informed by one of their secretaries 
that they are waiting forme. Therefore, Mr. Chairman, might I say 
this: That I regret that I must leave. You have still of the Minne- 
sota representatives here Mr. Albert Hartl, vice president and treasurer 
of the Otter Tail Power Co., and I will leave it to you to call Mr. Hart! 
when you get through your interrogation here and besides the delega- 
tion that I have introduced to you, we have Mr. Victor Hanson, of 
Benson, Minn., who is an REA representative; we have Paul Richter, 
of Wadena, another REA representative, C. W. Peterson, of Pelican 
Rapids, Minn., another REA representative; Simon Lundquist, of 
Wheaton, and another REA man; Leroy Sabie, Pipestone, another 
REA man; and C. L. Palmerston, of Mankato, another REA repre- 
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sentative; and P. J. Peterson, of St. James, also an REA representa 
tive. Mr. Peterson and | served in the State legislature some years 
ago. They will not make a statement. 

It will only be Mr. Albert Hart] that is prepared to make a state- 
ment. 

I thank you on behalf of this entire delegation for hearing us this 
afternoon and I say to you men I regret that I cannot stay until the 
last but this delegation from Minnesota I had agreed to meet and take 
into the Vice President’s office. 

Thank you very much. 

Senator Corpon. Thank you very much. 


FURTHER DISCUSSION OF POWER COSTS 


If the utility is to receive 7 percent overage in power which would 
be 107 percent of power when they are delivering 100, and 1 mill per 
kilowatt-hour for delivery, that necessitates somebody paying that 
1 mill. 

Who pays it? 

Mr. Mackie. Under the present setup of the existing contracts that 
is deducted from the price that the Bureau actually receives. 

In other words, if their normal postage stamp rate would be, let’s 
say, 5.75 mills they would actually deliver, if it was sold through 
the power company, as the intermediate agents, it would be sold at 
4.75 mills but in any event the power company would collect the 1 
mill, the customer would pay it but he would still pay ony the postage 
stamp rate on the basis as though the Bureau delivered it. 

What it boils down to in our plan which we are advocating is that 
we are providing a good many miles of transmission line which under 
normal circumstances the Bureau would probably be building and 
providing that service. 

Senator Corpon. That is correct. Thank you, sir. 

Does that finish your testimony, Mr. Mackie? 

Mr. Mackie. Yes, sir. 

Senator Corpvon. The next witness will be Mr. Albert Hartl, vice 
president of the Otter Tail Power Co., and there will be room right 
here in a moment, Mr. Hartl, because I am going to surrender the 
presiding officer’s chair to Senator Mundt because I have unfortu- 
nately some other commitments this afternoon. 

The Senator has kindly consented to carry on for me for a bit. 

Thank you very much. 

I regret I can’t follow through but I assure you I will go through 
your testimony with care. 

Senator Munpr. All right, Mr. Hartl. 


OTTER TAIL POWER CO., FERGUS FALLS, MINN, 


STATEMENT OF ALBERT V. HARTL, VICE PRESIDENT 
PREPARED STATEMENT 


Mr. Harti. Senator, my name is Albert V. Hartl, vice president 
and treasurer of the Otter Tail Power Co. 

I have a short prepared statement together with a map of our sys- 
tem, which will aid in orienting the committee insofar as the location 
of this proposed line is to our existing facilities. 
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With your permission, to save time, in one brief paragraph I can 
summarize this statement. 

I wish to corroborate the testimony of Mr. Bremicker and M: 
McKee insofar as the cooperative effort of our company is concerned 
in our sincere request for an appropriation for the building of this 
line. I specifically appear because the proposed extension of this 
line will go exclusively through Otter Tail Power Co., territory and 
will be useful for the delivery of electric energy from the Federal) 
developments on the Missouri River to the preferred customers in 
our area. 

Senator Munpr. Very well. We will file your statement in the 
record. 

(The statement referred to follows :) 





STATEMENT OF ALBeRT V. Harti, Vick PRESIDENT AND TREASURER OF OTTeR TAL 
Power Co., Feraus FALts, MINN. 








Mr. Chairman and gentlemen, my name is Albert V. Hartl; I am vice presi 
dent and treasurer of Otter Tail Power Co., a Minnesota corporation which 
supplies electric energy to almost 500 communities in Minnesota, North Dakota, 
and South Dakota, plus either supplying directly or helping to supply 22 REA 
cooperatives at 58 points of connection. The attached map indicates the extent 
of our operations. 

I likewise appeared before this committee in May 1952 requesting that funds 
be appropriated to permit the Bureau of Reclamation to build a 230-kilovolt 
transmission line through part of our territory in Minnesota in order that elec- 
tric energy from the Missouri River development might be made available to 
REA’s in Minnesota. Iam here today to renew that request. 

Our company has already signed a wheeling contract with the Bureau of 
Reclamation to cover its North Dakota territory. It stands willing to enter into 
similar agreements to cover its South Dakota and Minnesota operations. Our 
company is a party to a tripartite agreement in North Dakota whereby the gener 
ation of the Central Power Electric Cooperative is wheeled over Bureau of Recla 
mation lines and then over our lines to ultimate connections with the lines of 
distributing cooperatives. We have an interchange agreement with Minnkota 
Electric Cooperative at Bemidji, Minn. In a matter of a few months we will 
be interconnected with the Northern States Power Co. at Granite Falls, Minn 
I cite these cases as examples of cooperation now existing in our territory; 
our joint presentation today is a continuation of this cooperative effort in the 
upper Midwest. 

At the present time we have the physical facilities to handle the requirements 
of our system. We stand ready and willing to expand these. However, we as a 
utility cannot build transmission lines for the sole purpose of wheeling energy 
to preferred customers. We, therefore, respectfully submit that the building 
of trunklines for the purpose of bringing large blocks of power to the preference 
customers in our territory must of necessity be left to the Bureau of Reclama- 
tion inasmuch as there appears to be no economic justification for the private 
utilities to build such additions to their systems. 

Otter Tail Power Co. wishes to help, by all proper means, the economic well- 
being of the REA cooperatives in its service area. To that end we earnestly 
recommend your favorable consideration of appropriations to build the trans- 
mission line here being considered, and as already authorized for preliminary 
study by the House of Representatives. We feel that this 230-kilovolt line plus 
existing facilities will satisfactorily take care of electric energy requirements 
of preference customers in our area. 


Senator Munpr. I understand Mr. Hummel, vice president of the 
Interstate Power Co., of Dubuque, is in the room. 
‘The CurrK. I have a statement from him. 
Mr. McKee. He is not here. 
Senator Munpr. The statement will be filed for the record. 
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(The statement of Mr. Hummel follows :) 


STATEMENT BY C. A. HUMMEL, VICE PRESIDENT OF INTERSTATE POWER ¢ Oo! 
DUBUQUE, IOWA 


Mr. Chairman and gentlemen, my name is C. A. Hummel, and | am vice pres 
dent of Interstate Power Co. Our company serves electricity to 256 communities, 
a substantial number of which are in southern Minnesota. 

Our neighbors, the REA cooperatives represented here—Otter Tail Power Co 
and Northern States Power Co.- —are here presenting their views in support of 
the cooperatives’ request for a 250,000 volt line to deliver Bureau of Reclamation 
power to electric customers in Minnesota. These views have been ably outlined 
1 do not believe it necessary to repeat their reasons in support of the proposed 


transmission line. 
I would like to repeat, however, our commitment to the REA’s and to the Con- 


gress that was made earlier. 

We are now, and have been, ready to make agreements with the Bureau of 
Reclamation for the use and the wheeling of Missouri Basin hydroelectric power 
over our present and proposed facilities. A reasonable and workable agreement 
with the Bureau to deliver Missouri Basin hydroelectric power to the people of 
Minnesota is an important part of this proposed plan and commitment 

We hope that approval for this program be given so that construction may 
proceed in an orderly fashion. 


MILES OF TRANSMISSION LINES 


Senator ELLENDER. I have been trying to ask a few questions to no 
avail. 

Senator Munpr. Senator Ellender. 

Senator ELLeENper. How many miles of transmission line does this 
entail ? 

Mr. Mackie. Al, you can tell us from Granite Falls to Fergus 
Falls—— 

Senator ExLtenper. Can’t you tell us? 

Mr. Harri. Granite Falls to Fergus Falls will be approximately 
115 miles. 

Mr. Mackie. We are asking in our portion from Watertown, S. Dak., 
to Granite Falls, approximately 60 miles. 

Senator Ettenpver. That would be 175 altogether ? 

Mr. Mackre. Yes, and then in the House bill is a line; the entire 
section from Big Bend to Granite Falls, Minn., is included in the 
House bill. 

Senator ELtenper. How many more miles would that be? 

Mr. Mackie. That is the South Dakota section of line. I do not 
know. 

PROJECT COSTS 


Senator Ettenver. Does anybody know what the entire cost of this 
project is going to be? 

Mr. Mackie. I do not know, sir, what the South Dakota portion 
of it is. 

Senator Erienper. I notice here that in one of the statements you 
want to initiate construction. What do you mean by that? 

Mr. Mackie. If the words are inserted in the bill “to initiate con 
struction,” in the House bill, $400,000 for the section from Big Bend 
to Granite Falls to complete the plans, if the words “to initiate con 
struction” are added under that terminology, the Bureau of Reclama 
tion is actually allowed to prepare plans and specifications and issue 
bids, take bids, subject to additional appropriation in the future. 
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Senator E.tenper. How much money has the House allowed yuu! 
Mr. Mackie. In our case $400,000 for the entire section, South Da- 
kota and Minnesota. 

Senator ELtenper. Are you requesting any more than that from 
this committee ? 

Mr. Mackie. Our information from the Bureau of Reclamation, 
sir, which is not my place to state but our information is that if the 
addition from Granite Falls to Fergus Falls is added they are satis- 
fied with the $400,000. 

Senator Exrenver. $400,000. Have you any idea what the entire 
project is going to cost ! 

Mr. Mackie. Not including the South Dakota section. 

Senator Extenper. Much of this is in the planning stage. 

Mr. Mackie. All of it. 

Senator Extenper. Well, with this $400,000, how many miles of 
transmission line do you expect to erect ? 

Mr. Mackie. None, sir. That is merely the planning. 

Senator Ettenper. This is solely for planning? 

Mr. Macxtr. Yes, sir. 

Senator ELLenper. How much more power will the concern repre- 
sented by Mr. Bremicker retain for its own use from the Government 
than it will dispose of 


FUTURE POWER USES 


Mr. Bremicker. How much more power do we expect to retain ? 

Senator ExLenper. Yes. 

Mr. Bremicxer. Under present conditions we do not expect to re- 
tain that power in the initial stages until such time as it gets beyond 
what the initial kilowatt-hours would be put over the line. 

Senator Ettenper. Do you expect a time will come when these 20 
cooperatives will use more power than is produced by the Govern- 
ment ¢ 

Mr. Bremicker. That is a possibility; yes, sir. 

Senator Extenper. That is a possibility ¢ 

Mr. Bremicker. Yes, sir. 

Senator ELtenper. In the course of time? 

Mr. Bremicker. Yes, sir. 

Senator E.ienper. In the event that such a time should come when 
they will use all of that power and will need more, what will be the 
rate at which you are going to sell that excess power to what you would 
have to pay for the power from the Government ? 

Mr. Bremicker. | would not be able to answer that. You are 
talking about the future and it is a very difficult thing. 

Senator Eitenper. Haven’t you a contract? 

Mr. Bremicker. With the Bureau of Reclamation? 

Senator ELLenper. You contemplate a contract ? 

Mr. Bremicker. At the present time we serve 24 cooperatives in 
Minnesota and our average rate to those 24 cooperatives at present is 
1.2 mills—1.2 cents, 12 mills. 

Senator E.ttenper. Twelve mills? 

Mr. Bremicker. Yes, sir. 
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Senator Ex:tenper. The Bureau, as I remember it, sells it for five 
and three-fourths. That is the established rate. 

Mr. Mackie. At present. | 

Senator Eitenper. How much of the power that is now used by 
these 20 cooperatives is produced by the cooperatives themselves / 

Mr. Mackie. Only 2 cooperatives of the 20 have their own genera- 
tion. 

Senator ELtenper. They produce it exclusively for themselves? 

Mr. Mackie. Yes. 

Senator Extenper. What will become of these generating programs 
when these contracts are entered into and the lines are built? Will 
they depend solely on power from the Government and power they 
expect to obtain from Mr. Bremicker’s concern ¢ 

Mr. Mackie. The two that have plants now will buy secondary 
power and firm their own. ; 

That is all that is involved in the entire area so far as cooperatives 
are concerned. 

Senator E.itenper. That is all. 

Senator Munpr. Thank you very much, gentlemen, for 
your testimony. 


giving us 


FURTHER DISCUSSION OF WHEELING CONTRACT 


Senator ELtenver. One more question. Will this contract in con- 
templation be entered into before the Government spends money for 
this? 

Mr. Bremicxer. The wheeling contract ? 

Senator ELLENpER. Yes, sir. 

Mr. Bremicker. No, sir. We are negotiating with the Bureau of 
Reclamation, but that is just in the negotiating stages. 

As far as our agreement with the cooperatives, the 20 cooperatives, 
we have stated our facilities—I am talking about the private utilities— 
our facilities are available for wheeling to the cooperatives. 

Senator ELLenper. And have the terms been specified ¢ 

Mr. Bremicker. No, sir. 

Senator Exxenper. Don’t you think it might be a good idea before 
the Government does go into this business of spending a few million 
dollars to build these lines that the contracts be actually entered into 
and also executed between you and the cooperatives ? 

Mr. Bremicker. We have an understanding and agreement with 
the cooperatives. 

Mr. Mackie. They have agreed to deliver the power for the Bureau 
at no mcreased rate over the Bureau rate. We have also asked both 
cooperatives and utilities have asked the Bureau of Reclamation for a 
contract so, so far as the parties here are concerned we are in agree- 
ment and perfectly willing to sign the contract tomorrow. 

Senator Ertenver. And you have no doubt that the contract will be 
executed ¢ 

Mr. Mackie. No. One of the utilities already actually has one. 

Senator Etienpver. All right. 

Senator Munpr. Mr. James E. McCaffrey, of the Sacramento 
Municipal Utility District is the next witness. 
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SACRAMENTO MUNICIPAL UTILITY DISTRICT 





STATEMENT OF JAMES E. McCAFFREY, GENERAL MANAGER 


PREPARED STATEMENT 








Mr. McCarrrey. My name is James McCaffrey. IL am general 
manager and chief engineer of the Sacramento Municipal Utility 
District. 

On my right is Paul E. Shaad, the chief electrical engineer and 
assistant general manager. On my left is Albert J. Hamilton, director 
of the power and rate division of the district. 

Senator Munpr. Mr. McCaffrey, you have a long statement here 
which has been prepared. You might either read that or if you 
prefer you can file that with the committee and highlight your 
testimony. 

Mr. McCarrrey. I have made an effort to cut down this statement 
for the purpose of highlighting those things that I particularly wish 
to emphasize. For that reason I will read portions of i 

The balance we will file. 

Senator Munpr. Very well. If your testimony is going to be limited 
to reading from this the reporter will not need to take those notes 
inasmuch as you are going to read it. 

Mr. McCarrrey. That is correct. 

(The statement referred to follows :) 


STATEMENT OF JAMES E. McCAFFREY, GENERAL MANAGER AND CHIEF ENGINEER, 
SACRAMENTO MUNICIPAL Utitiry DistTricr 


My name is James E. McCaffrey, I am general manager and chief engineer ot 
the Sacramento Muncipal Utility District, Sacramento, Calif. I have requested 
the privilege of appearing before you to acquaint you with certain recent and 
serious developments regarding the power contract which our district executed 
with the United States Government, Bureau of Reclamation, on December 11, 
1952. 

On April 23 the House Committee on Appropriations recommended the follow- 
ing in regard to power contracts of the Central Valley project, including our own: 

“The committee urges the Secretary of the Interior to withhold, or withdraw 
approval of, and suspend further action under, such public agency contracts un- 
til (1) the effect of the contracts * * * may be determined by the Department, 
(2) an opinion as to the legality of the contracts has been rendered by he Solici- 
tor of the Department, and (3) the matter has been submitted to the Comptroller 
General for his review and opinion.” ? 

We hold a valid contract which both the District and the United States have 
entered into in good faith. We believe that it would be so damaging as to prac- 
tically amount to a repudiation of the contract, if the Secretary of the Interior 
were forced to continue to be handicapped in his performance of the contract, as 
he now is by the House committee recommendations. 

Unfortunately, the district had no knowledge that our contract was to be 
considered by the House Appropriations Committee. Accordingly, we feel that 
we now must make clear to this Senate committee the facts concerning the con- 
tract and its effect upon the Central Valley project. 

The contract is a valid one, negotiated at arm’s length. It was duly approved 
by the Secretary of the Interior and by the board of directors of our district in 
complete observance of Federal Reclamation Law and the municipal utility 
district law of California.* 

So far as we know, no responsible representative of the United States con- 
tends that the contract is illegal. ‘The district’s own counsel advised that the 


1 Contract 14—06—200-290. 
2H. Rept. 314, 83 Cong., on H. R, 4828, p. 16. 
* California Public Utilities Code, division 6, sec. 11501 et seq. 
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contract is fully in accordance with applicable law and at the time of its execu 
tion it bore the stamp of approval on behalf of the Solicitor of the Department 
of the Interior. However, it is alleged by some interests in California that the 
rate at which power will be sold will not return sufficient money to repay the 
investment of the United States in the project It is also alleged that sale of 
the power to the Pacific Gas & Electric Co., instead of to public agencies like 
the district, would vield greater revenues 

The charge that the rate at which power will be sold will not return sufficient 
money to repay the project power investment and to subsidize irrigation has not, 
so far as we know, been supported by any financial study. The suggestion that 
the sale of power to P. G. & E. would produce greater revenue is simply a chal- 
lenge to the wisdom of the policy that municipalities and other public bodies 
are entitled to preference in the purchase of power from Reclamation projects. 
As you know, this has been the law for many years. 

If the 290,000 kilowatts of power and energy for which the district has con- 
tracted is not delivered to the district, it will continue to be sold to the Pacifie 
Gas & Electric Co, The rate for firm power provided in the districi’s contract 
is identical with the rate contained in the Bureau's contract with the Pacific 
Gas & Electric Co. for the sale of firm power to that utility.* 

Our contract with the Bureau is for a 40-year period, but the rate is firm 
only for a 10-year period. At the end of 10 years, and at 5-year intervals there 
after, the rate may be increased, if necessary, to cover future changes in the 
project’s cost of power, or to insure that the subsidy to the irrigation features 
of the project is sustained at levels contemplated by reclamation law, or both. 

The rate is fully adequate according to financial studies of the project’s aver 
age power rates and repayment prepared by the Bureau of Reclamation. A rate 
and repayment study was examined by our staff at the time our contract with 
the Bureau was under negotiation, and it showed conclusively that the con 
templated sale of project power was financially feasible. Another study recently 
completed ® confirms this conclusion. It shows that the district, together with 
other power users, will, under present rates for power, pay total charges which 
will cover all of the project costs allocated to power. These costs include the 
controversial “wheeling fees” payable to the P. G. & E., which are discussed 
later, as well as interest at 3 percent on the power investment. 

Present power rates will repay the entire investment allocated to power and 
in addition will accumulate a surplus of about $47,382,000 at the end of 50 years 
after July 1, 1957,° when the presently authorized project is completed. The 
nterest on the power investment, which will total approximately $43,779,000 for 
the entire period,’ will be returned directly to the Treasury for such use as the 
Congress shall direct. The subsidy to the irrigation investment, amounting to 
$74,560,000, will be paid out by the end of the year 1996° without the use of the 
3 percent interest component realized from the power investment. 

The district’s interest in the Central Valley project as a source of low cost 
public power is not new. It has been a matter of widespread public knowledge 
It has continued over the past 19 years during which the development of the 
project and the development of the district have been parallel In addition, I 
would like to point out that the rate, terms, and conditions of power sales con 
tracts established by the Bureau of Reclamation have been a matter of wide 
spread public knowledge and have been transmitted as factual information to the 
Congress on numerous occasions. 

As far as recent history is concerned, a contract for Central Valley project 
power was first offered to the district in November 1951 and there followed more 
than a year of study and negotiations which finally culminated on December 11, 
1952, with the execution of the contract. Contrary to rumors, it is therefore no 
hasty, unusual, or covert action which the United States and the Sacramento 
Municipal Utility District have taken in executing this contract. 





* Contract 175r—3428, dated October 3, 1951 

» Geatre Valley project, power system average rate and repayment study, revised April 
30, 1953. 

*If local transmission and deliver facilities to serve the district are constructed, the 
accumulated surplus at the end of the 50-year period would amount to $117.337.000, or 
approximately $69,950,000 more 

*The interest at the same 3-percent rate will amount to $35,.811.000 if direct service 
facilities are constructed, since the lower cost of this method, which avoids most of the 
wheeling charge, will permit more rapid repayment of the power investment 

* The irrigation subsidy will be paid out by the end of the year 1987 under direct service 
for the same reason cited in footnote 7. 
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If you please, I would like to file with the committee some supporting exhibits 
and to direct your attention to the map marked “Exhibit III.” This map shows 
Shasta Dam at which the power to be consumed by the district will be generated 
By 1955, if present construction schedules are supported by requested appropria 
tions, a large block of additional power will be generated at Folsom Dam, also 
shown on the map. Folsom Dam is at the very edge of the district’s eastern 
boundary and within 20 miles of its load center. 

As you know, there is a wheeling agreement” between the Bureau of Recla 
mation and the Pacific Gas & Electric Co. which provides for the delivery of 
project power over the lines of the P. G. & E. Under this wheeling agreement the 
power in theory is to be transmitted from Shasta Dam and Folsom Dam past 
Sacramento and beyond to Tracy switchyard. At that point P. G. & E. in theory, 
will take delivery of the power and haul it all the way back to Sacramento—a 
distance of 65 miles. For this service the P. G. & E. will receive the fee of 1 mi 
per kilowatt-hour, plus an allowance for transmission losses. 

On January 2, 1953, the Pacifie Gas & Electric Co. was requested by the 
Bureau to render wheeling service to our district commencing July 1, 1954 
when power from the Bureau is scheduled to be supplied. On May 1 a reply 
was received from P. G. & E. A copy of this reply is attached and is marked 
exhibit V. From the text it appears that the company has stated that it will 
wheel if the Bureau agrees to certain additional conditions not contained in 
the wheeling contract. The P. G. & E. also requires as a condition that certain 
engineering limitations be imposed upon the voltage and capacity of the points of 
delivery serving the district’s system. Our studies show that to comply with 
these limitations the district will be required to make expenditures of approxi- 
mately $2,500,000. In our view these limitations are not in accordance with the 
letter or spirit of the wheeling agreement and are prohibitively costly to 
the district. If such unacceptable conditions are required, the district has 
assurance that power will be wheeled to it when the district's present p I 
contract with P. G. & EF. expires next year. 

Even if a satisfactory and workable arrangement could be made in the matte 
of wheeling, this committee may desire to consider whether, under the circum 
stances presented here, the use of the wheeling agreement and the payment 
of the fee of 1 mill per kilowatt-hour, plus losses, to serve a concentrated load 
like the utility district is good business either for the United States or for the 
district. In his appearance before the House Appropriations Committee, when 
the committee was discussing the rate in the district’s contract, the witness for 
the P. G. & E.” testified as follows: 

“Mr. JENSEN. Is that rate less than the Pacific Gas & Electric is paying for 
the power now? 

“Mr. Gerpes. No, it would be at the same rate the Pacific Gas & Electric would 
pay for firm power, with the load factors and other conditions being identical 
But the Bureau of Reclamation will absorb the 1 mill wheeling charge and 
transmission losses, so that the net realized by the Bureau for the power it 
sells to the Sacramento Municipal Utility District will be substantially less 
than it would be if it were sold to the Pacific Gas & Electric. 

“Mr. JENSEN. What will that amount to, approximately, over the period of 40 
years? 

“Mr. Gerpes. I do not know that. May we submit that for the record? 

“Mr. JENSEN, All right, put it in the record. 

“(The matter referred to follows :) 

“On the basis of the Bureau’s postage-stamp rate," it is estimated that over 
the 40-year period of the Sacramento Municipal Utility District-Bureau contract 
the Central Valley project will receive approximately $65 million less net revenue 
from sale of power to the district, after accounting for transmission charges and 
transmission losses, than from sale to the Pacific Gas & Electric Co. at Tracy 
switchyard.” 

Our studies check very closely the $65 million figure quoted by the P. G. & E 
witness. To deliver 290,000 kilowatts to the district by means of wheeling will 
cost the United States $1,587,000 a year, which over 40 years will total $63,480,000 


1 


* Contract 175r—2650, dated Avril 2, 1951 

Hearing before the subcommittee of the House Committee on Appropriations, pt. 4, pp 
186-187, March 24, 1953. 

1 Designated as schedule R.F, by the Bureau in its Interim Schedule of Rates for Whole 
sale Firm Power Service It is sometimes called a postage stamp rate because the price 
is the same to purchasers at all locations within the project area, in the same way that 
some postal rates are uniform throughout the Nation. 
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However, the avoidance of this expense by selling this power to P. G. & E. at 
Tracy switchyard is hardly a practical alternative since the United States has 
already contracted to sell this power to the district 

Nevertheless, a very large portion of this expense can be avoided. To deliver 
this power to the district will be less costly to the United States and more realistic 
from an engineering standpoint if such delivery is made directly from the high 
voltage trunkline running right through the center of the district's territory 
Such a direct arrangement would reduce the delivery expense from the $1,587,000 
a vear under wheeling to only $383,500 a year. This represents a saving of 
$1.203,500 a year which, over a pericd of 40 years, will amount to $48,140,000 
And I should like to emphasize that the $383,500 a year figure quoted represents 
the total cost to the United States for direct delivery. It includes operation, 
maintenance, depreciation, and repayment of the cost of the facilities with 3 
percent interest. Such direct service facilities * would require an appropriation 
not in excess of $5,500,000 to realize this saving of more than $48 million 

For the district, the wheeling agreement at best assures continued service only 
for a period of 4 years from any given date, and in any event not beyond April 
1961. Any decision to wheel or not to wheel rests entirely with the P.G.& E. If 
the United States builds and operates its own facilities in the Sacramento area, 
it will have a means of service which will assure both the United States and 
the district that the 290,000 kilowatts contracted for would be delivered over the 
next 40 years. 

In this regard, we wish to alert this committee to the very serious consequences 
of any denial of funds for the completion of the 230,000-volt lines to vonnect the 
Folsom power plant with the backbone or transmission grid of the Central Val 
ley project, the eastern line of which runs right through the center of the dis 
trict. This line is shown under the construction on the map marked exhibit III, 
and is known as the Folsom-Elverta line. The House committee denied funds 
for this line and recommended to the Secretary that he study the possible sale 
of the line in its present uncompleted form, together with the materials remain 
ing to be installed, to the Pacific Gas & Electric Co 

As previously pointed out, the wheeling agreement has yet to be demonstrated 
as a satisfactory instrument for the supply of power to a system as large as our 
district. If the Folsom-Elverta line is not completed—or if the tower footings, 
rights-of-way, and materials are sold to the P. G. & E.—then the district and the 
United States will be wholly defenseless in the event that P. G. & E. does not 
render adequate wheeling service. P. G. & E.’s reply to the Bureau's request of 
January 2 does not encourage us to believe that adequate wheeling service will be 
easy to obtain or that it will long endure if effective alternative methods of de 
livery are not available. 

On the other hand, the completion of the Folsom-Elverta connection will en 
able the district to obtain direct delivery of its power from the Government with 
out the risk of crippling delays if wheeling service is inadequate. For such 
direct delivery, the expenditure of the $5,500,000 previously referred to would 
of course be required to construct the necessary transformation facilities te 
deliver power from the Bureau line already within the district 

Such an expenditure by the United States would require an expenditure on 
the part of the district of approximately $1 million at the same time to complete 
the consolidation of its system to take direct delivery under the provisions of our 
contract. It would, of course, be much better for the district to make this ex 
penditure, to insure continued direct delivery from the Central Valley project 
transmission lines of the entire 290,000 kilowatts for 40 years, than to spend the 
amount of money necessary to comply with the requirements specified by P. G. & 
KE. as a condition of obtaining wheeling service for only 7 years. 

In conclusion, we ask this committee of the United States Senate to recom- 
mend to the Secretary of the Interior that he not withhold action on the dis 
trict’s contract pending any further studies or an opinion on legality by the 
solicitor of the Department, but instead that he proceed with the performance of 
the contract. We also urge this committee not to countenance the sale of the very 
strategic and essential transmission line which will connect the Folsom plant to 
the rest of the Central Valley nroject transmission grid, but instead proceed with 
the completion of this unit. We believe that it is of the utmost importance that 
the $656,000 requested for this line be restored to the construction budget of the 
Bureau of Reclamation for the fiscal year 1954 in order that its « ympletion may 
he assured. 


2 See map marked “Exhibit IV.” 
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EXurBrr V 


PactFic Gas & ELectTric Co., 
San Francisco, May 1, 19538 
Mr. RicHArp L. BoKe, 
Regional Director, Regional Office, Region 2 
Department of the Interior, Bureau of Reclamation, 
Nacramento, Calif 


DearR Me. Boke: Our engineering studies have been completed and we are no\ 
in a position to reply to your letter of January 2, 1958, as supplemented by your 
letter of April 1, with respect to electric service to Sacramento Municipal Utility 
District to be furnished under the wheeling-service contract (175r—2650) after 
expiration of our existing contract with the district on June 30, 1954 

Pursuant to article 8 (c) of the wheeling service contract we advised you on 
August 1, 1952, that the company can deliver the power and energy to meet 
the load of the district included in your estimate of July 22, 1952. However 
your letter of January 2, 1953, requests us to render service to the district not 
only at existing points of delivery but also at two new points: South City and 
South Rural. Moreover, you ask that our existing 23-kilovolt delivery at North 
City be changed to 100 kilovolts. Our studies show that these changes in points 
of delivery, and other additions to meet load growth of the district, will require 
an initial additional investment by us in excess of $3 millior 

Although the wheeling service contract does not require us to make these 
capital expenditures, we are willing to do so in order to render the type of 
service to the district which you now contemplate, upon the following conditions 

1, In view of the large expenditures which we will be required to make, service 
to the district should continue for the term of the wheeling service contract. If 
this condition is not agreeable, then in the alternative the Burean should pay to 
us our out-of-pocket expenses for this additional investment to protect us in the 
event this service to the district is terminated prior to expiration of the wheeling 
service contract. 

2. Inasmuch as our existing 100-kilovolt transmission lines pass through 
the center of of the SMUD service area, all new points of delivery should be at 
100 kilovolts instead of at 100 kilovolts and 60 kilovolts as proposed. These 
100-kilovolt delivery points may be at Allison, North City, Brighton, South 
City, and South Rural or at other points mutually agreed upon adjacent to the 
Big Bend-Brighton-Oakland 100-kilovolt transmission lines. The company will 
install such air switches as are reasonably necessary for adequate sectionalizing 
of the 100-kilovolt transmission lines. When the combined simultaneous peak 
demand at new 100-kilovolt delivery points south of Brighton exceeds 40,000 
kilowatts, the additional power should be delivered at Brighton at 100 kilovolts. 

3. Delivery at all existing points of supply should not exceed the capacity of 
our existing transmission lines or the capacity of our SMUD substations connect- 
ing to our existing transmission lines. 

The three points mentioned below are included for the purpose of clarification: 

(a) The 60-kilovolt capacity at our Allison substation allocated to SMUD 
load is 45,000 kilovolts. 

(b) The combined 23-kilovolt and 12-kilovolt capacity at Brighton is 
55,000 kilowatts with a maximum of 2,000 kilowatts at 12 kilovolts 

(c) The 23-kilovolt capacity of our North City transformers is 30,000 
kilowatts until 1954, when SMUD installs its own 100/23-kilovolt trans- 
formers, 

{. Inasmuch as 100-kilovolt delivery will become the dominant delivery voltage 
as time progresses, we should like to have SMUD progressively reduce its load on 
our 60-kilovolt facilities upon 12 months’ notice by us to you or to SMUD. 

We believe that these points of delivery, voltages, and peak loads are substan- 
tially in agreement with those requested in your letter of January 2, with the 
exception of the 100-kilovolt delivery request at South Rural location and the 
progressive reduction in 60-kilovolt delivery. 

If you desire to discuss any part of this letter with us, please so inform me 
und will arrange to meet at a mutually convenient time and place. 

Yours very truly, 
N. R. SUTHERLAND. 


Mr. McCarrrey. While I have pointed out high spots of this pre- 


sentation, I certainly would appreciate having the full statement with 
supporting documents inserted into the record. 
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Senator Munpr. It will all be put in. 

Mr. McCarrrey. I am also filing at this time a copy of the contract 
which we likewise request be made a part of the record. 

Senator Munpr. That is attached to your statement and will be 
made a part of the record. 

Mr. McCarrrey. I do not have that at the moment, sir. I will fw 
nish it. 

(The contract referred Lo follows :) 


UNITED STATES DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, 
CENTRAL VALLEY PROJECT, CALIFORNIA 


CONTRACT FOR ELECTRIC SERVICE TO TITLE SACRAMENTO MUNICIPAL UTILITY DISTRICT 


Tus Contract, made this 11th day of December 1952, in pursuance of the 
Act of Congress approved June 17, 1902 (32 Stat. 385), and acts amendatory 
thereof or supplementary thereto, and particularly pursuant to the Act of 
Congress approved August 26, 1987 (50 Stat. 844, 850), as amended, and the 
Act of Congress approved August 4, 1939 (53 Stat. 1187), all collectively herein 
ealled the Federal Reclamation Law, between THe UNITED STatTes OF AMERICA, 
its successors or assigns in interest in the power production and transmission 
facilities of the Central Valley Project, hereinafter called the United States, 
represented by the officer executing this contract, his duly appointed successor, 
or his duly authorized representative, hereinafter called the Contracting Officer, 
and the SACRAMENTO MuUNIcripjiL UtTitiry District, a municipal utility district 
duly organized, created and existing under and by virtue of the laws of the 
State of California, hereinafter called the Contractor, its successors and assig 

Now, THEREFORE, for and in consideration of the matters hereinabove referred 
to and the mutual covenants herein set forth, the parties hereto agree as follows 


DEFINITIONS 


i. Wherever used in this contract, the following terms shall have the respec 
tive meanings set opposite thereto: 

(a) Transformer capability —The maximum ability of transfarmation equip 
ment to deliver electric energy at the nominal voltage hereof when operated 
with conventional fan equipment pursuant to American Standards Associatior 
Publication C 57.32 entitled “Guide for Loading Oil Immersed Distribution and 
Power Transformers.” 

(b) Construction Costs—The sum of all original expenditures for the cor 
struction and installation of electric plant including materials, supplies, labor 
services, preliminary studies, plans, surveys, engineering, supervision, related 
general expenses, and amounts paid for work performed under contract together 
with costs incidental to the awarding of such contracts and the inspection of 
contract construction work which contributes directly and immediately to the 
construction and installation of such electric plant, but without duplication of 
any such costs. 

(c) Project.—The electric power facilities of the Central Valley Project, Cal 
fornia, as now or hereafter authorized by the Congress of the United States 
or pursuant to Acts thereof, including that portion of multiple-purpose facilities 
properly allocable to electric power production 

(d) Wheeling Contract.—Contract No. 175r—2650 between the United States 
and the Pacific Gas and Electric Company, herein called P. G. & E., dated April 2, 
1951, providing for transmission and exchange service, or under such contract 
as it may be amended or extended from time to time, or under the terms and 
conditions of any contract that may supersede said contract. 


QUANTITY OF POWER AND ENERGY TO BE FURNISHED 


2. (a) The United States, subject to the terms and conditions stipulated herein, 
will furnish to the Contractor, from and after the initial date of service as herein 
defined, firm electric power and energy at not greater than the Contractor’s 
system load factor and in the amounts required by the Contractor up to a maxi 
mum simultaneous 30-minute demand of 290,000 kilowatts, herein called the 
contract rate of delivery for firm power. The contract rate of delivery for firm 
power may be modified as provided in this Article. 
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(b) In addition to the 290,000 kilowatts to be supplied to the Contractor pur 
Suant to paragraph (a) of this Article, as increased amounts of Project firm 
power become available, as determined by the Contracting Office, the Contractor 
Shall have an option to purchase a portion of such power in the amounts, on the 
terms and conditions, and in the manner specified in the following subpara 
graphs: 

(i) Except for such power as may be reserved by an act of the Congress fo 
the use of service areas other than that of the contractor, except for such 
power as may be developed at the Folsom and Nimbus power plants, which power 
is included in the first 290,000 kilowatts to be furinshed hereunder, and exely 
Sive of the power and energy required for irrigation pumping plants of the 
United States located in the ¢ ventral Valley Project area, the Contractor is here), 
given an option to purchase a proportion of all increased amounts of Project 
firm power up to a maximum quantity determined by the ratio that (1) th 
maximum 30-minute firm power demand of the Contractor's system, but not in 
excess of its contract rate of delivery for firm power, bears to (2) the arithmeticea| 
sum of all of the maximum 30-minute firm power demands created by all cus 
tomers entitled to preference under Feders] Reclamation Law, such maximum 
tirm power demands to be those created during the twelve (12) months period im 
mediately preceding the availability of each increased amount of Project firm, 
power for which determination is made, but not in excess of the contract rates 
of delivery for firm power for such customers. 

(ii). Not less than six (6) months prior to the date on which an additiona 
supply of Project firm power is to become available. the United States shal! 
notify the Contractor, in writing, of the extent of such increased supply. Within 
three (3) months after receipt of such notice, the Contractor shall notifiy the 
United States, in w riting, whether its option to purchase is to be exercised. 

(iii) In the event the Contractor exercise its option, the then existing contract 
rate of delivery for firm power shall be increased as of the date on which the 
United States is ready to commence delivery of the increased amount of firm 
power. 

(¢) If, at any time during the term of this contract, the United States is unable, 
for causes other than uncontrollable forces as defined herein or service inter 
ruptions as set forth in General Power Contract Provision C, to s upply from its 

Own generating facilities the electric power and energy required by the Contrae 
tor, but not in excess of the quantity the United States is obligated to supply 
hereunder, the United States shall be obligated to supply such deficiencies by 
purchase, interchange, or by other means. 


DELIVERY OF POWER AND ENERGY OVER P. G. & E, FACILITIES 


3. (a) Beginning with the initial date of service and until such time as the 
United States has placed in operation the facilities described in Article 4, or the 
Contractor has placed in operation the facilities described in Article 5, the 
United States will effect delivery, contingent upon receipt of written statements 
from P. G. & E. that it will provide transmission service pursuant to the Wheeling 
Contract, of the power and energy to be supplied hereunder over the facilities of 
P. G. & E. Any delivery over P. G. & E. facilities is to be effected under the 
terms and conditions provided in the Wheeling Contract, and pursuant ther to, 
the United States shall request of P. G. & E. in accordance with paragraph (a) 
of this Article that power and energy be delivered to the Contractor pursuant to 
the provisions of the Wheeling Contract at such site and in such quantity as 
the Contractor shall require up to the Transformer Capability serving the 
Contractor at such site. Where delivery is at a location which is not a P. G. & E. 
substation site, the United States shall request of P. G. & E. in accordance with 
paragraph (d) of this Article that power and energy be delivered to the Con- 
tractor at such location pursuant to the provisions of the Wheeling Contract 
in such quantity as the Contractor shall require up to the capacity, as determined 
by P. G. & E. of the line serving such location. 

(b) In addition to the points of delivery at which power and energy is supplied 
to the Contractor over the facilities of P. G. & E. on the initial date of service, 
the United States shall request of P. G. & E. in accordance with paragraph (d) 
of this Article that power and energy be delivered over P. G. & E. facilities in 
such quantities as the Contractor shall require at delivery points of a capability 
to be selected by the Contractor, but not less than 25,000 kva, at locations selected 
by the Contractor adjacent to P. G. &. E. transmission lines operating at a 
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nominal voltage of 60 kv or 100 ky. At each such additional delivery point, the 
Contractor shall take delivery of power at the nominal voltage of the transmission 
line serving such delivery point and shall supply suitable breakers, switches, 
or other protective equipment as may be necessary to protect P. G. & E.’s system 
from faults on the Contractor's system. The United States shall request 
P. G. & E. to provide adequate sectionalizing breakers, switches, or other 
protective equipment to maintain continuity of service. 

(c) When the power and energy to be supplied under this contract is de 
livered by the United States over the facilities of P. G. & E., the United States 
shall request, in accordance with paragraph (d) of this Article, P. G. & E. to 
maintain the voltage regulation thereof at least as well as that which P. G. & E. 
has heretofore maintained for the Contractor. 

(d) The requests for the delivery of power and energy which the United States 
is obligated to address to P. G. & E. as provided in paragraphs (a), (b), and (¢) 
of this Article shall be made at least annually, or more often as the circum 
stances.shall require, and shall cover the Contractor’s anticipated requirements 
for the ensuing forty-eight (48) month period from the date of each such 
request. 

DELIVERY OF POWER AND ENERGY OVER UNITED STATES FACILITIES 


4. (a) The United States at any time may effect deliveries of the power and 
energy to be furnished hereunder by service directly from the facilities of the 
United States in the manner provided in this paragraph. If the United States 
shall give the Contractor written notice that it intends to construct the neces 
sary facilities, as hereinafter defined, for such direct service, and that it has 
monies available for the initiation of such construction, the Contractor shall 
thereupon commence construction of the necessary facilities on the Contractor's 
system to receive such direct service and shall proceed to complete such con 
struction with due diligence. Direct service to the Contractor from the fa 
cilities of the United States shall commence upon the completion of such con 
struction by both the United States and the Contractor. The necessary facilities 
which the United States is to construct, operate, and maintain shall consist 
of at least two (2) 115 kv. transmission circuits from Elverta Switchyard 
via Sacramento to a location adjacent to the lines of the United States in the 
southern portion of the service area of the Contractor, hereafter referred 
to as South Sacramento Switchyard, adequately supplied with power and energy 
from both ends, or such other facilities as the United States and the Contractor 
shall mutually agree upon. When direct service from the facilities of the United 
States is effected, the whole quantity of power and energy required to be furn 
ished under this contract shall be delivered to the Contractor at the delivery 
points specified by the Contractor and at the voltages and the capacities spe 
cified by the Contractor for each such delivery point, subject to the following 
limitations: (1) each such delivery point shall be at a location adjacent to a 
transmission line of the United States, subject to the availability of a suitable 
switchyard site in each instance; (2) the nominal delivery voltage shall be 115 
kv. from transmission lines operating at 115 kv., and at 115 kv. and 69 ky, at 
Elverta, South Sacramento and Folsom Switchyards; (5) each such delivery 
point shall have not less than 25,000 kva. transformer capability or line capacity 
The Contractor shall give the United States such information as the United 
States may request respecting the need for such additional points of delivery as 
may be necessary to justify the installation of facilities thereat by the United 
States. The United States is to install, own, maintain, and operate adequate 
sectionalizing breakers, switches, or other protective equipment to maintain 
continuity of service at such points of delivery; the Contractor is to install, 
own, maintain, and operate suitable breakers, switches, or other protective equip- 
ment to protect the United States system from faults on the Contractor’s sys- 
tem. Except as the parties may otherwise agree, each party shall furnish the 
lands and rights-of-way on which its facilities are installed. 

(b) If and to the extent that delivery is effected over facilities referred to 
in Article 4 or 5 of this contract, the United States will maintain the voltage at 
each delivery point within the limits of five percent (5 percent) above or below 
the nominal delivery voltage. 


DELIVERY OF POWER AND ENERGY TO THE CONTRACTOR OVER FACILITIES OF THI 
CONTRACTOR 


5. (a) If, at any time during the term of this contract the United States is 
unable to secure assurance from P. G. & E., in response to requests made pursuant 
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to Article 3 (d) that it will deliver power and energy in the quantities and at th« 
locations Satisfactory to the Contractor under the Wheeling Contract, for a 
continuous period of thirty-six (36) months following the date of any such 
request, the United States shall immediately request from the ¢ ongress the neces 
sary funds to construct adequate transmission and delivery facilities in accord 
ance with the provisions of Article 4. If, at any time during the first ten 
years following the initial date of service, the United States fails to obtain the 
hecessary funds for such construction within twelve (12) months after failure o 
the United States to secure from P, G. & E. the assurance hereinabove specified 
the Contractor shall, subject to the availability of funds therefor, construc 
erate, and maintain adequate transmission and delivery facilities in accordanc 
with the terms and conditions contained in this Article. If, at any time | eyond te 

(10) years following the initial date of service, the United States fails to obtain 
the necessary funds for such construction within twelve ¢ 12) months after failure 
of the United States to secure from P. G. & E. the assurance hereinabove specified 
the Contractor shall have the option of constructing the transmission and delivery 
facilities in accordance with the terms and conditions contained in this Article 
or of terminating this contract; this option or right of té rmination must be ex 
ercised, and written notice thereof given the Contracting Officer, within sixty 
(60) days after expiration of the twelve (12) month period herein specified 

notice of termination shall be effective twelve (12) months after its receipt by 
the Contracting Officer. Whenever the Contractor commences construction of 
the transmission and delivery facilities described in paragraph (b) of this 
Article, the United States shall be obligated for the remaining term of this con 

tract to deliver power and energy over such facilities upon the , ompletion thereof 
and, until the Contractor Shall transfer such facilities to the United States, to 
adjust the Contractor's charges in the manner provided in Article 6. 

(b) Such transmission and delivery facilities constructed by the Contractor 
pursuant to this Article shal] consist of (1) switching, protection, and trans 
formation facilities, together with related land, adequate and necessary to 
interconnect with adequately protected 230 kv. bus structures at both Elverta 
Switchyard and South Sacramento Switchyard, and to transform such power 
and energy to nominal voltages of 115 ky. and 69 kv.; and (2) two transmission 
circuits, between Elverta Switchyard and South Sacramento Switchyard, at a 
nominal voltage of 115 kv., together with related rights-of way; or (3) such 
facilities as the United States and the Contractor shal] mutually agree upon, 

(c) Prior to the commencement of the construction of the facilities described 
in paragraph (b) of this Article, the Contractor shall notify the United States 
thereof. Within a reasonable time thereafter, the United States, to the extent 
that its legal interests in land will permit. shall grant to the Contractor th 
right to install and maintain on the United States transmission rights-of-way 
from Elverta Sw itchyard to South Sacramento Switchyard the transmission and 
delivery facilities provided in paragraph (b) of this Artic le, until the Contractor 
transfers such facilities to the United States in accordance with the provisions 
of paragraph (d) of this Article. The United States shall also grant to the 
Contractor the right to enter on such rights-of-way for the purpose of removing 
such facilities at any time during the term of this contract and for a reasonable 
time thereafter, Such facilities, if constructed, shall be in accordance with the 
designs, plans, and specifications upon which the parties shall mutually agree 
The Contractor shall accomplish the construction of such facilities by means 
of contracts awarded to the lowest responsible bidders after issuance of specifica- 
tions and public advertisement of requests for bids. The United States s] all 
have the right to inspect all competitive bids submitte: 
such facilities, 

(d) If and when the Congress of the United States shall authorize the United 
States to purchase from the Contractor the transmission and delivery facilities 
specified in pars graph (b) of this Article, and shall appropriate the necessary 
funds for such purpose, then the United States shall purchase and the Contractor 
shall sell such facilities at their Construction Costs, plus the net cost of any 
additions and betterments thereto, less retirements, and less the total amount 
of depreciation accrued on such facilities, For the purposes of this contract. 
such depreciation shal] be accrued on the sinking fund basis at an interest rate 
of three percent (3 %) per annum, using a forty (40) year service life, zero (0) 
salvage value, and zero (0) cost of removal. 

(e) If and when the United States is authorized to purchase such facilities. 
it shall give written notice to the Contractor of its authority to do so and the 
date on which the purchase of such facilities is to be made. Within a reason- 
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able time thereafter, the Contractor shall submit to the Contracting Officer 
evidence showing that it is vested with valid rights to maintain said facilities 
at all places where they are then located, except where said facilities are main- 
tnined on the United States’ transmission rights of way, and has a good right 
to sell the same; and within a reasonable time thereafter the United States 
shall pay the purchase price to the Contractor and the Contractor at the same 
time shall deliver to the United States good and sufficient deeds and instruments 
of conveyance, conveying said facilities to the United States free and clear of 
all liens and encumbrances. 

(f) If at any time the United States is unable to deliver power and energy 
in accordance with the provisions of Article 3 or Article 4, it shall promptly 
notify the Contractor thereof. If the Contractor does not commence construc- 
tion of the delivery and transmission facilities provided for in this Article within 
two (2) years after such notice, the United States may terminate this contract 
by giving the Contractor sixty (60) days’ written notice of such termination. 
During any period when the United States is unable to deliver power and energy 
in accordance with the provisions of Article 3 or Article 4 and the Contractor 
has not completed and placed in operation the transmission and delivery facili 
ties described in this Artiele, and unless and until this contract is terminated 
as provided herein, the obligation of the United States to deliver power and 
energy shall be suspended during such period and the obligation of the Con- 
tractor to pay the “minimum bill” specified in paragraph (a) of Article 6 like- 
wise shall be suspended. 

RATES AND CHARGES 


6. (a) Beginning with the initial date of service, the Contractor shall pay 
for electric power and energy supplied by the United States at the following 
monthly rates and charges: 

Demand Charge: $0.75 per kilowatt of Billing Demand. 

Energy Charge: First 130 kwh. per kw. of Billing Demand at 4 mills per kwh 
next 130 kwh. per kw. of Billing Demand at 3 mills per kwh.; excess over 20 
kwh. per kw. of Billing Demand at 2 mills per kwh. 

Minimum Bill: $1.00 per kilowatt of the contract rate of delivery for firm 
power. 

Meter Readings: Meter readings at the several points of delivery at which 
power and energy is supplied under this contract shall be combined for billing 
purposes. 

Billing Demand: The maximum sum of 30-minute integrated demands occur- 
ring simultaneously at all points of delivery through which electric power and 
energy is supplied to the Contractor under this contract. 

Adjustments: If delivery is made over facilities of P. G. & E., as contemplated 
by Article 3, five percent (5%) discount will be allowed on the demand and 
energy charges applicable to such delivery. 

If delivery is made over facilities of the United States, as contemplated by 
Article 4, at nominal transmission voltages of 115kv. and 69 kv. at delivery points 
of 25,000 kva. capability or greater, five percent (5%) discount will be allowed 
on the demand and energy charges applicable to such delivery. 

If delivery is made over facilities of the Contractor, as contemplated by Article 
5, including the right of the United States to purchase the facilities installed by 
the Contractor, ten percent (10%) discount will be allowed on the demand and 
energy charges applicable to such delivery. 

(b) The rates and charges set forth in paragraph (a) of this Article shall 
remain in effect without modification for a period of ten (10) years from and 
after the initial date of service. They shall be subject to review and modifica- 
tion on the day after the tenth anniversary of the initial date of service and at 
five (5) vear intervals thereafter, in accordance with any changes made in the 
United States’ schedule of rates and charges for the sale of Project firm power 
for resale, and any such changes shall establish a level of rates and charges to 
produce revenue which, considered together with all other revenue from the sale 
or disposition of all other Project power, is not in excess of that required 

(ij to defray the annual operation and maintenance expenses of the Project, 
and 

(ii) to provide for the replacement of Project units of property, the service 
lives of which are fifty (50) years or less, such provision to be accrued rataDly 
over the service lives of such property units by the sinking fund method using 
an interest rate of three percent (3%) per annum and based upon the actual 
cost of such property units to the United States, and 
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(iii) to return to the United States— 

(1) its construction investment in the individual commercial electrik 
facilities of the Project, including that portion of multiple-purpose facilities 
properly allocable to electric power production, within a minimum repay 
ment period of fifty (50) years from the date each such facility is first 
placed in operation, plus 

(2) interest on the annual unamortized balance of such construction in 
vestment, at a maximum interest rate of three percent (3%) per annum 
hereinafter called the “interest component.” 

by means of a combined annual payment of said construction investment and 
interest thereon in any year of not more than three and eighty-nine one hun 
dredths percent (3.89%) of the accumulated undiminished investment of the 
United States in said commercial electric facilities of the Project during any 
year for which such combined annual payment is computed, and 

(iv) to return to the United States, within a minimum repayment period of 
fifty (50) years, such othe rcosts as are properly recoverable from Project powe! 
revenue, pursuant to Federal Reclamation Law in effect on the date of the execu 
tion of this contract, and which are not repaid by the application of the interest 
component specified in subparagraph (iii) hereof. 

(c) The United States will establish and maintain, subject to modification as 
herein provided, schedules of rates and charges of a single standard for the sale 
of Project firm power for resale, and will make available said standard schedules 
to all resale customers served by the Project, including the Contractor. 

(ad) In the event that (1) the rates and charges set forth in paravraph 
of this Article are increased as provided herein to a level which results in a 
nual costs to the Contractor in excess of the annual costs of an equivalent amount 
of power and energy which the Contractor could produce by means of its ow 
generating facilities, operated alone or operated in conjunction with purchases 
from other public agencies, including the United States, and (2) the Contractor 
shall have commenced construction of its own generating facilities, the Con 
tractor shall have the option of terminating this contract. The Contractor 
shall exercise such option within two (2) vears after the date on which. the 
United States promulgates such increased rates and charges by giving writter 
notice of its exercise thereof to the Contracting Officer In the event that the 
Contractor shall elect to terminate this contract, it shall specify a termination 
date not less than eighteen (18) months after such notice to the Contracting 
Officer 


REIMBURSEMENT OF THE UNITED STATES FOR P. G. & K. DELIVERY CHARGES 


7.(a) When the United States delivers power and energy to the Contractor 
throuch the facilities of P. G. & E., the Contractor shall, in addition to paying the 
rates and charges for power and energy set forth in Article 6, reimburse the 
United States for capacity costs and transmission losses incurred by reason of 
such delivery according to the following schedule : 

Capacity Cost Reimbursement : 

(1) For deliveries at 44 kv. or higher at any metering point where the demana 
is 25.000 kilowatts or more: the amount by which $0.25 per kilowatt applied to 
the maximum 30-minute integrated demand at such point in any month exceeds 
$0.001 per kwh. applied to total energy delivered through such point in the same 
month, 

(2) For deliveries at less than 44 kv. but not less than 22 kv.: (a) where the 
demand is not less than 20,000 kw.: $0.10 per kilowatt per month of maximum 
30-minute integrated demand measured individually at each metering point; 
(b) where the demand is less than 20,000 kw.: $0.22 per kilowatt per month of 
maximum 30-minute integrated demand measured individually at each metering 
point. 

(3) For deliveries at less than 22 kv.: $0.22 per kilowatt per month of maxi 
mum 30-minute integrated demand measured individually at each metering 
point. 

Transmission Loss Reimbursement : 

For all deliveries at less than 44 kv., the amount of power and energy for which 
the Contractor shall be billed shall be increased by four percent (4%) to com 
pensate the United States for transmission losses. 

(b) The schedule according to which the Contractor shall reimburse the 
United States for capacity costs and transmission losses, as provided in para- 
graph (a) of this Article, shall be adjusted by the United States in the event 
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and to the extent that such costs or allowances for losses are adjusted by 
P. G. & E. pursuant to a decision of the Public Utilities Commission of the State 
of California affecting the Wheeling Contract. 


RESALE RATES 


8 (a) The Contractor will cooperate with the United States in promoting 
the widespread and abundant use of electric power and energy. In order to 
encourage such widespread and abundant use, it is the objective of the parties 
hereto to make electric service available to consumers at the lowest possible 
rates consistent with sound business principles; and pursuant to that objective 
surplus electric revenue from the Contractor's electric system operations, as de- 
fined in paragraph (b) of this Article, will be used for the purpose of reducing 
rates to consumers. The Contractor agrees that it will from time to time revise 
its schedules of*rates and charges for electric power and energy, hereinafter 
referred to as Contractor’s “resale schedules,” with reference to such surplus 
revenue. 

(b) As used herein, the term “surplus electric revenue” means that amount 
of the Contractor’s gross electric revenue applicable to each calendar year’s 
operations which remains after deducting therefrom the following amounts ap 
plicable to such year’s operations: 

(1) The Contractor’s actual operating expenses, including maintenance 

(2) The Contractor’s actual payments of taxes or amounts in lieu of taxes 

(3) Expenditures for the Contractor’s capital additions to and replacements 
of electric plant made during such year. 

(4) Interest charges on indebtedness applicable to the Contractor's electri 
system. 

(5) Current maturities of the principal amount of indebtedness applicable to 
the Contractor’s electric system. 

(6) Such increases in electric system working capital and reserves as the 
Contractor shall require. 

In determining “operating expenses” and “electric plant.” as these terms 
are used in this Article, it is agreed that they shall be constituted as set forth 
in the Uniform System of Accounts Prescribed for Public Utilities and Licensees 
by the Federal Power Commission. 

(c) The Contractor will account for the operations of its electric system 
as a separate function, using a system of accounting substantially in accord 
ance with the Uniform System of Accounts Prescribed for Public Utilities and 
Licensees by the Federal Power Commission. 

(d) The Contractor agrees to furnish annually to the United States, and 
to publish in a newspaper having general circulation in the area served, an 
operating and financial statement of its electric system showing gross revenue 
and its disposition in such detail that the amount of the operating income 
of the Contractor’s power system is readily apparent and showing the manner 
in which such operating income has been utilized by the Contractor. Upon re 
quest by the United States, the Contractor will supply such data on rate levels, 
disposition of electric revenue, and the widespread use of power, as in the judg 
ment of the Contractor can be compiled without unreasonable interference with 
the Contractor’s operations. 

(e) The Contractor shall keep on file with the United States its resale sched 
ules for electric power and energy and such amendments and changes therein 
as may from time to time be put into effect. 

(f) The Contractor affirms that as a Municipal Utility District is is required 
by Sections 11501 et seq. of the Municipal Utility District Law, Division 6, of 
the Public Utilities Code of California, to operate in a manner which contem- 
plates that revenue from the operation of its electric system shall be used ex- 
clusively for the benefit of its electric customers, and that it does so operate 
If at any time, in the opinion of the United States, the resale schedules filed 
by the Contractor with the United States do not accomplish the objectives 
stated in paragraph (a) of this Article, the United States may request thte 
Contractor in writing to revise its resale schedules so as to accomplish such 
objectives. In the event that the Contractor does not, within one (1) year 
after the date of such notification by the United States, revise its resale schedules 
or otherwise satisfy the United States that such objectives are being accom- 
plished, the United States, if it so elects, may terminate this contract by 
giving the Contractor three (3) years’ prior written notice of such termination : 
Provided, That if the Contractor, within three (3) months after receipt of such 
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notice of termination, shall commence an action in any court of competent 
jurisdiction to review such action of termination by the United States, and if 
the Contractor thereafter shall diligently prosecute such action, the notiee of 
termination shall not be effective until two (2) years after a final judgment shall 
have been entered in such action: Provided further, however, That if a final 
judgment adverse to the determination by the United States to terminate this 
contract is not entered within five (5) years from notice of termination to the 
Contractor, such notice of termination shall become effective upon the expiration 
of such five (5) year period. 

(g) In recognition of (1) the Contractor’s status as a public agency of the 
State of California, (2) its ownership and operation of a single integrated 
interconnected electric distribution system serving what is essentially one large 
metropolitan area surrounded by a satellite rural area, (8) its status as sole 
participant for the area within its exterior boundaries in the rural electrifica- 
tion program of the Rural Electrification Administration, and (4) the respon- 
sibility which it has under this contract to construct portions of the transmission 
system of the United States, if necessary, the United States agr*es not to serve 
electric power and energy for use inside the Contractor’s exterior boundaries, 
except to the Contractor, for as long as the Contractor shall continue its present 
policy of extending electric services to every applicant within its exterior 
boundaries (specifically including customers entitled to preference under the 
Federal Reclamation Law) at nondiscriminatory rates which accomplish the 
objectives of this contract, without any charge for such extension except charges 
for temporary service or service of questionable permanency. The agreement 
of this paragraph (g) applies to every area annexed to the Contractor pursuant 
to law where the factors recognized above exist, except as to any customers therein 
served by the United States at the time of such annexation. 

(h) The Contractor shall not resell any of the power and energy furnished 
hereunder to any public agencies, person, firm, or corporation for resale without 
the consent of the United States. 


METERING AT VOLTAGES OF 60 KV. OR HIGHER 


9. If the delivery voltage is at 60 kv. or higher and power and energy are 
metered on the low voltage side of the Contractor's substation, transformer-loss 
compensators may be used to adjust meter readings taken on such low voltage 
side to the level which would be recorded if power and energy were metered at 
the delivery voltage 

POWER FACTOR 


10. The Contractor normally will be required to maintain a power factor of 
not less than ninety pércent (90%) lagging or leading except that the Contractor 
will be permitted to operate at a lower power factor when conditions are such, 
as determined by the Contracting Officer, that such lower power factor will not 
prevent the United States from making full use of its available generation and 
transmission facilities. 

UNCONTROLLABLE FORCES 


11. Neither party shall be considered to be in default in respect to any obligs 
tion hereunder, if prevented from fulfilling such obligation by reason of uncon 
trollable forees, which term, for the purpose of this contract, shall be deemed to 
include, but not be limited to, failure of facilities, flood, earthquake, storm, light 
ning, fire, epidemic, war, riot, civil disturbance, labor disturbance, sabotage, 
restraint by court or public authority, and similar occurrences, which by exercise 
of due diligence and foresight such party could not reasonably have heen expected 
to avoid, but shall not include inadequacy of water for the generation of electric 
power and energy herein contracted for. Either party rendered unable to fulfill 
any obligation by reason of uncontrollable forces shall exercise due diligence to 
remove such inability with all reasonable dispatch. 


TERM OF CONTRACT 


12. (a) This contract shall become effective upon the date of execution. The 
date of initial service shall be July 1, 1954, or such other date as the United 
States begins delivery of power and energy to the Contractor. This contract 
shall remain in effect for a period of forty (40) years from and after such initial 
date of service unless otherwise terminated as. herein.provided. 
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(b) In the event the United States, within two hundred forty (240) days after 


the execution of this contract, is unable either (1) to provide the Contractor 
with evidence satisfactory to it that the United States will be able to effect deliv 
eries of power and energy hereunder pursuant to the Wheeling Contract, or (2) 


to obtain from the Congress the necessary funds to construct the transmission 
and delivery facilities necessary to effect direct service pursuant to Article 4, the 
Contractor may terminate this contract within sixty (60) days after the expira 
tion of said two hundred forty (240) day period. If the Contractor does not exer 
cise its right to terminate, it shall proceed with the construction of the trans- 
mission and delivery facilities in accordance with Article 5. 
GENERAL POWER CONTRACT PROVISIONS 
13. The General Power Contract Provisions attached hereto are hereby made 
a part of this contract the same as if they had been expressly set forth herein, 
except that Provisions D, E, F, I (b), M, Q, and R shall not apply. 
In WitrNeESS WHeREoF, the parties hereto have caused this contract to be 
executed the day and year first above written 
Approved as to Legal Form and Sufficiency: 
E. K. Davis, 
Acting Regional Counsel. 
Approved as to Form: 
FRANK L. SPRAGUE, 
1ttorney, Sacramento Municipal Utility District. 
THE UNITED STATES OF AMERICA. 
By Ricnarp L. Bore, 
Regional Director, Region 2, Bureau of Reclamation, Department of the 
Interior, Sacramento Calif. 
SACRAMENTO MUNICIPAL UTILITY DISTRICT. 
By Roya Mirier, President. 
3y JAMES BE. McCarrrey, 
General Manager and Chief Enoineer. 
By JoserH EB. SPINK, 
Secretary, Sacramento, Calif. 
Senator Munopr. If the Committee followed your suggestion and 
passed on to the Secretary of the Interior the advice which you sug- 
gest, where would that leave the Secretary, for example, since they 
received just the opposite from the House ? 
Mr. McCarrrey. I would be inclined to think he would at least 
leave the status quo so that the contract performance could go ahead. 
Maybe some of our attorneys could better answer that question. 


VALID CONTRACT 


Senator KNow.anp. Do you consider this a valid contract which 
you entered into with the Bureau, Mr. McCaffrey ¢ 

Mr. McCarrrey. We most certainly do. 

Senator KNow.anp. You said in your statement it was entered 
into at arm’s leneth; there was nothing, so far as you know, that 
was fraudulent about the contract. 

Mr. McCarrrey. There is certainly nothing of that kind. I might 
say in answer to that question, when I say “arm’s length,” I mean 
arm’s length. There were a number of things in there in the stand- 
ard form of contract which we do not feel should apply to our dis- 
trict, and we had many months of serious controversy as to whether 
or not those things should be left in a form of contract for a load of 
this character and under the service conditions which we render in 
Sacramento. 

That took many, many months of determined effort on our part, and 
we sweat blood right here in Washington until the last minute to know 
whether or not that contract was going to be signed. 
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Senator KNow.anp. And your feeling is, if the Secretary followed 
the suggestion of the House committee, what in effect they would b: 
asking the Secretary to do would be to renege on a contract which ha 
been entered into in good faith by both parties. Is that your position 

Mr. McCarrrey. | think it would, in effect, be a repudiation of the 
entire contract. 

Senator Haypen. I was curious as to why it would cost as much a 
$5 million to take the power off the Sacramento district needs from a 
mainline transmission going through the district. 

Mr. McCarrrey. In the arrangement we have made as a part of the 
agreement it provided for the location of 2 main points of delivery- 
we have 1 at Elverta substation, now presently the main substation, 
and a contemplated substation at what we call Perkins. 

At those 2 points it was proposed that the installation of 230,000 
volts be stepped down, as we call it, to a distributable voltage. 

Therefore, the cost of these transformers to give us 169,000 volts to 
distribute in our territory would cost an estimated $5.5 million. 

Senator Know.anp. ‘Transformers cost more than I thought they 
did. 


Mr. McCarrrey. There is buswork at both places. 
WHEELING AGREEMENT 


Senator Know.anp. Going back to the wheeling agreement, wheel 
ing agreements have been discussed before this committee for several 
years in all sections of the country. As I understand it, this wheeling 
agreement is substantially the same type of wheeling agreements that 
have been entered into elsewhere in the country. 

Mr. McCarrrey. I think that is generally true. The terms and con 
ditions of each may vary according to circumstances. 

Senator KNow.anp. But normally I think the testimony before this 
subcommittee this year has been that the provision for 1 mill for th 
charges is not an unusual allowance to the P. G. & E. as « uated with 
other companies throughout the Nation. Do you have an information 
to the contrary ¢ 

Mr. McCarrrey. My observation there is that in our case, where we 
would have a concentrated load of 290,000 kilowatts, that does have 
some bearing on the reasonableness of the wheeling charge. 

We believe that should be looked into, of course, but the reason 
I say that is that at the present time the arrangement between the 
Bureau and the P. G. & E. is to base that load at Tracy. There the 
power theoretically is entered into the system of the P. G. & E. and 
disposed of through all the consumers, even though those consumers 
may be between Shasta and Tracy as we are. With 175,000 kilowatts 
coming in at Elverta in the heart of our district, it will be seen that 
a load center of major importance in itself has developed; and, as a 
result, it becomes a question as to whether or not the wheeling charge 
is unreasonable. 

Senator Know.anp. That might apply to your Sacramento dis- 
trict, where it would not necessarily apply to every other preference 
customer in the State because of your particular location on the line 
and also your project to the Folsom development. 

Mr. McCarrrey. That is essentially true. In other words, because 
of the fact that we are 20 miles away from the Folsom development 
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wed of 175.000 kilowatts, which, under the theory of the contract, could 
d be be dumped right into Elverta in the heart of our system, it thereby 
had is an entirely different situation than the general contract provides 
ion ? for. contemplating, as it does, consumers all up and down the line 
the with requirements of very much smaller capacities. ae 

Senator KNowLAnp. So, these figures—I am not in a position at 
h as the moment to determine whether your figures are correct or other- 
ma wise—or other figures might be correct. They might very well be in 

your specific case as to the saving that might result, but it very likely 

the would not apply on a generality, either throughout the balance of 
ry- California or the balance of the country, for that matter. It is your 
ion. specific problem that these figures relate to? 

Mr. McCarrrey. That is right. We are talking only about the 
000 S. M. U. D. load of the size and nearness to the Folsom power supply. 
's to STATUS OF CONSTRUCTION OF FOLSOM LINE 


Senator KNow.anp. What do you estimate to be the present status 


a. 
hey of the construction of the Folsom line compared to the final comple- 
tion? Would you say it was 60 percent complete? 

Mr. McCarrrey. Oh, yes, 1s a matter of fact, more than that. The 
powerhouse and the Folsom line, of course, go hand in hand. I think, 
as I recall the figures—and I do believe that the Bureau of Reclama- 

ee] tion will undoubtedly present them in their appearance before this 
eral committee—a request will be made for the restoration of $656,000 for 
ling the Folsom line. One million and two thousand dollars has al- 


that ready been spent, and I think the Bureau will likewise request com- 
pletion of the powerhouse facilities at about an estimated cost of 
$3.5 million. 


3 We, ourselves, are concentrating on the Folsom line because that is 
this the key to the problem. It’s construction will determine whether or 
“a not it would make it possible for the Government or the district to, 
vith have a guaranty that it got a reasonable wheeling agreement. 
Kan We are not saying that the wheeling agreement, Senator, should not 
exist, but we do say that in its effect on us by the terms of the letter 
We that has been written by the company to the Bureau, places not only 
ave an unreasonable burden on this district but we feel is not in accord- 
ance with either the spirit or letter of the wheeling agreement. 
ison 
the BUREAU OF RECLAMATION CORRESPONDENCE WITH P. G. & E. 
o Senator Knowtanp. Do you have available a copy of the corre- 
r spondence—I presume you do not; we can get it from the Bureau of 
roe Reclamation—the correspondence between the Bureau and P. G. & E. 
_— as to the reasons they have delayed acting upon the wheeling agree- 
that ment? I think this committee would be interested in that because I 
fas do believe we assumed that if a wheeling agreement was entered into, 
© they would proceed, all parties, to operate under the terms of the 
dita. agreement. : g ‘ , 
ca Mr. McCarrrey. I think the only thing we have filed, Senator, is 
line not the full correspondence, but the letter from Mr. Sutherland, gen- 
eral manager of the company, to the Bureau, on May 1, 1953. It isa 
se very full letter but without understanding some of the complications 
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it is rather difficult to read into it some of the things that I have 
stated. 

You can see that there are conditions, however, and those conditions 
plus the suggestions as 1 pointed out, have been estimated by us to 
mean construction of facilities which will cost $2144 million. 

Dehator IWNOWLAND, 1OU Mean it Would be an additional cost to 
the Sacramento—— 

Mr. MoUarrrey. Yes. Unless we accept wheeling service. We 
will be glad to furnish the entire correspondence for you. 

Senator KNow.Lanb. | think, perhaps, we had better pursue that 
when the bureau people are betore US SO We Can havea full documenta- 
tion before this committee because 1 think the committee would be 
interested to know what bugs, if any, have developed in this wheeling 
agreement because we are taced with this problem in other sections 
o1 the country as well. 

HOUSE ACTION 





Senator Munpt. Was the $656,000 requested of the House com- 
mittee ¢ 

Mr. McCarrrey. Yes. 

Senator Munpr. Was it turned down entirely ¢ 

Mr. McCarrrey. Yes, sir, for the balance of the line. 

Senator Mt not. Included in the revised budget estimate ? 

Mr. McCarrrey. Yes, sir. 

Senator Munvt. Turned down by action of the House ? 

Mr. McCarrrey. That is right, with the further suggestion that 
they sell it tothe P. G. & EK. They asked if P. G. & E. would take it 
over and suggested that there might be a possibility of taking over 
that line. ‘Lnat is why we are so very much concerned, because we feel 
if that line should be taken away from the Government that it wholly 
defeats the purpose of the project and prevents the Government from 
defending itselt on any reasonable wheeling arrangement. 

Senator KLLenDeR. | wonder if the House gave any reasons why this 
contract has been repudiated ¢ 

Mr. McCarrrey. You mean when you say “has been repudiated” —— 

Senator EK .LeNver. You say their action amounts to repudiation. 
Has the House given any reason ¢ 

Senator KNowLaANnpb. Just to correct - record, the Government has 
not as yet repudiated the agreement. ‘he House has merely given 
their advice to the Secretary that he should not proceed with the 
agreement, but, so far as | know, the Secretary has not acted on such 
advice, 

Senator ELtenper. Was there any agreement at all signed ¢ 

Senator KNowLANb. The contract was entered into as I understand 
it and signed by both the Government and the Sacramento Municipal 
Utility District. 

Senator Eicenper. That is right. 

Mr. McCarrrey. Yes, that isa fully authorized document. 

Senator ExLENpbER. You stated a moment ago that the House took 
action which in effect repudiated some contract. What contract is it‘ 

Mr. McCarrrey. Our contract, the one I am speaking of. 

Senator Evitenver. What reasons if any did they assign for taking 
that position ? 
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Mr. McCarrrey. You mean what reason for the House to take the 
position ? 

Senator Ex.tenper. Yes. 

Mr. McCarrrey. I could not tell vou what reason the House had. 

Senator E..eNper. I thought perhaps they had given it. 

Mr. McCarrrey. I donot believe there is any reason in it. 

TI think the inference was that an investigation should be made to 
determine whether or not the contract fully paid its way. 

I have something here I can read on that if it would be helpful at 
this time. 

RECOMMENDATION OF SALE TO P. G. & FE. 


Senator Munpt. There is nothing in this portion of your statement 
which vou have quoted to indicate that they recommend selling the 
line tothe P. G. & E.? 

Mr. McCarrrey. No. 

Senator Munnr. They ask for a reevaluation as to the legal and 
some oninions of the Comptroller General. 

Mr. McCarrrey. I see nothing in the part you read that they recom 
mend selling to the ig (7. & E. That must be in some other portion 
of the report that you did not submit. 

Senator KNow1anp. In the House report on page 16 the language 
of the House governing these several points is included, and probably 
in view of the fact that they have been mentioned here in the testi- 
mony that should go into the record. 

Senator Munpr. Yes. That would answer Senator Ellender’s 
question. 

Senator Errenper. I thought it should be in one place. 

Senator Munpr. If you will mark those points, we will put it in. 

Senator Knownanp. Starting at page 16 and going to the bottom 
of the page covers that point. 

Senator Munpt. Put all of nage 16 in the record. 

(The information referred to follows :) 

Centrol Valley project—The following items budgeted for this project are 
specifically denied : 


Folsom transmission facilities . S656. 868 
Tracy-Contracosta-Clayton-Ygnacio transmission line 60, 000 
Tracy switchyard nit y 70, 000 
Preference customer metering facilities ea ini 220,119 
Dm WT CGREIC IO. 2d, ces ce aciscencsininss ; 6, 000, 000 

In addition to these adjustments in this project, $1 million of the 1953 unobli 


gated balances in the construction and rehabilitation program, over and above 
the $10,182.007 programed for use on the Central Valley project, is to be used 
for final planning and construction of the Sacramento Canals. 

Appropriations for the Folsom 230-kilovolt transmission line are being wif! 
held at this time in order to bring the completion of this line more nearly on 
schedule with the expected initial operation of the Folsom powerplant. The 
reduction of $6 million in the funds programed for the Folsom power facilities 
will serve the same purpose of matching up the construction schedule with that 
of the Corns of Engineers for the dam itself 

The committee recommends that the Secretary of Interior undertake studies 
to determine savings in Federal funds and other advantages which could accrue 
to the project if existing structures and materials on hand for the proposed 
Folsom transmission line were transferred to the public utilitv serving the area, 
and the Folsom and Nimbus power integrated into the regional transmission 
system under the power wheeling and interchange contracts which went into 
effect after initial appropriations were made for this proposed line. Under ques 
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tioning by the committee, representatives of the utility testified that the com- 
pany would be willing to reimburse the Governmen for the full costs of such 
structures and materials. 

Funds previously allocated by the Bureau for preference customer metering 
facilities appear to be adequate for the metering of present customers, accord 
ing to testimony received. Future customers may be metered under a rental 
arrangement available to the Bureau, and therefore no additionul funds are 
required until after such customers are acquired and detailed metering cost 
data has been made available to the committee. 

The committee is deeply concerned over reported substantial reductions in 
power revenues which will accrue to the Central Valley project as a result of 
power sales contracts recently executed with certain public agencies in the 
project area. According to testimony received by the committee, these reduc- 
tions could seriously impair the ability of the project to pay out of its reim- 
bursable costs and in any event would reduce the financial aid to irrigation 
provided for in legislation authorizing the project. 

The committee urges the Secretary of the Interior to withhold, or withdraw 
approval of, and suspend further action under, such public agency contracts until 
(1) the effect of the contracts on project feasibility and on project water users 
may be determined by the Department, (2) an opinion as to the legality of the 
contracts has been rendered by the Solicitor of the Department, and (3) the 
matter has been submitted to the Comptroller General for his review and opinion. 

Mr. McCarrrey. I should have added one statement. We are speak- 
ing of this line and we say this line is shown under construction on the 
map marked “Exhibit 3” and is known as the Folsom Elverta line. 

Then I did say this: 

The House committee denied funds for this line and recommended to the Sec- 
retary that he study the possible sale of the line in its present uncompleted form 
together with materials remaining to be installed to the Pacific Gas and Elec- 
tric Co. 

Senator Munpr. Which was something short of a forthright rec- 
ommendation, even so, that they sell it. 

They recommend that he study the possibility. 

Mr. McCarrrey,. That is correct. 

Senator Munpt. Thank you very much for bringing your problems 
to the attention of the committee. 

The next witness is Mr. Ben W. Harrington, of the Bostwick Irri- 
gation District. I understand Senator Griswold of Nebraska is here 
to introduce the witness. 

Senator Griswotp. I am here to introduce two of Nebraska’s leading 
citizens. Mr. Thomas is president of the Bostwick Irrigation District 
and Mr. Harrington is here. They know the problems there and I 
am here to introduce them to you. 

Senator Munpr. We are happy to hear Mr. Harrington and Mr. 
Thomas. 

Senator Know.anp. You may proceed. 


BOSTWICK IRRIGATION DISTRICT, NEBRASKA 
STATEMENT OF BEN W. HARRINGTON, DIRECTOR 
PREPARED STATEMENT 


Mr. Harriwnetron. Mr. Chairman and members of the committee, it 
is indeed a pleasure for me to appear before you in behalf of the 
Bostwick Irrigation District in Nebraska. 

My name is Ben W. Harrington. My home is at Franklin County, 


Nebr. Mr. Chairman, TI have a prepared statement which I can just 
as easily put into the record. 
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Senator KNowLanpb. Very well. We will put that in. 
(The statement referred to follows:) 


STATEMENT OF BEN W. HaArrineton, Drrecror, BosTwickK IRRIGATION DISTRICT IN 
NEBRASKA 


My name is Ben W. Harrington: my home is at Franklin, Franklin County, 
Nebr. I am here as a director and secretary-treasurer of the Bostwick Irriga- 
tion District in Nebraska and represent the people of that area and district, for 
the purpose of requesting that no alterations or deductions be made from the 
Bureau of Reclamation requests for funds to further the completion of the 
irrigation area in the Bostwick division. This project is about two-third com- 
pleted, or has contracts awarded for that amount, on which large sums have 
already been used in construction of dams and irrigation distribution systems. 
Incidentally, this area comprises several counties through which the Republican 
River flows. This river now has been harnessed by flood control and irrigation 
dams. 

Myself and parents have owned and operated lands in the Republican River 
Valley since 1908. We have seen, in this 45-year span, several destructive 


droughts as well as devastating floods in this valley. The flood danger is prac- 
tically eliminated now since the completion of the flood control dams on the 


river and several of its tributaries. I am a member of the board of directors 
of the Bostwick Irrigation District in Nebraska, and that is the background for 
my appearance before your committee. 

To come and get down to facts, the Bostwick Irrigation District will receive 
its irrigation waters mainly from the Harlan County Dam and Reservoir, which 
was constructed and is now completed by the Army engineers as a flood-control 


measure. For the record, this reservoir is constructed on the Republican River 
in Harlan County, Nebr., and serves a dual purpose, namely, flood control and 
reserve water for irrigation purposes. The Bostwick Irrigation District obtains 
its irrigation water supply directly from this dam. This dam, as I said, is 


completed and the engineers are now impounding water 

We have in our irrigation district about 30,000 acres in Nebraska and 60,000 
acres in Kansas that are eligible for irrigation water and there is a possibility 
of more acreage being added as time progresses. Under date of February 21, 
1949, the board of directors of the Bostwick Irrigation District in Nebraska 
entered into contract with the United States Department of Interior, Bureau 
of Reclamation, for this Nebraska project Since then the Bureau of Recla 
mation has constructed canals, diversion dams, and laterals so that the water 
stored in the Harlan County Reservoir and natural-flow water may be used 
to irrigate approximately 90,000 acres in Nebraska and Kansas. 

For the fiscal year 1954 the Bureau of Reclamation originally requested an 
appropriation of $624 million for projects that were under the Bostwick division. 
The committee in the House of Representatives considered reducing this figure 
to approximately $414 million and finally agreed on a figure of approximately 
$4 million. Now we feel that if this project is to continue on an economical basis 
we should not be lowered beyond the $4% million on appropriation. The over- 
head costs constituting all surveys and analysis have been completed by the 
3ureau of Reclamation which involves the vast amount of work and study and 
now the Bureau of Reclamation in this district is ready to complete the earthwork 
and construction. 

Harlan County Reservoir will have a capacity of 850,000 acre-feet; of this 
amount 500,000 acre-feet is for flood control, 150,000 acre-feet is for irrigation, 
and 200.000 acre-feet for conservation storage 

The 150,000 acre-feet for irrigation is to serve project lands in south-central 
Nebraska and north-central Kansas. The project extends through Harlan, 
Franklin, Webster, and Nuckolls Counties in Nebraska, and Jewell, Republic, and 
Cloud Counties in Kansas. 

From the Harlan County Dam in Nebraska, the west boundary of the Bostwick 
division, to Concordia, Kans., the southeast boundary is 126 miles in length The 
distribution system for the Bostwick division will require the construction of 
8 diversion dams and 11 canals: a portion of these dams and canals has been 
completed and is now in use. 

In order to supply water from the Harlan County Reservoir and Dam for 
irrigable lands below the dam, it was necessary to have two outlets through the 
Harlan County Dam. One outlet is for the Franklin Canal. This canal will be, 
when completed, 40 miles in length with a capacity of 209 cubic feet per second 
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to irrigate 12,400 acres. The other outlet will supply the Naponee Canal which 
is on the south side of the Republican River. This canal will be 8 miles long 
and carry 30 second-feet to irrigate 1,362 acres. 

About 25 miles of the Franklin Canal contracts have been awarded and some 
of the major construction started. The same applies to the Naponee Canal 

Now, here is our situation: the remaining 15 miles of the Franklin Canal or 
thereabouts was submitted in the Bureau of Reclamation request for funds t 
complete this and other uncompleted projects in the Bostwick division, for the 
fiscal year of 1954, to the Bureau of the Budget. The Budget Bureau contended 
that this was “new starts” (applying to construction) and consequently reported 
euts in appropriations that were detrimental four the completion of the projects. 

Under the existing conditions, we contend, this to be a continuation of the 
project covering the Bostwick-division contract with our Government and not 
to be classed as “new starts” works or projects. 

This project lies in a zone between subhumid and semiarid conditions. Gen 
erally the climate is subhumid in character, but semiarid conditions may prevail 
for several years. Hot summer winds occur frequently during drought periods 
and hasten the destruction of promising crops 

Lack of moisture and poor distribution throughout the year are principal fac- 
tors limiting crop production in the area. Each year there is some damage to 
crops from drought. 

All of the land in the Bostwick division has been classified according to its 
suitability for irrigation. Crop production is expected to be increased at least 
50 percent with the application of irrigation water. 

Livestock production will be increased as irrigation develops in order to con- 
sume large quantities of roughage feed normally produced on any well-operated 
irrigated farm. Livestock farmers on the drylands will be benefited for many 
miles in all directions from the irrigated area because of stable feed supplies 
produced by irrigators. An irrigation project in this area of highly variable 
rainfall will radiate a stabilizing effect to the surrounding dry-farming territory. 
Maximum benefits of this type can be expected from the Bostwick division since 
it extends for Many miles in a rather narrow strip of land. 

I fully realize that our Government cannot continue on an economical basis 
by handing out sums of moneys without some reasonable justification But in 
our case, When the projects have been analyzed, surveyed, studied and rehashed, 
cussed and discussed for a period of longer than 25 years, and further the project 
about two-thirds completed, that for the consideration of a small amount in ap- 
propriation dollars to allow the project to die a miserable death when it is so 
near completion would be hazardous. 

The completion will mean just this, in simple terms. When so done we as 
owners and operators of irrigated lands in the Republican River Valley can begin 
the repayment of our Government contract. This fact alone is sound and the 
wishes of all fairminded people. 

Gentlemen, I thank you for your attention, and I sincerely hope you will give 
our plea for ample funds to complete our projects just and sincere consideration. 


HOUSE REDUCTION 


Senator Knowtanp. I understand the point at issue here is that 
the House reduced this amount to 4 million. 

Mr. Harrineton. Yes. 

Senator Knowianp. And you feel the minimum amount should be 
4.5 million? 

Mr. Harrrneron. Yes. 

Senator KNow.Lanp. We can get it when the Bureau comes before 
us but do you happen to know what the unobligated or unexpended 
funds already in hand were? 

Mr. Harrirneron. I do not have that. 

Senator KNow.anp. I was wondering whether that had been a fac- 
tor in the action by the House because we have found some instances 
where there have been substantial unexpended or unobligated funds 
though I have not had a chance to examine and see whether that 
was the case here. 
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CARRYOVER FUNDS 


The clerk calls my attention to the fact that on page 14 in show- 
ing the carryover funds on this particular project, they do not appear 
to have a carryover. 

Mr. Harrineron. It appears though the fund is practically ex- 
hausted now. 

Senator Knownanp. At least there are no carryover funds. 

Senator Haypen. Where does this question of the new start come 
in? 

CONSTRUCTION PROGRESS 


Mr. Harrinetron. That was originally when they first came out with 
their request for appropriations, it seemed as though the Bureau of 
the Budget classified the construction work which was under progress 
on the Franklin Canal, part of it, as a new start. 

Sections 1 and 2, the contracts have been awarded, and part of the 
construction is in progress. 

Sections 8 and 4, which is that area constituting about 15 miles 
that I mentioned, has not been awarded. The complete surveys have 
been made, every detail is all ready, but that is the question of the 
new start where the Bureau of the Budget said that money should 
not be—— 

Senator Knowtanp. In this bill then this $4.5 million would take 
care of that part of the project where work is in progress but it would 
not take in anything new ? 

Mr. Harrmetron. Yes: it would take in new also. It would cover 
sections 3 and 4, this 15 miles. 

Senator Know.anp It would? 

Mr. Harrineton. Yes. 

Senator Knowtanp. The House allowed that despite the fact that 
the budget did not see it or who changed it around? 

Mr. Harrincton. The House Appropriations Committee. I would 
like to be corrected on this by Representative Curtis who is with the 
House from Nebraska, but as I understood the Bureau of Reclamation 
asked for 624 millions covering the entire project of about 90,000 acres, 
which was a start down in Kansas. 

Now, they have reduced that to approximately 4.5 million, which 
constitutes Nebraska only. 

That is the basis and the House committee recommended 4 million. 


IRRIGATION PROBLEM 


Senator Know.anp. Will one good irrigation in the summer over 
your land take care of your problem in a dry year? 

Mr. HarriNeron. In areas where they have ample irrigation and 
it is very satisfactory, extremely so. 

Senator KNow.anb. Some years you have wet years and do not have 
to irrigate? 

Mr. Harrineron. Yes. 

Senator KNow.anp. But when you do in the dry season the quantity 
of water only 150,000 acre-feet for 90,000 acres made me think you 
could get along with one good soaking irrigation in the summer and 
pull you over. 
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Mr. Harrtneton. Yes. The average annual rainfall the minimum 
we have ever had according to the rainfall charts for 100 years was 11 
inches in 1934; I believe that was the year. 

Senator Knowianp. Thank you. 

Any other questions? Very well, Mr. Thomas. 










BOSTWICK IRRIGATION DISTRICT, NEBRASKA 





STATEMENT OF HALBERT E. THOMAS, PRESIDENT 






GENERAL 





STATEMENT 















Mr. Tuomas. My name is Halbert E. Thomas and I reside at Red 
Cloud, Webster County, Nebr. I have lived in Webster County for a 
period of over 60 years. This period has given me an opportunity of 
seeing some of the necessities of the use of water and particular irriga 
tion water. I appear before you as president of the board of directors 
of the Bostwick Irrigation District in Nebraska and as such official I 
wish to enter a protest on the eliminating or canceling of any appro- 
priations or requests for funds to be used by the Bureau of Reclamation 
as it applies toward the completion of the Bostwick Irrigation District 
in Nebraska. 

Before we go any further let’s show them these maps, just where we 
are down there and they will understand a lot better. 

Senator Know.anp. If you like, Mr. Thomas, your entire statement 

vill go into the record and you might want to brief it and point out on 
the map, which will give the committee a better understanding of this 
problem. 

Mr. Tuomas. You mean you prefer I go on with the statement first ? 

Senator Know.anp. Your statement will be printed in the record 
and in view of the testimony of the past witness I thought you might 
like to extemporize on the map. 

Mr. Tuomas. Here is the dam and reservoir site. 

Here is the dam, the Harlan County Dam and here is the reservoir. 
This line running along here clear down into Kansas is the Franklin 
Canal. The Franklin Canal merely—it ends down here with another 
diversion dam that picks up and goes down into Kansas. 

The Franklin Canal, the first and second sections, has been let as 
far as Riverton, Nebr. 




























CONSTRUCTION PROGRESS 


Senator Know.anp. How far is the construction work along? 

Mr. Tuomas. This is under construction here now. ‘This second 
section—the contract has just been let in the last 30 days. 

Senator Know1ianp. No section has been completed? 

Mr. Tuomas. There is water flowing, down here, from the Guide 
Rock diversion dam down into Kansas. 

We irrigated this section last year. 

Senator Youne. How many acres? 

Mr. Tuomas. About 10,000 in here. This red section here is what 
we are asking for today for the money to complete. 
Senator Know.anp. The whole part you show here is one project? 
Mr. Tuomas. Yes. 
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Senator Knowranp. So what this appears to indicate is that the 
middle section of the project is the one you are trying to complete ‘ 

Mr. Tuomas. Yes. And that $414 million will cover that. That is 
our last section. 

Senator KNowtanp. Did the House allow $4 million; is that the 
testimony ¢ 

Mr. Tuomas. Yes. 

Senator KNow.anp. How much of this would be completed by the 
$4 million as distinguished from the $4.5 million ? 

I mean here you are appearing before this committee and urging 
the importance of that additional $500,000. I think if we could have 
some indication as to what would be done with that additional amount 
that cannot be done without it, it would be helpful. 

Mr. Tuomas. The Bureau, I understand, is building this for us. 

This last contract they have let here 30 days ago down the river, 
I understand there were close to $450,000 saved on that contract. 

That was below the estimate. Now they picked up a little of that 
money and we might pick up a little more in some of these lateral 
contracts. If you give us that "4.t 00,000, I think we can complete 
the project. 

Senator KNowLanp. This other work, of course, is being done on 
prior-year appropriations ¢ 


AVERAGE RAINFALL 


Mr. Tuomas. Yes. Now, here is another little chart which will be 
of interest while we are passing out maps and charts. This is our 
average rainfall in Nebraska for 100 years. However, this does not 
include our territory although I think this is the record for Lincoln. 
You have a definite up-and-down cycle there and we have already had 
our cycle of heavy precipitation and we are afraid we are running 
into a cycle of minimum precipits ation in the next 10 years and it is 
going to be pretty rough with us. 

Senator Haypen. Some people in North Dakota, I think, are 
worried about the same thing. 


LAND OWNERSHIP 


Mr. Tuomas. Here is a more detailed map of the area involved. 
This is the land-ownership map. There is your ground, that is 
Riverton up there. That is as far as the canal has been let to the 
present time and we want to pick it up there and come on down here. 

My farm isright in here and these other fellows are all my neighbors 
and we would like to get water on our land. 

Senator Haypen. All of the irrigation is on the north side of the 
valley. 

Mr. Tuomas. No. A large portion of it is. I could not say how 
much. 

I was not quite through with my statement here. 

Senator Know.anp. The whole thing will go in the record. 

Mr. Tuomas. We have been good friends with the Bureau down 
there. There is a big army of men working in Denver, and I do’ not 
know how many, at Indianola, Nebr.; there is a 175 on their rolls, and 
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Superior, Nebraska has another 75 in their subdistrict office and there 
is another 20 or 25 at Franklin. Now the payroll of that small army 
of men is charged directly against our acreage. When this thing was 
first started they told us the cost would not be more than $5 an acre 
and now it is 8.5 and if it continues on a few more years which I know 
some of those lads want it to, I don’t know when the cost will stop. 

Let’s get it over with and get the boys out of there. They have the 
know-how. 

Senator KNow.anp. Your experience on that in Nebraska is no 
different than in California when they were economic when started 
but the farmers being served came to the conclusion that they are no 
longer economic because of the higher cost piled on these projects. 

We have also with us Congressman Carl Curtis of Nebraska. 

(The statement of Mr. Thomas follows: ) 


STATEMENT OF HALBERT E. THOMAS, PRESIDENT, BoArp oF DirecToRS, Bostwick 
[IRRIGATION DisTRICcCT IN NEBRASKA 


My name is Halbert E. Thomas and I reside at Red Cloud, Webster County, 
Nebr. I have lived in Webster County for a period of over 69 years. This period 





has given me an opportunity of seeing some of the necessities of the use of 
water and particularly irrigation water. I appear before you as president of the 
board of directors of the Bostwick Irrigation District in Nebraska and as such 
official I wish to enter a protest on the eliminating or canceling of any appro 
priations or requests for funds to be used by the Bureau of Reclamation as it 
applies toward the completion of the Bostwick Irrigation District in Nebraska. 

This one district obtains its water supply for irrigation from Harlan County 
reservoir, located on the Republican River, and other reservoirs located on tribu- 


taries of this river. 

The fact is the Bureau of Reclamation has completed or in the process of com- 
pletion, approximately two-thirds of the projects in the Bostwick Lrrigation 
District in Nebraska. The main portion of this district on which funds as pro- 
posed would not be available for the fiscal year 1954, was sections 3 and 4 of 


the Franklin Canal. These 2 sections will accommodate and irrigate 10,000 
or more acres that are located in Franklin and Webster Counties in Nebraska. 
Sections 1 and 2 of the Franklin Canal are under construction and contracts 


have been awarded. These sections start at Harlan County Reservoir and 
continue in an easterly direction through Harlan County and a portion of Frank- 
lin County for a distance of about 25 miles—sections 3 and 4 being about 15 
miles in length are a continuation of the Franklin Canal and are the items in 
question on appropriations. 

The people in the area are very conscious of the fact that climatic conditions 
and especially rainfall are undoubtedly appearing in cycles of either excessive or 
extremely light rainfall. According to the chart we are overdue for light precipi- 
tation, and the natural event is to look for the possibility of getting irrigation 
where possible and it is possible according to surveys and studies made by the 
Bureau of Reclamation. 

Further delay in completion of construction of the Franklin Canal would, in 
the event of drought, be disastrous to hundred of acres of highly productive 
lands. If there is further delay in completing the irrigation works, sections 
already built will deteriorate from nonuse, debris will accumulate in the canals, 
and expensive renovation will be necessary before systems can be put into 
service. 

So we don’t want any other delays and we feel that our request contains 
enough merit to warrant immediate continuance of the program as outlined 
and requested by the Bureau of Reclamation, It seems to me to be the height 
of folly to discontinue operations of our project for the lack of a few funds 
and waste all that has been constructed. 

Selfishly and naturally, all and each of us, think our project is of the most 
important and tc us we don’t think, we know it is and that is our urgent request 
for immediate action. 

Mother Nature has been kind to us the past 10 years and has awarded us 
with rainfall sufficient to produce productive crops. However, great variations 












‘re 
ny 
‘as 





INTERIOR DEPARTMENT APPROPRIATIONS, 1954 1265 


eccur in annual rainfall. A minimum of 11 inches in the year 1934 and a 
maximum of 42 inches in 1896. Although a large portion of the total annual 
precipitation falls through the summer months, it is not we ll distributed Many 
times periods of 30 to 60 days have been experienced without r ainfall. You 
will note I have attached hereto 1 chart covering the average annual precipita- 
tion yearly for 100 years, covering the period 1850 to 1950. I also refer you 
to another chart showing the distribution of rainfall by years from 1928 through 
1952 for the area of Franklin, Nebr., and also Red Cloud, Nebr. For your 
info a ition the monthly precipitation record for 1953 for the vicinity of Frat 4 
lin, Nebr., is as follows: January, 0.35; February, 0.40; March, 1.20; and April, 
1.31; so you can readily see that we are definitely entering one of the low 
precipitation-cycle periods. There is the old saying that it always rains in 
Nebraska and we always get two important downpours—one when it is too 
late for the wheat crop and one when it is too late for the corn crop. 

Irrigation will assure crops the necessary amount of moisture to produce con- 
sistently high yields and will make it possible for farmers to plan a cropping 
system whereby a more diversified type of agriculture can be practiced and crop 
risks distributed. 

I want to thank you gentlemen for the privilege and opportunity of appearing 
before your committee and I do want to stress again our earnest desire that 
you view our asking for complete alloting of funds requested for the Bostwick 
division in the light which I have tried to convey. 


STATEMENT OF HON. CARL CURTIS, A UNITED STATES REPRE- 
SENTATIVE IN CONGRESS FROM THE STATE OF NEBRASKA 


PROBLEM CITED 


Mr. Curtis. I will say just a few words. I am glad to be here with 
Mr. Thomas and Mr. Harrington. I think I can just mention a thing 
or two about our problem there. 

We are getting this water from the reservoir at Harlan County 
Dam which has been already built by the Army engineers for $50 
million. Because of our severe flood situation out there in 1935 we 
had about 110 people down in the valley who drowned. That is the 
reason for that big structure. It isa relatively small : amount of money 
to provide the distribution system to use as much of that water in the 
valley as we can. We have had a running fight with the Bureau of 
the Budget for several years. 

Every time they wanted to start a new canal or lateral or even a 
ditch almost, they had said it was a new start. I rather think about 
a year ago the House committee re port overruled part of that. What 
we are anxious now about is in view of this heavy expenditure for the 
dam is to wind up this distribution system so that the farmers can get 
their water, that they can cut down this terrific overhead and start 
their repayments as promptly as they can be done. 

Now naturally we are just a little bit hazy on the exact dollar 
amount needed. We don’t know just what the revised budget esti- 
mates are. We have no criticism of anyone but have been waiting on 
the new Commissioner of Reclamation. 

There was some money saved on this last contract that was let and 
I certainly do not want to say anything critical of what is happening 
in Kansas but there is some diffic ulty and protesting going on in Kan- 
sas concerning this distribution. I do not want to affect your decision 
one way or the other about that, but the point is that may make a 
difference on how much money is available at this time to spend on 
the Nebraska side. 
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We hope that you can find out from the Bureau what it will take 
to wind up this small part of this distribution system and get it done 
because we think that is the economical way to do it and we cert: uinly 
want to take this overhead off these farmers 





REVISED 





BUDGET 





Senator Know.anp. Apparently the fiscal 1954 program revised 
for this project is $4,033.57 1. 

Mr. Curtis. But I do not know how much of the work they con- 
template completing. 

Senator KNowLanp. We will go into that with the Bureau. 

Mr. Curtis. I would like to see you insert in this hearing their 
answer as to how much money it will take to wind up this distribution 
system in Nebraska. 

I do not know whether Kansas is ready to go or not. That is 
something they will have to answer and I am not trying to take some 
thing away from their State but I think you will get some information 
about that. 

Senator KNow.anp. Thank you. 

Mr, Curtis. I have one other witness who is not here that I perhaps 
will send a statement over to be inserted following these witnesses 
if I may. 

Senator KNowLanpb. Fine. We will include the statement in the 
record. 

Senator Dworsuax. Congressman Curtis is a very influential Mem- 
ber of the House and it seems to me he ought to be able to exercise 
effective control of this Republican River. 

Mr. Curtis. Wedo., sir. 

Senator KNow.anp. Mr. Clyde Ellis. The Chair would suggest that 
if it were possible for you to designate 3 or 4 of these gentlemen on 
the list to make the statements before the committee and then the 
balance of them, if they have a statement, we can insert their statements 
into the record. If they could follow that procedure, it would be 
very helpful. 

Suppose Mr. Wood, you proceed since you are chairman of the 
committee down there. 

Senator Corvon. I see Senator Symington is here. Senator, do you 
desire to make a statement. 


SoUTHWESTERN PowER ADMINISTRATION 


STATEMENT OF HON. STUART SYMINGTON, A UNITED STATES 
SENATOR FROM THE STATE OF MISSOURI 


STATEMENT OF MISSOURI FARMERS ASSOCIATION 


Senator Symrneton. I have a statement that I would like to read, 
if I may, sir, from the president of the Missouri Farmers Association. 
It will be about 314 minutes and then another minute a letter that he 
wrote me. 

If it is in order, sir, may I put this statement into the record ? 
Senator Corpon. Yes, sir. 
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Senator Symineron. This is a statement of F. V. Heinkel, president 


of the Missouri Farmers Association, Columbia, Mo. | Reading:| 
STATEMENT OF F. V. HEINKEL, PRESIDENT, MISSOURI FARMERS ASSOCIATION 


Mr. Chairman and gentlemen of the committee, my name is F. V. Heinkel. 
My address is Columbia, Mo. I am president of the Missouri Farmers Associa- 
tion. ‘this association is composed of 146,000 farm families in Missouri. These 
farm families are part owners and members of the REA-financed electric cooper- 
atives which serve rural Missouri. 

We are here for the purpose of inviting your attention to the urgent need 
for the restoration of the full amount of the continuing fund of the Southwestern 
Power Administration. We regret that the House committee, which made the 
cut, apparently did not realize what a grave threat its action poses to the rural 
electrification program in Missouri and the Southwest area. By creating a pre- 
cedent, this action extends the danger to the whole rural electrification program. 

The farmer-owned and farmer-controlled rural electric cooperatives in Mis- 
souri—as I am sure has been the case throughout the entire United States 
entered into a contract with the United States Government, acting through the 
Rural Electrification Administration, to borrow money. They contracted to pay 
this money, with interest, and they intend to fulfill their contract if Congress 
will continue the program which it had a major part in starting. 

The action of the House on April 28, reducing the continuing fund request 
made by the Southwestern Power Administration from $3,736,000 to $150,000, is 
very disturbing and disheartening to the farmers of Missouri and is the reason 
why I have been authorized by my association to present this statement to this 
committee, 

The Missouri Farmers Association, which, as I have previously mentioned, 
represents 146,000 farm families in Missouri, is opposed to any action which 
would abrogate or change the Flood Control Act of 1944 by making the private 
power companies preference customers of Government power. If we correctly 
interpret the action of the House on April 28, the private utilities were made 
preference customers because the House allowed money to integrate the SPA 
system with certain private utilities in the area but refused funds necessary to 
integrate with REA generation and transmission cooperatives. 

Kither the power company inspired confusion did not permit the House com- 
mittee to acquaint itself with the relationship of the continuing fund and the 
rural electrification program, or the committee was influenced by one-sided 
or incorrect information, 

Our association interprets the action of the House to say that construction of 
rural electric transmission lines or generating plants or any interchange of power 
with a public power agency can be brought to a halt at any time, anywhere in 
the country, simply because a private utility executive tells the House Appro- 
priations Committee that the private companies will take the Government power 
and distribute it to the preferred customers and that there will be no disruption 
of service to anyone. 

Having followed quite closely the activities of the private utility companies 
for the past 25 years, we feel that it would be an outright betrayal of the people 
should Congress base its action solely on the empty promises made by the spokes- 
men of the private utilities during the House Appropriations Subcommittee 
hearings. 

The same promises have been made by utility companies for years and years, 
and everyone knows that they have never been carried out. The farmers of 
Missouri well remember their experiences with the private utilities prior to the 
inception of the rural electrification program, and I can assure this committee 
that we never again went to be at their mercy. 

On behalf of the 146,000 farmers which my association represents, I urge this 
committee to restore the funds stricken from the SPA continuing fund by the 
House on April 28. 


Thank you very much, Mr. Chairman. 
Senator Corvon. Anything further, Senator ? 
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Senator Symrneron. And now I would like to read from Mr. 
Heinkel’s letter which he has addressed to me. | Reading :} 


LETTER FROM F, V. HEINKEL 





It is imperative, it seems to me, that this fund be restored, for unless it is, it is 
conservatively estimated that the cost to REA cooperatives will be $1,750,000 
annually. This is on the assumption that the wholesale power rates from private 
eompanies would remain as they now are and that the rates from SPA would 
range from 6 to 7 mills per kilowatt-hour. 

Most of the steam-generating plants are completed, poles and lines are in the 
air, and something like $30 million of Government loans have been expended 
Since no interchange or integration of power between the power cooperatives and 
SPA can be effected unless SPA has the money to carry out its agreements, how 
are the cooperatives going to energize their lines and operate their steam plants? 

Because of the very nature of the REA program—low density of consumers per 
mile, high cost of construction and maintenance in much of the cooperatives’ area, 
small kilowatt-hour consumption by many of the members, and so forth—it is our 
opinion that a large percentage of the farmers would be financially unable to 
receive the benefits of electricity should they be required to purchase power from 
a commercial company. 

Elimination of the continuing fund without a substitute arrangement for low- 
cost power would not only seriously threaten the financial feasibility of the 
G and T cooperatives, but would seriously threaten the feasibility of practically 
every distribution cooperative in Misssouri, who have borrowed $150 million from 
the Government. 

Senator Corvon. Thank you, Senator, 

Senator Syminoton. Thank you, sir. 

Senator Corpon. Senator Hunt. 

Senator Hunt. Mr. Chairman, I am grateful for your giving me 
this time with this great number that I see here around you waiting 
for a chance to testify. 

Senator Corpon. Proceed, Senator Hunt. 


STATEMENT OF HON. LESTER C. HUNT, A UNITED STATES SENATOR 
FROM THE STATE OF WYOMING 


PETROLEUM AND SHALE EXPERIMENTAL STATION 


Senator Hunt. I appear here today, Mr. Chairman, to literally beg 
to have put back into the budget in your bill the amount of $476,800 
deleted in the House committee for the Petroleum and Oil Shale Ex 
perimental Station at Laramie, Wyo. 

Mr. Chairman, if you are not familiar with that building, I should 
like to show you this book. 

I introduced a bill in the nature of an amendment to the House bill 
restoring this item. However, I am very hopeful that the committee 
may see fit to do so and that it will not be necessary for me to take the 
bill upon the floor. 


GOVERNMENT INVESTMENT 


Mr. Chairman, the Government has an investment in that building 
of a sum of $1,154,152 and that is the only research station in the 
United States conducting research to develop methods for producing 
liquid fuel from oil shale. 

Oil-shale resources, | know you are familiar with, Mr. Chairman, the 
fact that in the United States are approximately 12 times our known 
natural petroleum reserves. 
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This is so important from the standpoint that should we be involved 
in a third world war, military authorities tell us that the sealanes in 
all probability would be closed and there is not enough natural petro 
leum in this country to prosecute an all-out war for any length of time. 


PETROLEUM INSTITUTION STUDIES 


Mr. Chairman, this petroleum institution was started in 1924; it was 
housed on the University of Wyoming campus and it was known as 
the petroleum field house. 

Between 1924 and 1930 petroleum production studies were the work 
of this institution, between 1930 and 1933 they turned their attention 
to the chemistry and refining research on oils produced in the Rocky 
Mountain area which had a high sulfur content known as black oil. 

Mr. Chairman, from the work of this institution, I think I can 
truthfully say to you today, stems the blacktop highways of the United 
States. Wyoming having developed the first successful method of 
treating black oi] for that purpose. 

I am advised that the quality of the returns to be expected during 
the next few years can rightfully be gaged by the results of the high 
temperature retorting process developed recently at this laboratory. 

This process produces from oil shale a highly aromatic low-boiling 
oil, which is a suitable component for aviation gasoline and contains 
large amounts of benzine of a particular chemical type which are 
currently in short supply for production of synthetic rubber and 
many other of our necessary items that go into a war effort. 

Now, Mr. Chairman, to conserve your time, with your permission, 
rather than reading the balance of my statement, I shall just ask your 
permission to have it inserted in the record and with that, my testi 
mony ends unless the chairman should have a question. 

Senator Corpvon. Without objection the full statement will be made 
a part of the record immediately following the preliminary statement, 
Senator Hunt. 

(The statement referred to follows :) 

The Petroleum and Oil Shale Experiment Station at Laramie, representing a 
capital investment by the Government of $1,154,152, is the only research station 
in the United States conducting research to develop methods for producing liquid 
fuels from oil shale. Oil shale is conceded, by all who are acquainted with the 
energy resources of the Nation, to be the first material to be called upon to 
supplement our petroleum supplies when the need arises, and it is thought that 
this need will come within the next decade. The Government is vitally inter 
ested in the development of these reserves, not only to foster orderly develop 
ment of our economy, but in the interests of national defense in that large por- 
tions of these reserves have been set aside as naval reserves. 

A capable staff of technical personnel has been developed in this work over 
the period since the program was initiated in 1944 and are now reaching the 
point where their work will result in accelerated returns on the money invested 
Data developed by these people are being applied in the demonstration plant 
at Rifle, Colo., a project already approved for continuance, and the demonstra 
tion plant depends on the Laramie station for fundamental data, analyses, and 
initial process development needed for their work. Processes are being devel 
oped at Laramie which hold promise of changing completely the economics of 
producing liquid fuels and strategic chemicals from oil shale. These processes 
eventually may be installed in the Rifle demonstration plant, if the research 
required to bring to fruition the work already accomplished is authorized. An 
appropriation of $486,000 is needed to continue the development of a resource 
which conservative estimates indicate is equivalent to more than 12 times our 
petroleum reserves. 
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This station is the outgrowth of Bureau of Mines research facilities, housed 
by the University of Wyoming, for the study of petroleum resources, particularly 
those of the Rocky Mountain region. The research started in 1924 in a petroleun 
field office of the Bureau of Mines established on the University of Wyoming 
campus. From 1924 to 1930 the investigations pertained to petroleum pro- 
duction studies as an aid to the development of petroleum resources in the 
Rocky Mountain region. From 1930 to 1933, the work consisted of chemistry 
and refining research to aid in the more effective utilization of higher sulfu 
asphalt-bearing, crude oils, or “black oils,” of Wyoming. The office was closed 


in 1938 due to lack of funds, however, in 1935, a petroleum experiment station 
was established, as before, on the campus of the University of Wyoming, and 
research projects on both petroleum production and petroleum chemistry and 
refining were resumed. 

On April 5, 1944, the President signed Public Law 290, known as the Synthetic 
Liquid Fuels Act, which had been passed by the 78th Congress. One of the 
provisions of this enabling act was the preparation of liquid fuels from oil 
shale. The research and development phase of this work was assigned to the 
Laramie station which, on June 12, 1944, was designated the petroleum and oil 
shale experiment station. As facilities for the expanded program were not 
available from the University of Wyoming construction of a new laboratory 
was started by the Government on May 1, 1945, and the structure was com- 
pleted 2 years later on May 27, 1947. It was built on land deeded to the 
Government by the university. ; 

The cost of the new laboratory building, exclusive of furniture, was $567,042 
Since 1947, several major additions were made. These included the installa- 
tion of an elevator in the new building and a heating plant and warehouse 
facilities in a building already situated on the site. Three Butler buildings and 
storage space for oils and flammable solvents were also constructed. At present 
the real estate and attached facilities of the station are valued at $718,584 and 
the contents, including office and lahoratory equipment, are valued at $435,568, 
or a total property valuation of $1,154,152. 

The facilities and equipment at the Laramie station are designed for re 
search on petroleum and oil shale. As a matter of fact, the station is the only 
Government-operated laboratory in the United States which is devoted to oil 
shale research and it is believed to be the largest and best-equipped laboratory 
in the world for this particular type of research. Special equipment includes 
a portable laboratory with instruments for measuring the pressure and tem- 
perature conditions in oil and gas wells to depths up to 18,000 feet and for 
taking hottom-hole oil samples for analysis; equipment for preparing and 
analyzing oil-well core or oil-shale samples; catalyst preparation and evalua- 
tion units; test engines for determining the octane and cetane ratings of motor 
fuels; high-efficiency distillation and adsorption columns for hydrocarbon anal 
yses: petrographic and X-ray d'ffraction equipment for the analysis of oil-shale 
and oil-well cores and physical instruments such as precision refractometers, in- 
frared and ultraviolet spectrometers, polarigraph and a mass spectrometer. 
Bench-scale, or semipilot plant equipment, for continuous or batch operation, 
is available for retorting oil shale and determining its thermal characteristics, 
for fractionating, hydrogenating, and cracking shale oil by different refining 
processes, 


OPERATING FUNDS 


The following table gives the net funds allocated to the station for its 
operation for the last 5 fiscal years: 


Oil-shale Petroleum 








Fiscal year semeanoh and natural Total 
= gas 
1953 $459, 121 $132, 400 $591, 521 
1952 475, 658 123, 230 598, 888 
1951 518, 159 107, 220 625, 379 
1959 ° 525, 485 95, 290 620, 775 


1949 511, 531 92, 350 603, 881 
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PERSON NEL 


The personnel employed at the station as of May 1, 1953, is as follows: 








O Petroleum 
Type of persor i I a ms 
Technical, full-tim ‘ 21 68 
Technical, part-time +9 93 
Administrative, full-time ‘ ; . 
Mechanical, full-time 17 3 
Mechanical, part-time ! ( 3 3 
Total ; 7 41 a 
1 University of Wy 1 t 
PURPOSE AND FUNCTIONS 
Oil-shale research 
Domestic demand for petrolenm products in the United States has increased 
at an accelerating rate for many years until it is now estimated that we w use 
2% billion barrels of these products in 1953. This is a gain of 5 percent over the 
quantity consumed in 1952. To meet this demand, the estimated proven reserves 


in the United States are 33 billion barrels. While it is true that over the past 
years we have been fortunate enough to increase our known reserves in spite 
of record withdrawals, this cannot continue forever. The President’s Materials 
Policy Commission stated the situation aptly, as follows 

“Petroleum is the great enigma of future energy supplies. Many have guessed 


} 


but no one can know how much more petroleum will be discovered in the United 
States during the next two decades, or how much it will be feasible—geologically 





and economically—to produce in 1975. * 

“But no matter ho arge the Nation’s petroleum resources ultimately prove 
to be, one fact is now clear: Eventually the resources will dwindle and become 
progressively inadequate. One warning signal has already appeare within 
the last 5 years United States demand for rude petrol um has begun to out 
strip domestic production, and for the first time the United States has become 


an important net importer 
“This recent development suggests that the United States, faced with an 


approximate doubling of oil demand by 1975, will find it economical to turn 
increasingly to foreign supplies, and eventually to liquid fuel from shale and coal 
“What happens in oil will affect developments in gas, synthetic oil, imports, 
and coal and could importantly influence security in wartime. In spite of 
uncertainties over future sources of supply, these facts and prospects seem cl 


“First, discoveries of petroleum in this country will not stop abruptly, 
nor will reserves become exhausted suddenly without notice 

“Second, domestic crude production can be counted on for a long time 
to supply a sizable portion of liquid fuel demand, even though it is debatable 
whether the 1975 level of production will be lower or higher than nov 

“Third, regardless of the level of domestic production in 1975, imports of 
crude oil and refined products by 1975 probably will be greater than now. 

“Fourth, synthetic oil, probably first from shale and later from coal, will 
come into commercial production within a decade or so—perhaps sooner.” 

As compared with the estimated petroleum reserve of 33 billion barrels to meet 
this great demand, we have, in only the best 1,000 square miles of the Green 
River formation in Wyoming, Colorado, and Utah, a reserve of 400 billion barrels 
of shale oil, over 12 times as much. If leaner shales are included, many billions 
of barrels can be added to this estimate. 

Development of economical methods for producing liquid fuels from this im- 
mense reserve of oil shale can make us independent of foreign supplies for many 
generations and will permit an orderly development of our economy. However, 
many problems must be solved before this can be accomplished, and solving prob 
lems requires research. In general, processes which have been developed fox 
producing gasoline and other fuels from petroleum are not suitable for produc- 
ing them from shale oil. Even though refining petroleum is a much simpler task 
than refining shale oil, the petroleum industry is spending over $100 million a 
year on research to improve their products. 

If it is necessary for the petroleum industry to spend $100 million yearly in 
research to develop improved methods for refining petroleum, a relatively simple 
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material compared with shale oil, it is unquestionably necessary to conduct re 
search for producing and refining shale oil, a material available to us in severa 
times the known reserve supply of petroleum, and a material which qualified 
people in the petroleum industry feet we will have to resort to within the ne 
decade. While industry is spending money for research on synthetic liquid fuels 
development also, the amount is infinitesimal compared to that spent on petro 
leum research. In addition to the need for insuring our fuel supplies particu 
larly in case of war, the Government owns three large blocks of this oil-shal 
land and has set them aside as naval reserves. It is to the advantage of the 
Government to aid in the development of these reserves through research 

The orderly development of an industry to produce liquid fuels from oil shale 
involves several steps which must be conducted in the following order; 

1. Fundamental research on the composition and properties of oil shale a1 
shale oil: It is necessary to know the nature of these materials before they cat 
be utilized effectively. 

2. Laboratory research on reactions by which oil shale yields shale oil 
shale oil is converted to motor fuels: When the composition is known from the 
research in step 1, a study is made of the reactions by which these materials can 
be converted to the desired end products, 

3. Processing research of individual steps to obtain qualitative indications ar 
to determine equipment types: When suitable reactions have been discovered i 
step 2, these reactions are carried out in equipment in which the effects of var 
abies such as temperature, pressure, space velocity, and catalysts can be dete 
mined. These data dictate the size and shape of equipment to be incorporated in 
the pilot plant in which the process will be further developed. 

t+, Pilot plant study to determine the quantitative data required to build 
demonstration plant: This plant is used to solve some of the mechanical problem 
in materials handling and product recovery, determine heat and material b 
ances, and provide sufficient product for thorough evaluation. 

5. Demonstration plant: This is the smallest plant in which data of sufficien 
accuracy Can be obtained for use in the design of a commercial scale plan 

At the Bureau of Mines petroleum and oil-shale experiment station in Laramie 
the first 3 of these process development steps are carried out while the last 
2 steps are conducted at the demonstration plant at Rifle, Colo. In addition 
the demonstration plant depends on the Laramie station for many analyses of 
their products, such as octane numbers, gas analyses, hydrocarbon group analyses, 
ultimate analyses, heating values, and others. Many process design data for us 
at the demonstration plant are determined at Laramie. It is obvious that if the 
Laramie portion of the work is abandoned, logical process development of oil 
shale is impossible. 


Petroleum and natural gas research 


Research on petroleum and natural gas is devoted to problems having peculiar 
significance to the Rock Mountain oi! and gas industry although many of ! 
findings have nationwide and international significance. Utilizing the larges 
and best equipped research laboratories in the region, significant contributior 
have been made both to local problems and to problems of a larger scope 
Some of the problems and difficulties facing the industry which are being inves- 
tigated include: 

1. Petroleum production research to provide a better understanding of the oil 
gas, and water interrelationships in oil reservoirs and the energy associated with 
these fluids so that it can be used to obtain the greatest yield of oil. 

2. Secondary recovery research or studies devoted to finding out how the 
50 to 80 percent of the oil originally present but unrecovered under present 
production methods can be ultimately produced at a profit. 

3. Provision of a complete inventory of the characteristics of the many crude 
oils and natural gases in the region. ‘ 

4. Determination of the characteristics of sulfur compounds found in petro- 
leum, so that the refining of Wyoming black oils and other sulfur-bearing oils 
may be made easier. This will increase the market for such oils. 

5. Characterization of the asphalts which may be obtained from Wyoming 
and other black oils to assure ready acceptance of these products throughout 
the United States. 

6. Study of the nitrogen compounds in diesel fuel to determine their role in 
causing instability of these materials on standing. 

The importance of these studies may be indicated by the contribution of funds 
by the Defense Department and the American Petroleum Institute to assist in 
these projects. 
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ryPe OF WORK 


Oil-shale research 

Fundamental research on the composition of oil shale and shale oil is con 
ducted at the Laramie station in some of the best equipped and most modern 
laboratories in the Nation Utilizing scientific instruments developed in the past 
few years, and advanced techniques, significant contributions have been made 
toward solving the riddle of “What is shale oil?’ and appreciable progress has 
heen made in defining the material in oil shale Both of these answers are 
needed for the best process planning in an oil-shale industry. 

Rather than simple improvement of existing processes, the greatest impetus 








to the shale-oil industry comes from the development of novel procedure vi h 
mav be revoluntionary in some respects and better adapted to the peculiar prop 
erties of the raw materials Such processes result from reaction studies fol 

wed by the development of methods and equipment for carryin t these 
reactions on a larger scale. An example of this logical method of proces le 
viopment is the high-temperature retort n being developed at Laramie 
Where previous retort designs were | ed on the re val of oil as fast formed 
this new concept involves leaving the oil in the retort to allow it to be cracked 
\ crude shale oil is then formed which is 1 ore amenable t onversion 
to high octane ne than that produced by other methods In fact exe 
lent aviation x: base stock, now in critic ly, can be produced fror 

his type of s i] Other advantages than product quality are rea e¢ 
such as high throughput of shale, eliminatior f severa ‘ ni ey) flex 

ility permitting the production of either strategic chemi 3 era ‘ 
and use of fine shale which normally is disear 1 This process w 


from the shale a total yield of 76 percent liquid fuel, most of which is premium 








grade gasoline, whereas the best process that has been proposed to date gives a 
tetal yield of only 69 percent of lower quality fuels. With continued develop 
ment at Laramie this process may eventually be installed at Rifle for demonstra 
tior It holds gre promise of revolutionizing our present concepts of the 
practicality of utilizing our vast oil-shale reserves 

Development of 1 and improvement of existing processes and equipment 
through studies on a relatively small seale offer an opportunity to better the 
economic possibilities. These studies, which vield engineering data on the par 
ticular materials or processes, suggest ways of more efficient utilization of 
equipment, increased throughput, or product quality Studies of comb tions 
of processes are necessary to enable proper planning and design of pilot-pla 
facilities Inasmuch as necessary corrections to the design can he mace re 


economically to small-scale ment, substantial savings in development ¢ ts 


work 





are achieved through this ty} 
Petroleum and natural gas research 


Petroleum engineers, employing specialized bottom-hole instruments, obtain 





temperature and pressure data and samples of reservoir fluids from o wells 
in fields throughout the Rocky Mountain regio The samples are b 0 
the laboratories for intensive testing and experimentation The resulting 
mation is made available to the onerators in the fields so that their ons 
practices can be guided to secure the best recovery of oil. Petroleum eng 

ecure samples of oil-well cores obtained when wells are drilled These cor 
are brought to the laboratories where their characteristics are determined to 
devise better methods for maximum oil r very from the reservoir Sil irly, 
samples of oil and natural s are collected at oi ells in ne oil lds and 
analyzed by petroleum chemists at Laramie The types of sulfur compounds 
in petroleum and their properties are studied to discover how they change du 
ing the refining of the oil Highly-purified sulfur compounds which are ed 
as standards throughout the petroleum industry are prepared Research is also 
conducted to determine the actual components of asphalt and to « te the 
role these components play in making superior asphalts for roads and other 
special applications. 

COOPERATION WITH UNIVERSITY OF WYOMING 

The university and the station have enjoyed exceptional! ood relations for 
almost 30 years and have cooperated in numerous projects to the mutual advan 
tage of both. Although the petroleum and oil shale experiment station not 


a part of the University of Wyoming, their adjacent locations and similar aims 
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regarding research and natural resources have promoted close as 
The experiment station is able to assist the university in a number o 

1. Conduct of research problems leading to a thesis and degree at the ur 
versity: The facilities, space, and technical direction of the Bureau are util 
on problems which are to be used for thesis requirements when such proble: 
are also of value to the Bureau. 

2. Employment of students on a part-time basis makes it possible for t 
to earn their way through school and receive valuable training at the same tir 
3. Use of Bureau facilities for training students: For the past several year 
the university class on chemical analytical instruments have used Bureau spe 
trometers and other instruments for demonstration and training. 

1. Assistance in special research projects: A recent project by the State ge 
ogist concerning reserves of oil shale in Wyoming calling for cooperative wo 
Use of specialized equipment by research projects in the chemistry departmen 
is common, 

5. The presence of the petroleum and oil shale experiment station in Larami« 
contributes to the establishment of a scientific community where mutual proble 
ean be discussed profitably with people of similar training. This also enables 
bringing experts in various scientific fields to Wyoming for lectures and mutua 
discussions. 

These areas of mutual benefit cannot be assessed as to monetary value, but 
university has recognized their value by including the Bureau of Mines personne 
on the listing of the staff of the university. 
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COOPERATION WITH 





OTHER AGENCIES 


The importance of the research work done at Laramie is indicated by the nur 
ber and caliber of the visitors. Technologists from Sweden, Scotiand, Ital) 
Israel, Brazil, Thailand, Egypt, France, South Africa, Australia, and England 
have visited the laboratories and studied the research methods and results, as 
have representatives of the petroleum and chemical companies of this Nat 
Interchanges of information have thus aided the various people of the world 
are interested in oil shale and petroleum. 

Working agreements with the defense agencies have been entered into and 
reports prepared for their use. Inasmuch as the naval oil-shale reserves contain 
much of the valuable shale lands, all of the research on oil shale is in the interest 
of the defense services, but special agreements have also been made to provide 
specific information needed by them. Specific instances include assay of oil-shale 
cores from the reserve, estimation of Alaskan petroleum reserves, and research 
on nitrogen compounds of diesel fuel. 

Cooperative work financed jointly by the Bureau of Mines and the American 
Petroleum Institute on sulfur compounds has been included in a project whicl 
has heen conducted at the Bureau for over 5 years. Cooperation with other 
industry agencies has included work on committees in which both the agency and 
the Bureau have a common interest. 

Senator Corpon. I may say, Senator Hunt, that we have had tes- 
timonv from the Bureau of Mines on this same subject. 

I think you will recall other interested Senators have appeared. 
We have a pretty fair record on the overall subject. 

We are very happy to have you supplement it with your logic and 
long knowledge as a citizen and official of the State. 

Senator Hunt. I thought you did, Mr. Chairman, and for that rea- 
son I did not like to take more of your time. 


FARMERS ELECTRIC COOPERATIVE, CHILLICOTHE, MO. 
STATEMENT OF E. C. WOOD, MANAGER 
GENERAL STATEMENT 
Mr. Woon. Mr. Chairman, I am Ernest C. Wood. I live at Chilli- 


cothe. Mo. Iam manager of the Farmers Electric Cooperative there, a 
distribution cooperative. 
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— I am chairman of the Advisory Committee on Power for the South 
e uni west, and this committee attempts to coordinate the six-State area 
lize: which comprises the service area of the Southwestern Power Admin 
blem istration. oki ' 
ther Our committee activities are participated in by representatives ot 
time. rural electric cooperatives in the six-State area and representatives of 
years municipal utilities in that area. ' 
sper We attempt to keep a constant coordination of the requirements an 
anni the supplies of power on a wholesale basis to both the cooperative 
work and the municipalities. 
‘ment Our appearance here is to req ue sf favorable consideration of the 
budget items as presently contained in the administration budget 
‘amie covering the Southwestern Power Administratio,). Specifically we 
aioe are concerned with the continuing fund. The continuing fund is an 
utual annual authorization by Congress, by which the Southwestern Power 
Administration can carry out its contractual agreements for power 
t = exchange with cooperatives, the commercial power companies, and 
ney the municipal utilities. 
REVISED BUDGET 
na The budget at present reflects $3,736,000 as the item for the continu- 
land ing fund. This isa reduction from the former budget which was pre 
S, as pared by the previous administration. 
ston Southwestern Power Administration in attempting to market the 
who surplus power in the area from the reservoirs has entered into contracts 
and with cooperatives, companies, and municipal utilities. We endorse 
tain them all. We do not attempt to exclude anyone from participation in 
athe | the power picture in that area. There have been proposed contracts 
hale with utilities which have not yet been consummated. We endorse the 
arch idea of those contracts if they can be agreed upon and if they also 
follow the general provisions of the Flood Control Act of 1949. 
ican Two years ago, I believe, the continuing fund was changed. To call 
oe it a continuing fund now is not actually true because it is not what 
and you would call a continuing or a constantly revolving fund. 
The total expenditure from it is limited and Congress approves 
“= whatever that limitation should be. 
Prior to 1951 it had been strictly a revolving fund and the honorable 
ed. chairman of this subcommittee was one who objected to the revolving 
nature of the continuing fund and agreed that if the fund could 
nd be placed on a basis of annual appropriation, it would be a fine 
improvement. 
— We of the cooperatives and the municipalities reluctantly agreed to 


that. That is all right. The one thing it does necessitate and we do 
not object to it—is to bring before this committee and the full Con- 
gress each year the reason why the continuing fund is necessary in the 
amount that it is set up to require. 


DISTRIBUTION COOPERATIVES CONTRACT WITH GOVERNMENT 


Mr. Woop. Prior to this change in 1951, in fact in 1949, federations 
1. of the distribution cooperatives, which we call generation and trans- 
mission cooperatives, or GT co-ops, entered into contractual relations 
with the Government through Southwestern Power Administration 
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for integration of facilities and exchange of power. Those contract 

were entered into on the theory of the revolving fund. We felt that 
they could continue to exist when the revolving fund was changed to an 
annual appropriation. So we see no reason why the original contracts 
cannot be allowed to remain in force. 

We are especially concerned that the House eliminated that an tion 
of the continuing fund which the administration had placed in the 
budget for the cooperatives, but approved and left in the sae of 
the continuing fund, which was indicated by the administration as 
being required to permit carrying out the contracts with the power 
companies. 

Senator Hayven. In either case, if I understand correctly, there is no 
loss to the taxpayers of the United States in the operation of this 
continuing fund. There may be a balance for the private utility 
company in 1 month, and then that may be reversed. That is true with 
the songerel ives. 

Mr. Woop. That is correct. Day by day, though you cannot score 
kilowatt-hours, there might be expenditure out of the continuing fund. 
Day by day that exchange goes on, and every time that a dollar is 
spent in the fund, it comes back with a profit. 

And so the net result to the Government, to the Treasury of the 
United States, is a profit and it is continually coming in. There 
would be no time that it is just outright expenditure one month after 
another. 


EFFECT OF LACK OF APPROPRIATION 


Senator Young. What would happen if this amount of some $3 
million is not appropriated ¢ 

Mr. Woop. It would completely nullify the contracts which the coop- 
eratives have with the Government. They would be completely in- 
operative, and the cooperatives would not have the access to the inter- 
change of power with the facilities of the Government in these dams 
in the southwestern area; and the net result would be increased power 
costs, which it has been roughly calculated would cost the farmers 
in that several-State area anywhere from 2 to 3 million dollars an- 
nually in their wholesale power costs; and it could easily go above 
that. Because the reason behind all of this, Mr. Chairman, is this: 
Those dams are multipurpose dams. They have a limited amount of 
power, a very small amount of firm power, but that same amount of 
power can go a tremendous distance if used for peaking purposes. 

That is the reason why we endorse not only our co-op contracts, but 
we also endorse the power-company contracts; because both types of 
contracts bring into the picture thermal power, steam power in most 
cases, which can be used on a much higher load factor, securing more 
efficient operation of those plants, and peak those plants with the out- 
put of these dams. That is what our cooperatives seek to do, and 
that is what the power company contracts do. They bring in more 
and more steam power, so that this hydropower can be spread out fur- 
ther and further for peaking purposes and emergency standby. 


ADVANTAGES OVER STEAM PLANTS 


Senator Haypen. It is a fact, though, that that arrangement is ad- 
vantageous to the private power companies and to the cooperatives, 
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in that by obtaining this hydro peaking power you do not have to invest 
as much money in steam plants. 

Mr. Woop. That is correct. Because your steam plant operation is 
a costly, an increasingly costly operation, to provide your peaking 
power only with steam. 

It becomes extremely costly. And these dams are built for multiple 
purposes, and the hydropower is in them, and by stretching it out to 
the limit for peaking purposes, you reduce considerably the amount 
of investment ‘thet has to be made in steam facilities, not only for the 
cooperatives but for the power companies too, It is beneficial to all. 

And the net result, of course, is to the general public, because re- 
gardless of whether it is the cooperatives or the power companies, the 
members of the cooperatives and rate payers for the power companies 
pay the bill in the long run. 

Senator Dworsuak. Are you getting all of your power now for the 
REA’s from the Southwestern Power Administration ? 

Mr. Woop. No, sir. Most of these cooperative contracts will get 
into operation this year, and a majority of the cooperatives, a big ma- 
jority of them, presently are buying from commercial power com- 
panies. Some are now getting power from this type of exchange 
arrangement. By the end of this calendar year, if the continuing 
fund is approved so that all proposed contracts can be put into opera- 
tion, substantially 50 percent of the cooperatives in the area can 
receive the benefits of this hydro peaking power within their areas. 

Senator Dworsnax. Would this appropriation complete construc- 
tion of those lines that you deem essential ? 

Mr. Woop. Senator, there is some construction fund in there, a small 
amount. There are no new starts. And the appropriation for con- 
struction purposes, so far as I know, would complete facilities that 
the Government is building. 

The cooperatives, through REA loans, are building their transmis 
sion and generation facilities. And those loans that have been con- 
summated—I believe all of them can be built by the end of this calen- 
dar year. 

Senator DworsHak. You would not need a comparable appropria- 
tion next year, then. 

Mr. Woop. Not for construction. 

Senator DworsHak. For this continuing fund? 


CONTINUING FUND 


Mr. Woop. The continuing fund is an annual appropriation, Sen- 
ator. 

Senator Haypen. That is not used for construction at all? 

Mr. Woop. It is not used for construction. It is simply to carry out 
the power-exchange arangements with companies and cooperatives 
and municipals. 

Senator Ettenver. This amount is really advanced by the Govern- 
ment, and we collect it as it is received. 

Mr. Woop. That is right. It is collected as it is spent. 

Senator E:ttenper. And when that power is sold, it is collected 
back and goes into the Treasury ? 

Senator Young. It is undoubtedly a good system. But it is a com- 
plicated one. How many companies are involved here? 
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Mr. Woop. There are four companies at the present time who have 
contracts in operation. 

Senator Youne. Power companies? 

Mr. Woop. Yes, sir; commercial companies, 1 the Texas Power & 
Light Co., another involving 2 companies in Oklahoma, and I can’t 
give you their names, and the third contract involves Southwestern 
Gas & Electric Co., taking the output of a dam in western Arkansas. 

There was negotiated last year a contract that has not been ap- 
proved, the negotiations for which were participated in by 12 com- 
panies. Had that contract been consummated and approved, — 
stantially all power companies in the area would be integrated i 
an overall system of lines which would be beneficial to the whole area. 
But that contract has not been consummated. 



















CONFERENCE WITH SECRETARY AANDAHL 











We had a conference in Secretary Aandahl’s office this morning on 
it, and we are hopeful that something will work out that will permit 
further participation by the power companies, and at the same time, 
in asking for the continuing fund, we are very anxious, of course, that 
the cooperatives also stay in the picture. 



























EXCERPT FROM HOUSE REPORT 


Senator E..tenper. Mr. Wood, I notice here on page 3 of the 
House report that it was stated that of the $5,650,000 asked, $150,000 | 
was allowed, and that the amount allowed is to be used for the pur- 
chase of power and for the payment of wheeling charges under exist- 
ing contracts. 
In a letter dated April 6, the committee was advised by the chairman of 
the executive committee of the Southwestern Power System that the member 
companies in that system saw no need for the continuing fund appropriation, 
and assured the committee that the deletion of such fund would not in any 
way result in interruption or curtailment of service to any preference customer 
or other consumer on their systems. In this reply, dated April 14, the chair- 
man of the subcommittee advised the member companies of the Southwestern 
Power System that if the committee took such action, it would be due in part 
to this commitment made by the member companies in their letter and at the time 
of their appearance before the subcommittee on March 81, 1953. 
What have you to say to that? 
Mr. Woop. Senator, we think that letter is completely misleading. 
It is entirely an empty promise. And we think that the House maybe 
placed interpretations or implications in that letter which we say 
are not there. To us it is a completely empty promise, when it says 
only that there will be no disruption of service to the present : customers 
on the companies’ systems. It does not recognize that there are other 
preference customers in the area who also want to participate in this 
hydropower. It does not recognize or make any comitment that if 
this hydropower is made available to the companies they will pass 
on any of the benefits of this power to their customers. 
In fact, all it is, is a statement saying that the companies will do 
what the regulatory Commission requires, that they will give good 
service to their customers. 
Now, that, substantially is all it is, Senator. 
Senator ExLENperR. That is the way you interpret Mr. Wilkes’ letter ? 


Mr. Woon. Yes, sir. 
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Senator Evrenpver. Mr. Chairman, I suggest that we place in the 
record at this point the letter to which the House referred in the 
statement. 

It appears on page 497 of the House hearings. 

Senator Youne. That will be done. 

(The letter referred to follows:) 


SouTHWESTERN Gas & LiIcuT Co., 
Shreveport, La., April 6, 1953. 
SUBCOMMITTEE OF COMMITTEE ON APPROPRIATIONS 
FoR DEPARTMENT OF THE INTERIOR, 
House of Representatives, Washington, D. C. 
(Attention Hon. Ben. F. Jensen, M. C., chairman.) 


GENTLEMEN : As representative of the electric-utility companies in the South- 
west area appearing before your committee on Tuesday afternoon, March 31, 
1953, which companies are listed below, we hereby officialiy request your com- 
mittee in all fairness to the companies and the efforts of many of them to 

gotiate contracts with the Southwestern Power Administration (Department 
of the Interior) in the service areas of the companies, that all appropriations 
requested from the continuing fund for rental of transmission lines, for pay- 
ments under wheeling contracts, and for purchase of steam-electric power, be 
eliminated from this year’s appropriation, and that the continuing-fund lan- 
cuage be changed to agree with the wording of the Southeastern Power Admin- 
istration’s appropriation for last year (i. e., “to provide for emergencies and 
continuity of service” the sum of $50,000 per annum) as requested in the state- 
ment of Frank M. Wilkes before your committee on Tuesday afternoon, March 
31, 1953. 

If this is done, we hereby make the unequivocal statement that no individual, 
cooperative, or municipality now receiving service in the Southwest area covered 
by these companies will have any disruption to his or to its electrical service 
during fiscal 1954 by reason of the withdrawal of the appropriations from the 
continuing fund. The Oklahoma Gas & Electrie Co, and the Public Service Co. 
of Oklahoma are now operating under an agreement with Southwestern Power 
Administration made under date of July 13, 1950, and the remaining companies, 
whose names are listed below, will diligently pursue the negotiations with South- 
western Power Administration, and will use their best efforts to work out an 
honest and fair result of such negotiations, which will protect the interest of the 
preferred customers of section 5 of the Flood Control Act of 1944, as it now 
exists, subject, of course, to any amendatory action of the Congress, as well 
as the interests of the United States Government, its taxpayers, and the private 
electric-utility companies involved. 

Yours very truly, 
FRANK M. WILKES, 
Chairman, Executive Group of Electric-Utility Companies Appearing 
Before Your Committee on March 81, 1958. 


List of companies: 
Arkansas-Missouri Power Co. 
Arkansas Power & Light Co. 
Central Louisiana Electric Co., Ine. 
The Empire District Electric Co. 
Gulf States Utilities Co. 

Kansas City Power & Light Co. 
Louisiana Power & Light Co. 
Missouri Power & Light Co. 
Missouri Public Service Co 
Missouri Utilities Co. 
Oklahoma Gas & Electric Co. 
Public Service Co. of Oklahoma 
Southwestern Gas & Electric Co 
St. Joseph Light & Power Co. 


Senator Dworsnak. Did you appear before the House committee 
in connection with its consideration of this? 
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Mr. Woop. Yes, sir. But, of course, this letter of Mr. Wilkes’ w: 
mailed to the chairman of the committee after the hearings. It was not 
subject to even questioning or cross-examination by members of th« 
committee. There might have been members on that House committe; 
who would have liked to have questioned Mr. Wilkes on the effects of 
that offer. And, of course, there was no opportunity given for any- 
thing of that sort. 


FURTHER DISCUSSION OF CONTINUING FUND 


I would like to draw one other comparison that exists. It sound 
that the continuing fund is all for the benefit of cooperatives and mu 
nicipals, and such is not the case. Cooperative contracts provide for 
sale of power, were worded that way to the Government, and the pur 
chase of power from the Government. Company contracts call for a 
exchange of power. It is the same thing in the long run. If you give 
a product or a commodity for another product or commodity, it is the 
same thing as buying and selling, but it is an exchange. 

If the full benefits to the companies of their exchanges, as reflected 
in their contracts, were evaluated dollarwise, and were paid for instead 
of trading, then the continuing fund for the companies would like 
wise be a high amount, would be a large figure. 

Our contract could possibly be made to provide for exchange, and 
then the fund would be reduced. But in the net result it goes back to 
what we said a while ago, the the United States Treasury will get the 
same amount of money at the end of the year, regardless of whether 
you spend the money through the continuing fund and get compensat 
ing revenue, or whether you exchange product for product. We con 
tend that the end result would be the same. 


COOPERATIVES EXPENDITURES 


Senator DworsyaxK. Your various REA co-ops plan to spend almost 
$4 million for power during the next year ? 

Mr. Woop. That would be the Government expenditure with the co- 
operatives, The cooperative expenditures in that area would be larger 
than that. Because some cooperatives will not be involved in this par- 
ticular arrangement. They are buying direct. 

Senator Dworsnax. How many cooperatives ? 

Mr. Woop. Just about 50 percent of them; in round figures, there are 
over a hundred cooperatives in that area, probably 140 or 150, and 
probably about 50 percent in round figures would participate in this 
arrangement. ; 

Mr. Chairman, I have cut my statement short. I would be glad to 
answer any other questions. We want to cooperate in this time that is 
becoming so valuable today. I have a statement which was furnished 
to the committee clerk, and I would like to see that go in the record. 

Senator Youna. It will be placed in the record. _ 

(The statement referred to follows :) 


STATEMENT or Ernest C. Woop, CHAIRMAN, ADVISORY COMMITTEE ON POWER FOR 
THE SOUTHWEST 


Mr. Chairman and gentlemen of the committee, my name is Ernest C,. Wood 
I live at Chillicothe, Mo., and am manager of Farmers’ Electric Cooperative, Inc., 
a rural electric distribution cooperative, with headquarters office in that city. 
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I appear before you in my capa¢ ity as chairman of the Advisory Committee 
on Power for the Southwest, a voluntary organization of representatives of rural 


electric cooperatives and municipal utilities, with activities directed to prob 





of power supply and power requirement on the wholesale level Cooper 
and municipal representatives from the States of Arkansas, Kansas, Louisiana, 
Missouri, Oklahoma, and Texas participate in committee activities. 

Our apperance before you today is in behalf of the SPA continuing fund, 
which is the implementing factor in all arrangements for delivery of federa ly 
generated hydro power in the southwest area. 


THE POWER SITUATION 


This southwest area has been sorely plagued for adequate supplies of electric 


power for years. Power shortages still exist in many places. rhis, in spite of 
the construction of added generation and transmission facilities by commercial 
companies and by cooperatives during recent years Constantly increasing 


nower usage creates new areas of need, almost as rapidly as needs are satisfied 
by other areas. 

"Recently, the Texas Power & Light Co. has been desperately seeking 50,000 
kilowatts of capacity. During the past winter the Missouri Power & Light Co 
was purchasing power in small quantities of 1,000 to 2,000 kilowatts from the 
Chillicothe Municipal Utility. In western Oklahoma the commercial company 
negotiated for the surplus output of the steam plant of the Western Farmers 
Power Cooperative, even to the extent of increasing the plant capacity 

In north-central Missouri the Missouri Power & Light Co. has duplicated its 
major 33-kilovolt lines with new 69 kilovolt facilities In south-central Missouri 
the Sho-Me Power Corp. is securing SPA power into its new 69-kilovolt system 
over the newly constructed 161-kilovolt line, built from Bull Shoals Dam in 
Arkansas througzh Mansfield, Mo., by the Central Electric Power Cooperative, of 
Jefferson City, Mo. 

In northern Arkansas and southern Missouri the power supply for 3 to 5 
vears hence has become critical with recent contractual agreement to divert 
sull Shoals power to an aluminum plant now being constructed in western 
Arkansas. Contracts entered into between cooperatives and municipalities and 
the SPA in 1949, and during subsequent years, were predicated on the avail- 
ibility of Bull Shoals power. Accelerated construction of Table Rock Dam is 
mperative to assure that these contractual arrangements be not disrupted th 
consequent power curtailment to consumers on cooperative and municipal systems 





THE PREFERENCE CLAUSE 


The so-called preference clause is really a provision of equality, establishing 
equal availability to all to secure their return on the investment of their tax 
dollars in multiple projects, undiminished by private profit. It excludes no 
one: it merely defines the order of pur hases if there is more than one such 
purchaser. 

The preference clause is not new, It is a long-standing policy of our Federal 


Government. It was written into law way back in 1906 and has been supported 





by every Congress and by every administration since then, Republican or Demo 
crat. It has been reaffirmed and strengthened 10 different times by as many 
different sessions of Congress. As contained in the Flood Control Act of 1944 


it provides: Preference in the sale of such power and energy shall be given to 
publie bodies and cooperatives. 

The preference clause actually runs to the people, for cooperatives and public 
bodies are nothing more than combinations of the people themselves, formed 
to take care of their power needs without the intervention of commercial power 
interests. 

Men and women in their homes have a greater investment in the power busi 
ness than does any commercial utility or cooperative. It costs 2 to 3 times as 
much to buy the equipment to use the electiricty and wire the house as it does 
to buy all the equipment required to furnish it to the consumer. People are the 
Lig stockholders and are the ones in the final analysis who pay the whole bill. 

The Report of the Missouri Basin Survey Commission, resulting from extensive 
research and numerous public hearings held throughout the basin area and re- 
leased February 20, 1953, makes this comment: “The preference arrangements 
in existing law have operated in practice to direct federally generated power to 
the points of immediate need, where further electrical development would be 
most seriously restrained, if not prevented entirely, without it. 
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“In the Missouri Basin the priorities to preference customers also reasona 
insure that Federal power reaches, in fact, the domestic and rural consum« 
it is intended by law to benefit.” 


PUBLIC OW NERSHIP 


The recognition of the rights of people in the preference clause is based on 
public ownership of natural resources. Such ownership is in people—the m« 
and women who comprise the Nation; not in Government, nor in commercia 
enterprise. Democratic Government is entrusted by its citizens to be the trus 
tee, or custodian, of the properties of such citizens and is responsible to th: 
for the handling of such properties. 

Actually what the Government owns, the people own. This, also, is not ne 
rather it has been recognized since Colonial days. In volume 1 of the United 
States Statutes an ordinance for the government of the territory of the United 
States northwest of the River Ohio was adopted July 13, 1787, as follows: Artic 
IV—“The navigable waters heading into the Mississippi and the St. Law 
rence * * * shall be common highways and forever free.” 

President Theodore Roosevelt advocated : “Any plan for utilizing inland water 
ways should * * * look to the full use of our running waters * * * for the 
benefit of the people as a whole.” 

Just as public ownership of inland waterways is recognized in the Flood 
Control Act, many other activities of the Federal Government also recognize 
public ownership. It is recognized in making public lands available first to the 
homesteader, who will accupy and use the land himself. It is recognized in 
Government operation of national parks, rather than turning them over to 
profitmaking organizations for operation. It is recognized in making surplus 
foods available to school children, for free or cheaper lunches, in public and 
nonprofit cooperative schools, but not to private schools operated for profit. 

Our farmers and others, in the southwest area, as individual citizens of their 
Government, look to that Government to exercise its trusteeship, with respect 
to hydro-electric generating facilities operated by the Government in the South 
west, to the maximum benefit of its citizens. There should not, and need not, 
be allowance for profit-exploitation ; rather, policies should be carried out which 
will encourage the most widespread use by the people at the lowest cost. 


















































POWER INTERCHANGE 





ARRANGEMENTS 





The mere writing of the Foold Control Act does not accomplish the end result 
Congress blueprinted the pattern by which the public shall be allowed access 
to the electrical output of publicly owned facilities. There must be construction 
and/or acquisition of_facilities, or acquisition of the use of facilities, to provide 
for delivery of the power to the people. 

The Flood Control Act of 1944 provides: Electric power and energy generated 
at reservoir projects * * * shall be delivered to the Secretary of the Interior, 
who shall transmit and dispose of such power and energy in such manner as to 
encourage the most widespread use thereof at the lowest possible rates to con 
sumers consistent with sound business principles * * * The Secretary of the 
Interior is authorized, from funds to be appropriated by the Congress, to con- 
struct or acquire, by purchase or other agreement, only such transmission lines 
and related facilities as may be necessary in order to make the power and energy 
generated at said projects available in wholesale quantities for sale on fair and 
reasonable terms and conditions to facilities owned by the Federal Government, 
public bodies, cooperatives, and privately owned companies. 

The most widespread use * * * at the lowest possible rates to consumers con- 
sistent with sound business principles can only be achieved through a maximum 
of integration of thermal generation with the hydrogeneration in the SPA area. 
The power produced at these multiple projects is best utilized as peaking power, 
supplementing thermal generation, and as peaking power it becomes more valu- 
able, resulting in greater income from investment by the Government. As peak- 
ing power its use can be spread over a much greater area, with benefit to more 
people. It contributes to decreased overall costs of generation because of in- 
creased efficiency of thermal generation, base-loaded around the clock, and 
reduced installation investment resulting from elimination of peaking and 
standby generators, again resulting to the benefit of the people. The combined 
result markets the hydropower in the interests of sound business principles. 

To accomplish these beneficial results SPA has entered into contractual agree- | 
ments with four commercial power companies for interchange and delivery of 
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power. These contracts result in integration of hydro and thermal generation 
and increase available capacity in the area, resulting in lower energy costs for 
all. 

Also, SPA has entered into contractual agreements with seven generation and 
transmission cooperatives for interchange and delivery of power. These contracts 
achieve the same desirable results as do the contracts of the commercial power 
companies. 

THE CONTINUING FUND 


Differences in methods of accounting for power and energy exchanged, pur 
chased and sold under the terms of these two groups of contracts have resulted 
in a much propagandized reflection of favoritism to the cooperative groups, in 
that the requirement for the continuing fund is so much greater to effectuate 
the cooperative contracts as compared to the company contracts. A detailed 
analysis of the values of all exchanges, purchases and sales under each type of 
contract, proves this reflection to be completely erroneous. 

The commercial power company contracts with the SPA provide for delivery 
by the SPA, into the system of the company, certain quantities of capacity and 
electric energy, with the right of the SPA to recapture, from the company sys 
tem, specified maximum quantities of capacity and electric energy for resale. 
The recapture of capacity and electric energy by the SPA from the company 
system is specified in the contracts to be in lesser quantities than is originally 
delivered into the company system by the SPA. Payment is made, to a substan- 
tial extent, by the return of electric power and not by cash payment. In addi 
tion, a rental-of-facility payment, in the form of wheeling or delivery fee, is 
paid by the SPA to the company. 

The generation and transmission cooperative contracts provide for purchase 
by the SPA of the full output of the cooperative generating plant, and for sale 
to the cooperative of its full requirement of electric power and energy. The com 
plete service of each party to the other, by these contracts with the generation 
and transmission cooperatives, is paid for in full by cash transaction, including 
dollar evaluation of any real or imaginary service. 

Power company contracts, authorizing an exchange of electric power, with 
only partial dollar evaluation for services, do not meet the requirement of Con 
gress that all receipts from the transmission and sale of electric power and en- 
ergy, generated or purchased, shall be covered into the Treasury of the United 
States as miscellaneous receipts. 

Power company contracts with the SPA should be analyzed and a dollar 
and cents yalue placed on every kilowatt of capacity, every kilowatt-hour of 
energy, every component of electric power and/or energy and on every service, 
real or imaginary, rendered by either party to the other. Full payment should 
be made for all exchanges and services by each party to the other and ac- 
counting records should so reflect the full scope and value of all transactions. 
Bartering should be eliminated from contracts by the Government, as the trus- 
tee of its citizens. 

THE ARKANSAS COURT CASI 


In hearings before the Interior Subcommittee of the House Appropriations 
Committee, relative to the SPA continuing fund, considerable emphasis was 
placed on an opinion contained in an unidentified memo, which reads as follows: 

“Tt seems this fund can be largely, if not totally eliminated, since the Arkan 
sas Supreme Court has held that SWPA has no legal right to purchase power as 
such.” 

This opinion suggests that the provision in Arkansas State laws, which do not 
provide that a Government agency can purchase power from a cooperative, is to 
be construed as being applicable to the cooperatives in other States. Such is 
not actually the case. 

Chapter 394, Revised Statutes of Missouri, 1949, section 394.080 provides as 
follows: 

“394.080—PoOWERS OF COOPERATIVE.—A cooperative shall have power (4) to 
generate, manufacture, purchase, acquire, accumulate, and transmit electric 
energy, and to distribute, sell, supply, and dispose of electric energy in rural 
areas to its members, to governmental agencies and political subdivisions, and 
to other persons not in excess of 10 percent of its members.” 

Statutes of the State of Oklahoma, governing cooperatives, contain provisions 
similar to the above, as quoted from Missouri law. 
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ACTION BY THE 





HOUSE 


The House, acting on the advice of its appropriations committee, approved the 
continuing fund for the commercial power companies; it disapproved the « 
tinuing fund for cooperatives and municipals. This action by the House re 
verses the requirements of the Flood Control Act and would make the com 
mercial companies the preference customers in fact; the sole distributors 
Federal hydroelectric power in the Southwest. 

House committee action and recommendation is alleged based on a secret 
offer, received by the committee from J. Frank Wilkes, as spokesman for Sout! 
west area commercial companies: an offer made after the hearings were closed, 
thereby not being subject to exposure by questioning and cross-examipation 

Acceptance, by the committee, of the offer from Mr. Wilkes is incomprehet 
sible. The offer is ambiguous, misleading, and discriminatory and clearly spells 
out the selfish motives and greed of commercial companies. In substance their 
offer stated that the companies saw no need for the continuing fund appropria 
tion, and assured the committee that the deletion of such fund would not in an) 
way result in interruption or curtailment of service to any preference customer 
or other consumer on their systems. [Italic supplied.] 

Not only do the companies excinde their cooperation in delivery of SPA pow‘ 
to-the scores of cooperatives and municipals, that are within service distance « 
their systems, but they also fail to indicate any intention of passing along the 
benefits of SPA hydropower rates to their customers. 

It is a completely empty offer by the companies, with nothing promised beyond 
normal obligations of service and seeks only to deny to cooperatives and munici 
pals their rightful participation in use of SPA power. 


SUMMARY 


To fulfill its obligations on both types of contracts, the SPA, as authorized by 
the Congress each year, pays its obligations for power exchange and delivery out 
of an earnings—continuing fund. As an earnings expenditure its use results 
in greater income to the United States Treasury and more rapid amortizatior 
of investments in facilities. It is just as simple as for the farmer to spend 
money for fertilizer for his corn crop, the final result being increased yields 
The expenditure of the continuing fund is fully recovered each year with result- 
ant increased profit to the Government. 

The use of the continuing fund for the cooperatives has been much greater 
than for the commercial companies. This by reason of the fact that use of 
cooperative lines and exchanges of energy with cooperatives are evaluated and 
paid for in dollars. In almost complete contrast the same transactions with 
commercial companies are bartered for by allowing compensating blocks of 
free capacity and power and by compensating exchanges of kilowatt-hours. 
Part 4, pages 498 through 498 of the hearings before the House Interior Sub- 
committee, on March 31, 1953, contains testimony of company witnesses which 
sets forth in detail this scheme that results in trading and swapping, to avoid 
making public, in simple detail, the dollar values to the companies resulting 
from their contracts. 

Failure by Congress to approve the continuing fund would make inoperative 
the various contracts, presently in force. Its absence would reestablish com- 
mercial power company monopoly at the bus bars—they would not have to 
negotiate, in a competitive manner, for the hydropower, but could name their 
own price. And the Government would secure less revenue from the sale of 
its power through the SPA. Farmers—millions of them—would pay more for 
their wholesale power. Plans and programs built up over a period of 10 years 
world he noullified. 

Coupled with these losses would be loss of the rights of people to utilize a 
product, without interference—a product of the rain that falls on the farms and 
runs into the rivers, This publicly owned resource should not be allowed to be 
removed from public use through such connivance as was attempted by the 
commercial companies in their approach to the House Interior Subcommittee. 

Our committee has repeatedly endorsed the SPA contracts with the commer- 
cial power companies, so long as they reflect the provision of the Flood Control 
Act of 1914, as amended. We recommend that the company contracts be changed 
to reflect evaluation of all exchanges and services, payment therefor to be made 
in cash and that record reflection of such transactions be fully established. 
We firmly believe in the theory of live and let live and seek to maintain the 
right to live, powerwise. 
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Our committee actively supports an adequate continuing fund to enable the 


SPA to make payments under interchange, lease, purchase, and sales contracts, 
heretofore entered into in good faith with commercial power companies, rural 
electric cooperatives, and municipalities, which is the implementing part of the 
Flood Control Act of 1944, as amended. 

Contracts, involving quantities of power here being considered, are normally 
subject to a minimum of 2 to 3 years notification of termination or major change 
In complete contrast the action of the House, if sustained in the Senate, would 
result in absolute termination of cooperative and municipal contracts: with no 
notification. The Congress should accept the moral responsibility of extending 
to cooperatives and municipals the same business consideration; not cut them 
off at the pockets, so to speak, and throw them to the merciless greed of the 
companies. 

We respectfully request the favorable approval, by your subcommittee, of the 
full amount of the continuing fund for the SPA and recommendation for its 
approval and passage to the full committee and the Congress. 

Thank you. 


Mr. Woop. If that is agreeable. then, I would defer. 

We have scheduled witnesses, but I notice we have two Senators 
here from our area, and I think they might be asked to comment. 

Senator Younc. Senator Kerr ? 


STATEMENT OF HON. ROBERT S. KERR, A UNITED STATES SENATOR 
FROM THE STATE OF OKLAHOMA 


PREPARED STATEMENT 


Senator Kerr. I would like, if I may presume, to get a statement in, 
Mr. Chairman, and then go back to the floor, where [ am going to 


, 
try to get the opportunity to say a few words. 

Senator Younc. We would be very happy to have you proceed, 
senator. 

Senator Kerr. I would like to have my statement introduced and 
made a part of the record, Mr. Chairman, and I will try to summarize 


it as briefly as I know how. 

As I view the action of the House, if it is carried out, it will mean 

chat Congress is trying to force a shotgun wedding between the REA 
? w. 4 * 

co-ops and the private utilities, when the REA co-ops are deathly 

afraid of the private utilities, and when the private utilities, as I see 

it, have only rape and larceny in their hearts for the co-ops. 

You know, Mr. Chairman, the basis of a shotgun wedding is the 
manifestation of some desire for and contact with each other. That 
does not exist in this situation. 

Senator Youne. You would consider this a rather rough arrange- 
ment; would you not ? 

Senator DworsnaKk. You do not have that kind of wedding down 
in Oklahoma, do you? 

Senator Kerr. Not unless Congress imposes it upon us, Senator. 
We will not do it voluntarily, and we beseech and earnestly request 
the strong right arm of our great friend here in helping save us from 
the ignomy of such a situation. 

Under provisions of this Congress, and in the manner directed by 
Congress, the Southwestern Power Administration has entered into 
certain contracts for the purchase of power, for the sale of power, and 
for the use of transmission lines, which are the property of the REA 
electric co-ops in Oklahoma. 
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REVISED BUDGET 


The appropriation asked for, for the continuing fund, in President 
Eisenhower’s budget, is $3,736,000. 

Senator Youne. Is that sufficient to do the job? 

Senator Kerr. As I understand it, on the basis of the informatior 
they have given me, their statement is that that would be sufficient 
That is not an expense, Mr. Chairman. 

In 1949, I sponsored an amendment, which was passed by the Cor 
gress, giving the Southwestern Power Administrs ation authority t 
operate on a basis that an appropriation from the National Congres 
was unnecessary except for a very limited amount. It set up a revoly 
ine fund, out of which Southwestern Power bought and paid for 
electric energy, and into which was deposited the receipts that came t 
them when they sold that electric energy. 

Men here will remember that a dec ided effort was made, a successful 
effort was made, I believe last year or the year before, to strip the 
Southwestern Power Administration of that authority; because Sen 
ators took the position that it denied to Congress the exercise of that 
which they claimed was their sole jurisdiction, of reviewing the 
amount of money that was to be appropriated, and determining it 


the basis of hearings at each time an appropriation bill was cor 
sidered and passed. So, it was provided in such a way that money wa 
made available to the Hoathwentets Power Administration to buy 


and pay for what power it purchased out of this musuttintitn, and 
then fixing it so that, as it received money, that went directly into the 
Treasury of the United States. 


RETURNS TO TREASURY 


Now, actually the Treasury would receive more than this $3,736,000 
back from the sale of power by the Southwestern Power simultaneous 
ly with the operation whereby Southwestern Power Administration 
used and expended this appropriation. So that actually it is a book 
keeping item. Actually it is working capital. It is not an expendi 
ture or an expense which goes out, for which nothing is received 3 
return. 

Now, as I say, on the basis of the enactments of the Congress, these 
contracts have been entered into; and on the basis of those contracts 
REA’s in the Southwest are dependent upon a continuation of this 
program for their power. A number of cooperatives in Oklahoma 
have, under authority of the Congress and money received by loan 
from the Rural Electrification Administration, built a steam plant, 
one that was vitally needed to give the rural electric co-ops in Okla- 
homa a supply of power, on a basis of plenty of power at reasonable 
cost. The existence of that plant, on the basis as planned, its opera- 
tion as planned and set up, its repayment of its loan to REA in Wash 

ington, as agreed, are all dependent on the working out of that con 
tract, which has been entered into under authority of the Congress. 

Now, then, if this continuing fund is denied, that means that Con- 
gress repudiates its own action, which it, itself, compelled actually, 
which these rural co-ops and Southwestern Power did not seek and 
did not w ant. They were abundantly cared for with the revolving 
fund provision, without these annual appropriations. They were put 
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on this basis by the action of Congress. But now they are on it. 
And if this continuing fund is denied them, they W l] be con peited t 
do that whch, in my judgment, will disrupt the flow of power to these 
REA’s, which will increase their cost at least 50 percent, wh h will 
either bankrupt this Western Electric Co-op in Oklahoma (the steara 
generating plant), or cause it to have to double the price it pays Tor 
its power ; which will put it in an uneconomic position, instead oO} 
being in the very advantageous economic position 1 which it now 
finds itself. 
CONTINUING FUND 


The program will be carried out with the continuing fund on a 
basis to which the utilities in Oklahoma have agreed. And I want 
to sav to this committee that those utilities fought for the agreement 
that they now have. They sought my cooperation and that of my 
colleague in the Senate, and of our colleagues in the House, to br ing’ 
pressure to bear upon the Interior Department and the Federal Power 
Commission to approve the contracts which they now have, and under 
which they operate. And the whole program ties into this appropria 
tion of this continuing fund, which is not an expense, but working 
capital, every bit of which and more will be returned before the amount 
appropriated is expended. 

Senator Youne. What is the argument put up by the proponents of 
this cut, other than what is in the report? The language in the report 
really does not explain in much detail. 

Senator Kerr. In the first place, Mr. Chairman, this action wa 
taken on the recommendation of some other utilities in the Southwest 
who do not serve our area and who are seeking to dictate the power 
policy of this Government. That is where this movement comes from 
This movement did not generate in the minds of the rural electric 
co-ops or Southwestern Power nor the Oklahoma companies, nor, so 
far as I know, any of the representatives of the people of my State in 
the National Congress. And it is calculated to result first in restoring 
undue advantage to the private utilities. It is calculated to result in a 
situation where they will be permitted to control and be the sole pur 
chasers of Government power at the bus bar at their price. 

It is calculated to result in a situation where they will be the sole 
supplier of power to the REA, which they spurned, and which they 
sought to prevent being developed, and which they branded as 
uneconomic. 

In other words, it would result in their having the advantage both 
of the Government and of the creatures of the Government; where 
they and they alone could purchase Government power at the bus bar, 
and they, and they alone could sell and deliver and furnish power to 
the REA’s. 

PURPOSE OF CUT 


Now, you asked the purpose of the cut. That is the purpose of th 
cut. The purpose of the cut is to destroy contracts between South 
western Power and these REA co-ops, which have been developed on 
the basis that will give the Government the most for the power that is 
gene rated, enable it to be used in accordance with the mandate of the 

Jongress that made it possible, and on the basis of its being available 
to the preferred customers of the REA and the municipalities at a 
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reasonable price. I must say it is very profitable to the Government, 
and far more than these utilities intend to pay the Government. 

I do not know where Mr. Wilkes’ letter is, Senator, because I do not 
know what the date is. 

Senator Ettenper. April 6, 1953. That is the letter upon which thi 
House made its determination. 

Senator Kerr. Well, I understood that Mr. Wilkes later withdrew 
one letter he wrote. I understood that he first wrote a letter up here, 
in Which he said that they would be willing to furnish power to Gov 
ernment customers, and carry out contracts, ard so forth. I have not 
read this letter. 

Senator ExLenper. I did not know anything about it, but that is the 
letter upon which the House committee based its decision to eliminate 
this fund, 

Senator Kerr. Well, I understand that Mr. Wilkes later told South 
western Power that he was not ready to negotiate a contract on this 
basis, that they aimed to negotiate a contract on the basis of their 
purchasing the power at the bus bar. 

I want to tell you, Senator: If this Congress compels these RE. 12 
to a position where they are at the mercy of these utilities, they have 

ick down the creature of their own hand, which has been erec ted 
ae in response to the most universal demand of the people of any- 
thing that I know of. 

Senator YounG. Some power companies get themselves in an un 
reasonable position at times. They can be very helpful to REA and 
it the same time can make money by doing so. Unfortunately, some 
power companies from time to time do unreasonable things. That 
has been my experience with them. 

Senator Kerr. I can show you in this record statements by some of 
the men represented by Wilkes, and I am not sure but by Wilkes 
himself, in other hearings, where they made the statement that they 
would never become criminals in representing their STOK kholders 
and entering into any such contract as he says here he wants. I can 
show you that in the record of REA hearings before this Congress. 
(nd to force these REA’s into a position where that kind of a thing 
s the only thing the ‘vy have to lean on would be like sending them out 
in the dead of winter naked, and in the position of getting clothing 
only if their worst enemy would fight through a winter storm to get 
it to them. 

Senator Youne. Judge Hayden, here, has been sitting as a sort of 
arbitrator on this committee for years, as to whether the REA should 
be permitted to do something or the power company should be given 
the authority. 

Senator Kerr. Why, Mr. Chairman, the continuing fund on the 
basis that it is now sought and is recommended in the Eisenhower 
budget was the creature of the utilities in my area when they sponsored 
it as a substitute and as an alternative to the revolving fund authority 
which the Congress passed in 1949. That which they now seek to 
rike down was brought about, Senator, by their own efforts. 
Senator ELLenper. | am familiar with that, Senator. 

Senator Kerr. Am I misstating the record ! 
Senator ELLeENpgeR. No, sir. 
Seuntor Youna. Does that complete your statement, Senator ? 
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Senator Kerr. It does, with the understanding that the statement 
will be placed in the record. 

Senator Youna. Yes, sir. 

Senator Kerr. I thank the Senators and the committee very, very 
much. 
And I thank you, Senator, for your suggestions. 
(The statement referred to follows :) 


STATEMENT OF SENATOR RopBert S. KERR IN BEHALF OF APPROPRIATION FoR SPA 


The Southwestren Power Administration is now the distributor of power fron 


five Federal multipurpose dam projects in the Southwest rhey are operating 
under section 5 of the Flood Control! Act of 1944 In order to carry out the 
provisions of the act relating to preference customers, they have entered into 


contracts With the power suppliers of the area so as to utilize peaking power at 
the hydroelectric projects, integrated with thermal generating capacity of others 
Likewise, the contracts nelude utilization of the tranmission facilities 
mutual use of the contracting parties concerned 

Under existing contracts with the Texas Power & Light Co., Public Service Co 
of Oklahoma, Oklahoma Gas & Electric Co., and Southwestern Gas & Electric Co., 


SPA is serving 18 electric cooperatives, 13 municipalities, 2 defense installat 
d various essential industries In addition, contracts for exchange of power 
have been made with six G. and T. cooperatives. The net eontractual commit 


ments require 495,000 kilowatts 
In order to carry out the contractual obligations of the SPA with private 


utility companies, the G. and 'T. cooperatives, and municipalities, it is necessary 
that a continuing fund be provided. This continuing fund has been the subject 
of considerable controversy. I am advised that the Truman budget set up $5, 
690,000 for the fiscal year 1954 However, due to the Arkansas Supreme Court 


decision and construction delays, the Kisenhower budget, | am advised, contains 
$5,736,000 for this item. 

The House Appropriations Committee provided “not to exceed $150,000." If 
this amount were allowed to stand without increase, it would result in the abroga 
tion of agreements already reached for the Integration of the various electric 
systems in the Southwest it could eventually make necessary the construction 
of millions of dollars of transmission lines in order that the SPA might carry 
out the provisions of the 1944 Flood Control Act it would raise the rates of 
electricity for rural electrification customers on G. and T. systems by at least 
oO percent. It would give the private utility companies an opportunity to ter 
minate the contracts with SPA for the transmission of power generated at hy 
droelectric facilities in the Southwest to preference customers. 

Obviously (after reading the House report and the hearings) the House com 
mittee is opposed to the leasing operating arrangement between the G. and T 
co-ops and SPA, and hope for some arrangement whereby the private companies 
will be completely integrated with G. and T’s, REA’s, municipalities, and SPA. 
Is such a contract in existence? Is it being negotiated? Of course not. The 
existing contracts are between the G. and T.’s and SPA, and between the Okla 
homa companies and SPA. Neither can legally replace the other. 

The SPA continuing fund necessary to carry out presently existing contracts 
was appropriated by Congress for the fiscal year 1953, after Congress itself 
decided that it was best to have such an arrangement than provide a revolving 
fund to carry out the terms of SPA’s contracts. Congress promised to furnish 
the funds on an annual basis, to the extent needed by SPA to do business 
both with the G. and T.’s and the Oklahoma companies. It was assumed by 
everyone that the existing contracts were satisfactory and would be continued 

I quote from a manager of an operating G. and T. co-op on this subject: 

“Now it seems, so far, that the House side of Congress does not want South 
western Power Administration to carry out the contracts with the power 
cooperatives ; in fact, the reduction of the continuing fund cancels our contracts 
July 1, 1953, without any substitute arrangement to continue operations 

“Tt took 4 years of work, planning, and building our system to conform to and 
be workable under the present contracts; now, nearly overnight, the House in 
Congress cancels our contract by reduction of the Southwestern Power Admin 
istration’s operating funds without a concrete alternate plan 

“This certainly is a major jolt and setback to nearly 250,000 farm owners who 
expected to get electric power under these present contracts. 
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“The cooperative people in this area are not rabid advocates of public power 
and certainly do not relish the thought of going to Congress every year to fight 
for an appropriation for Southwestern Power Administration to fulfill contracts 
So we ask now, what is the intent of Congress? 

“Tf Congress has any solution for solving the power needs of preferred users 
in the rural area that is better than the present method and conforms to the 
Flood Control Act of 1944, we would gratefully welcome such proposal. 

“If Congress wants us to make other contractual agreements with the South 
western Power Administration, then common business principles and ethics would 
dictate the continuance of the present contracts for at least 1 year during which 
time other satisfactory contracts could be concluded. 

“Our power cooperative, costing $14 million, is geared and planned to be in 
full operation by June 1953, only a few weeks off, and since the Southwestern 
Power Administration leases and operates our lines, we have no operating per 
sonnel to take over on July 1 if the contracts expire. 

“To avoid serious repercussions and disruptions of electric service to thou 
sands of farm homes; to provide some time for employment of operating per 
sonnel; to provide time to negotiate satisfactory substitute agreements; to avoid 
sudden, forced, inefficient transition to new methods of operation, we seriously 
request sufficient funds be made available to the Southwestern Power Adminis 
tration for 12 months’ continued operation of our present contracts, during which 
time other operating arrangements will be made to permanently eliminate the 
use of future continuing funds or appropriations.” 

Does Congress want to force a shotgun wedding between REA co-ops and 
private utilities when the one is deathly afraid of the other and when the other 
has only rape and larceny in their heart for the one? 

In setting up the request for $3,726,000, it was estimated that the purchase 
of power from the utility companies would amount to approximately $173,000 
that the purchase of power from G. and T. cooperatives would amount to approxi- 
mately $2,400,000 ; and that the rental of transmission facilities from the G. and T 
cooperatives would amount to approximately $1,185,000. If the continuing fund 
is not allowed, the G. and T. cooperatives will be required to operate transmission 
lines and transmit their own power over their own facilities to their REA member 
organizations. If the continuing fund is allowed for this purpose, the facilities 
of the utility companies and the SPA will be utilized for the transmission of 
surplus power generated by G. and T.’s to other power users. 

For every dollar that is used from the continuing fund, that dollar and the 
“profit” made in the sale and wheeling charge on each kilowatt returns to the 
United States Treasury. The continuing fund is “working capital,” it is “inven 
tory” with which SPA makes a profit for the Government. In addition, it is the 
“stock in trade” by which the Government receives the payment for its investment 
in dams and transmission facilities, operation and maintenance costs, deprecia- 
tion, interest, replacement, and profit. It is the means by which the G. and T 
co-ops Will amortize their investment and repay their loan to the REA. If the 
continuing fund is denied, the REA’s, all 18 of them, will be forced to extend 
the time of repayment on their loans and raise the rate of energy to their 
customers. 

It has been argued that the Arkansas Supreme Court decision, which held 
that the G. and T. coperatives in Arkansas had no legal authority to contract for 
the generation and distribution of their power through arrangements with the 
SPA, should likewise nullify similar arrangements with G. and T. cooperatives 
in Oklahoma and Missouri. The private utility companies have brought action 
in the courts of the District of Columbia to determine the legality of such 
contracts. As yet, the court has not handed down a decision and until such a 
decision is reached, the continuing fund for operation should be allowed, 

It should be remembered that, prior to the contractual arrangement between 
the G. and T. cooperatives and SPA, that the Solicitor of the Department of 
Agriculture, and the Department of the Interior, as well as the Bureau of the 
Budget, had approved the contracts. Therefore, we must assume, notwithstand- 
ing the pending court decision, that SPA and the cooperatives were legally 
authorized to enter into such contracts, 

On the other hand, if the court decision determines that the contracts are 
illegal, the moneys allowed for the continuing fund will not be used and will flow 
into the Treasury of the United States as miscellaneous receipts, as does all 
revenue received by the SPA for the sale of energy distributed by them. 
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I would like to point out the language in the justification for the continuing 
fund, which is as follows: 


“JUSTIFICATION—CONTINUING FUND 


“Power purchases, service charges, and rental of facilities, $3,736,000—Ex 
penditures to be incurred in fiscal year 1954 under the continuing fund are based 
upon contractual arrangements for the purchase and sale of power, including 
service charges for transport of power with private utilities in the area, and for 
purchase of power and lease of transmission lines from power cooperatives in the 
area. Estimated fund requirements by activity are listed below: 


‘ : ‘ 
r a _ 
‘ and siovemmiieaien : 
} s 

1. Oklahoma utility companies - . dundecnttinin ot jon $112, 8C0 ocen--se $112, 800 
2. Other utility companie coretaemall on . 60, 9C0 o---- 60, 900 
3. M. and A. Electric Power Cooperative j ‘ 25, 100 Seve oe 25, 100 
4, Central Electric Power Cooperative . 6, £00 $5.03, OOF 1, 239, £00 
5. Northwest Electric Power Cooperative. é 900. 000 73, OO 1 073 COO 
6. Western Farmers Electric Cooperative os 715, 70 540), (it 700 
KAMO Electric Power Cooperative et _ », OO 69, (00 
Total. ae 1 ‘ade anniied iia 2 551. 000 1, 185, 001 3, 736, 000 


“Contracts have already been executed with each of the above power suppliers 
and users except for a group of 12 private utilities set forth in the tabulation 
above as “Other utility companies.” A proposed contract with these companies 
has been submitted to the Secretary of the Interior for his consideration 

“The estimated fund requirements by private utility and cooperative have been 
calculated in accordance with provisions within each individual contract.” 

House action, apparently, was taken on the basis of testimony by the 12 utility 
companies with which SPA are now negotiating for a contract. These companies 
urged that the continuing fund not include funds for the purchase of power and 
rental of transmission facilities from the G. and T. cooperatives on the basis of 
the Arkansas Supreme Court case and their wishful thinking that the District 
of Columbia Court would hold that contracts were without legal status. Further, 
they testified that the continuing fund was not necessary for the purchase of 
power and service charges with the private utilities with which SPA have con- 
tracted, notwithstanding that the testimony further indicated that SPA paid the 
Oklahoma companies $70,466 under terms of the existing contract between that 
company and SPA for the year ending February 28, 1953. The companies further 
argued that by elimination of the continuing fund, any obligation of the Gover! 
ment accruing to the companies can be paid in kilowatts of power rather than 
money. This makes a good argument on the surface but on the basis of the 
shortage of power available in the Southwest to the REA’s and preference cus 
tomers, it is not clear where the SPA would get the additional power to pay this 
obligation in lieu of dollars from the continuing fund. 

I urge the inclusion of the entire $3,736,000 in order that the contracts which 
the SPA have worked so diligently to bring into effect may not be nullified and 
in order that the REA’s in the Southwest may secure adequate power to provide 
for the expansion both in the number of customers and the kilowatts per cus 
tomer, which is so urgently needed. 


Senator Monroney. I have a statement, Mr. Chairman, that I 
would like to make before the committee adjourns, but I certainly 
would like to have an opportunity given first to these men who have 
come such a long way. 

Mr. Woop. We would like next to hear from Mr. L. R. Burrow. from 
Oklahoma. 

Senator Youne. Mr. Burrow, would you like to have your state 
ment placed in the record, and highlight it ? 
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WESTERN FARMERS ELECTRIC COOPERATIVE, ANADARKO, OKLA, 





STATEMENT OF L. R. BURROW, MANAGER 





GENERAL STATEMENT 





Mr. Burrow. Well, I have so many changes in here, Mr. Chair 
man, that I would like to use it kind of as a brief outline, and I have 
some other things that have developed since I came in to Washington 
that I certainly want to get into the record, Mr. Chairman. 

Senator Younc. Thay may be done. 

Mr. Burrow. Mr. Chairman and gentlemen of the committee, I am 
L. R. Burrow, manager of the Western Farmers Electric Cooperative, 
of Anadarko, Okla. 

The Western Farmers Electric Cooperative is a generating and 
transmission cooperative, and a private corporation, incorporated 
under the laws of the State of Oklahoma on the 28th day of February 
1941. 

[ am here today for the purpose of inviting your attention to the 
urgent need for the restoration of the full amount of the administra 
tion’s budget request for the continuing fund of the Southwestern 
Power Administration for the year 1954, aggregating $3,736,000. 


EFFECT OF HOUSE ACTION 


I regret that the House committee which deleted the continuing 
fund for the generating and transmission cooperatives apparently did 
not realize what a grave threat their action poses to the rural electri 
fication program within this six-State area, 

Western Farmers Electric eam is now in the process of 
placing in operation its 30,000-kilowatt electrical steam generating 
plant at Anadarko, Okla., and energizing a segment of its transmis- 
sion lines. This cooperative is constructing a total of 950.5 miles 
69-kilovolt transmission line in western Oklahoma; we have com- 
pleted the construction of 532.5 miles; we have under contract and 
construction 242 miles. There remains a total of 176 miles yet to 
be placed under contract and construction. 


PURPOSE OF PROGRAM 


The program is being built for the purpose of supplying low-cost 
wholesale electrical energy to the load centers of our 11 member 
cooperatives out of loan funds obtained from the Rural Electrifica- 
tion Administration. 

Senator Youne. Mr. Burrow, this item of $3,736,000 is the only 
one you are appearing in behalf of ? 

Mr. Burrow. That is this Administration’s budget request. 

Senator Youne. And that is the only item you are appearing here 
in behalf of ? 

Mr. Burrow. Yes, sir. That is exactly right, sir. 

I am sure this committee is acquainted with the background and 
the reasons why it was necessary for us to build this generating plant 
at Anadarko. However, briefly, I would like to restate for the record 
two reasons. 
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EXCESSIVE RATES 


First, in 1941, the wholesale power rate b elng Cc hs arge “cl th 1e coopera 
tives in western Oklahoma was prohibitive to the extent that should 
the cooper: itives be required to continue to pay that rate 

Senator Young. What was the rate 

Mr. Burrow. It varied from 32 wails. I understand, to 15 mills 
They would be faced with 2 alte oo (1) Either to abandon the 
cooperative, or (2) to raise the retail rates so high to the rural areas 
they serve that it would utterly ta the aims and purposes fo 
which the Rural Electrification Administration was established. 

Senator Youne. What is the cost of gener: iting power at your 
plant ¢ 

Mr. Burrow. Well, Mr. Chairman, under our present rates and un 
der our present operating agreements with SPA, under our present 
contracts that we have with SPA, it w ill cost us approximately 3 mills 
to generate power. That is our generating cost. 

Senator Youne. What fuel do you burn? 

Mr. Burrow. Gas. Under our present contractual arrangement, it 
would be approximately 3 mills to generate that power. 

Now, under our contract, Mr. Chairman, we sell the total electrical 
output of that plant to the Southwestern Power Administration on ai 
85-percent annual load factor. Then we buy back from the South 
western Power Administration the entire electrical requirements needs 
of our 11 members. We buy and sell power. We sell it to SPA and 
buy it back under the postage-stamp rate. 

Senator Youne. What is the average price you have to pa 

Mr. Burrow. Under the present postage-stamp rate, it is 5.6 mills 
at o0-per ent load factor. As the load factor increases, the rate comes 
down, and as the load factor decreases, the rate goes up. 

Senator Youne. That is your postage-stamp rate ! 

Mr. Burrow. That is exactly right, 

Secondly, the commercial power companies did not have adequate or 
dependable service to supply the cooperative s and refused to proy ide 
those facilities, Your Honor. 

We realize that those 11 cooperatives— and there were 9 in 1941 
realized that if they were to survive it would be necessary that some 
thing be done. Therefore, these 9 cooperatives organized what was 
known as the Western Electric ¢ Cooperative at that time and now is the 
Western Farmers Electric Coope rative, for the purpose of building a 
generating and transmission plant. 

Now, mind you, that was in 1941. And it should be remembered 
that at that time no wheeling contracts were in existence in the service 
area of the Southwestern Power Administration. 


CO-OP RESPONSIBLE FOR REDUCED RATES 


With the ine orpol ‘ation of the Western Farmers Electric C opera- 
tive, up to the present time, Mr. Chairman, the wholesale power rates 
charged by the commercial companies have steadily declined. The 
acts of Western Farmers Electric Cooperative are, in my opinion, 
without question, sole ly responsib le for the decline in electric rates in 


western Oklahoma. 
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In 1941, this cooperative bought its turbines, its auxiliary equip 
ment, obtained a loan, and started operation at that plant; but afte: 
Pear] Harbor, due to the national emergenc V, the Government con 
fiscated the turbines, the boilers, and all the equipment, and we had 
to stop our construction. And the money obtained from the sale of 
that equipment that was confiscated by the Government on account 
of the national emergency was repaid to the Reconstruction Finance 
Corporation. 

All during the war, our organization was kept intact, and upon 
the cessation of hostilities, it again became active, resulting in a loar 
being obtained from the Rural Electrification Administration and the 
building of a diesel generating plant at Woodward, Okla., and around 
a hundred or in excess of a hundred miles of electrical transmission 
lines for the purpose of serving one of our member cooperatives. And 
this was done, mind you, only after the Oklahoma Gas & Electric Co 
if you please, refused to provide those facilities. 

But it is interesting to note, Mr. Chairman, that the Oklahoma Gas 
& Electric Co., after we began the building of this diesel generating 
plant and began the construction of our transmission lines, immedi 
ately began the construction of a 138-kilovolt line into that area. 

With our electric supply problems in western Oklahoma—TI mean, 
up in the northwest area—served, we began the feasibility study of 
building the steam plant at Anadarko. We employed one of the most 
outstanding engineers of these United States. And the results of his 
study indicated that it would only be feasible if integrated with the 
hydro power of the Government. With that in mind, we set forth to 
negotiate contracts with the Southwestern Power Administration, and 
were successful in consummating those agreements on December 15, 


1949. 


" 


WHEELING CONTRACT 


Now, that date has a very significant value. That was the date the 
first type of wheeling contract was made in Oklahoma with the South- 
western Power Administration, between our cooperative and the 
Southwestern Power Administration. Our type of contract is noth- 
ing in the world but a wheeling agreement of a different type than 
the Oklahoma companies’ contract. 

Now, the time is so limited 

Senator Youne. Most of us have a meeting at 6 o’clock. We had 
one last night at 6 o’clock, and I had a hamburger sandwich between 
the meetings. 

Mr. Burrow. If it pleases the court, our lifeblood is at stake here, 
Mr. Chairman, and I would like if you would bear with me—— 

Senator Youne. You may go right ahead. 

Mr. Burrow. Thank you, sir. 





CONTRACT WITH SOUTHWESTERN POWER ADMINISTRATION 


We know that our contract with the Southwestern Power Adminis- 
tration is the absolute answer for an adequate, dependable source of 
energy, capacity and energy, at a price our cooperatives can afford 
to pay. This committee and the Congress had full knowledge of 
these contracts. 
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Senator Youne. You have exactly the same problem they have in 
most farming areas. We had a similar problem in North Dakota. 
REA was not feasible unless power could be obtained at a pretty low 
cost. 

Mr. Burrow. That is right, Mr. Chairman. And I sure enlist your 
support of this thing on the floor. I may be our of order there, Mr. 
Chairman, but I sure need it. 

I sav that this committee had knowledge of that fact, because they 
made an appropriation that enabled the Southwestern Power Admin 
istration to build a 138-kilovolt line to Anadarko, Okla., for one pur 
pose, and that was to enable the Government to crowd its contract ual 
obligation with this cooperative. That line has been building. The 
substation is practically 65 percent comple ted. 

This was sufficient evidence to us that the Government was acting 
in good faith. We knew we had acted in good faith. And so we pro 
ceeded with the development and the building of our plant, based upon 
the faith and confidence that has been concurred in by the South 
western Power Administration and this Congress. We made those 
contracts on that basis solely. 

My distinguished Senator, here, has covered this continuing fund, 
and I will not bear on that, only to this extent, because his statement 
is a matter of record, and his testimony is a matter of record. But 
vou know, it was the intent of Congress, when they eliminated the 
revolving fund, as the Senator so ably stated, that the Government 
should check into and have an accounting for, every year, and a look 
into the affairs of this operation. And therefore they eliminated the 
revolving fund. 


ELIMINATION OF REVOLVING FUND 


But does the elimination of the revolving fund accomplish that 
purpose ¢ It does insofar as the Government’s accounting with the 
rural electrification cooperatives is concerned, but it does not give 
this Congress and this committee the information about the private 
utility companies’ contracts with the Southwestern Power Adminis- 
tration. Those contracts are a barter-type contract, where they are 
permitted to exchange capacity and energy for capacity and energy ; 
which in truth and in fact gives the utility companies a revolving 
fund, if you please, but it denies us a revolving fund. 

We think that is a good policy—that every governmental agency 
should be reviewed by every committee having jurisdiction. We 
have no objection to it. But we resent the discrimination that is 
being placed against us to have to come up here to give an accounting, 
when the companies are not so required to come up and give an 
accounting. 

Brother, if they had to come up here and ask for a continuing fund 
like we do, instead of fighting this thing they would be up here helping 
onit. And the thing I cannot understand that happened in the House, 
Senator, is that the House committee appropriated $150,000, when the 
testimony, which is a matter of record, is that every company, every 
private utility official that appeared before that committee, testified 
that they did not need it at all, that no continuing fund was required. 
And yet, in the face of that testimony, the House committee appro 
priated $150,000. : 
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Do you think they would have appropriated $150,000 or a continu 
ing fund if we went in there and told them that we did not need it? 
The answer to that is very obvious, in my opinion. 

Senator En.tenper. This five-million-and-some-odd-dollars fund 
that was mentioned in that letter that I put in the record a while ago is a 
part of what you are asking for? 

Mr. Burrow. That was the Truman budget. 

Senator Ettenper. I understand. That is a part of what you aré 
asking for ? 

Mr. Burrow. That is right. What we are asking for is the admin 
istration budget, Senator. 


USE OF APPROPRIATION 


Senator Eixenper. I understand. Now, in a nutshell, can you give 
this committee the mechanics on which this $3,736,000 works? How 
does it work? In other words, put it there as succinctly as you can. 

Mr. Burrow. All right. The way that words, Senator, is that that 
gives the Southwestern Power Administration the money to pay for 
the rental of the lines and to buy the power from the cooperatives, 
as provided under contract. When SPA sells the power in turn, the 
revenue goes back to the Treasury. It is just as simple as that. 

Senator Dworsnak. If you did not get the continuing fund, then 
what would happen? 

Mr. Burrow. That is another thing we would have to explore, be- 
cause there are so many possibilities we have to explore. Our feasibil 
ity was based upon this contract. We have got a contract with the 
Government. We think that this committee and this Congress is 
going to keep faith with those people down there. And let’s don’t 
talk about a breach of contract here. 

Senator DworsHak. I was not, my friend. I was simply trying to 
ascertain from you what the realistic situation confronting your REA 
groups would be if you did not have this continuing fund. I think 
that isa question. It is not a statement of my opinion. I was trying 
to find out from you what the realistic situation will be. 

Mr. Burrow. I can’t answer that, Senator, for this reason. Because 
then we would have to explore other matters, other ways and means 
of doing it. Where they would come out as economical as this, we 
do not know. 

Senator DworsHax. You have had this plan in operation for 3 
years ¢ 

Mr. Burrow. Oh, no. It is not energized yet. We are just in the 
process of doing it. 

Senator Dworsnak. No; but this continuing fund. Is this the first 
year you have proposed this ? 

Mr. Burrow. No, sir. 

Senator E.tenper. How much were you allowed last year? 

Mr. Burrow. A million dollars. 

Senator DworsHax. Wasthat the first time ? 

Mr. Burrow. That was the first time. And there wasn’t any money 
used for it. Somebody correct me if that is wrong. 

It is obligated now, but to what extent I don’t know, because there 
has been a delay in construction, and therefore that continuing fund 
was set up, or the request was set up, on a scheduled construction, that 
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the cooperatives were unable to comply with, and therefore all of it 
was not needed. 

Does that answer the question / 
Senator DworsHak. Well, partially. 
Mr. Burrow. Anythingelse? I want to get you straight. 


CONFERENCE IN OFFICE OF SENATOR AANDAHL 


Mr. Woon. If I might interrupt, Senator, I thik Mr. Wilkes ga 
us the answer this morning in a conference in Senator Aandahl’s cffic 

He said if the elimination of the continuing fund is accomplished, 
and the problem is raised of what is going to happen to these G. and 'T. 
cooperatives, “We will bail them out or take them over.” I don’ 
know what he meant. In other words, he insinuated it would force 
us to go bankrupt and the power companies would be glad to come ii 
and take them over. 

Senator DworsHax. How long had these various co-ops been fune 
tioning? They are not just a recent development. Have you not beer 
in existence for several years ¢ 

Mr. Burrow. We have been in corporate existence since 1941. But 


we stopped during the war and were reactivated. And we just started 
| the building of our plant in June 1950, 
Senator DworsHax. For how long a period of time have you be 


distributing power to the members of your co-op ¢ 
Mr. Burrow. We haven't distributed any yet from our generating 
plant. Weare not in operation. 


Senator Dworsuak. Well, you did not have any power from any 
source ¢ 
Mr. Burrow. No, only up in northwestern. That has been in opera 


tion since 1950. 
Senator Youna. Let me get the record straight. 


1953 CONTINGENCY FUND 


You say you had a million dollars for the contingency fund in what 
year ¢ 

Mr. Woop. The present fiscal year. 

Senator Youne. And you think most of that is obligated. And the 
reason for the more than $3 million request now is because of increased 
business, increased exchange of power ; is that it? 

Mr. Burrow. Well, several of the cooperatives will be energized this 
year, and they are ready to go into operation, and they will have powel 


to sell. ’ 
Mr. Woop. It just happens that they catch us in a period when we 
are getting our plants completed and placing them in operation. A 


very limited number came into operation during fiscal 1953, but sub 
stantially all of them will in fiseal 1954. That is the reason for the 
tremendous jump. 

Senator Yoone. And the more business they do—— 

Mr. Burrow. The larger the continuing fund and the correspond 
ing revenue. 

Senator DworsnaK. How many units will be functioning in 1954? 
You say all of them ? 
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Mr. Woop. It was added up this morning, I believe, to be 100,000 
kilowatts of installed capacity. 

Senator DworsHak. How many different. co- op units? 

Mr. Woop. There would be, I think, 4 or 5 of them that would hay: 
generating. 

Mr. Burrow. That is right. 


CONGRESSIONAL CONTROL OF FUNDS 


Senator Youne. That is not the most satisfactory arrangement 
the world, where you have to come back to Congress for appropri: 
tions each year. I can see where Congress should have control of these 
funds. However, this purpose would be also served if you had it = 
a fund and Congress had control of it So that Congress could s 
“You could use so much of it next year.” It would be more s atisfa ue 
tory. It is not the best arrangement, when you annually appropriate 
money, and have a larger sum coming back into the Treasury. 

Anybody looking at this budget thinks the Government is spending 
the money, when in reality it is not. 

Mr. Burrow. We think some arrangement ought to be adopted here 
where we would not have to come back for this every year. 

Senator Haypen. It is like the operation and maintenance of the 
irrigation systems, the arrangements with the water users. Ahead of 
time there is the matter of what it is going to cost to get the water out 
of the canals and delivered to them, “and so on, and that is set up as 
an operating arrangement. Then it comes here and Congress has to 
appropriate the money. And in this same bill they have assumed the \ 
were saving something, saving some money, by cutting on irrigation 
districts, when actually every cent of it is paid by the farmers. It 
does not affect the taxpayers at all. It is the same situation here. 

Mr. Burrow. It is the same identical thing. 


USE OF CONTINUING FUND 


Senator Ettenper. What part of this fund is used, if any, to offset 
your exchange of power between yourself, or the SPA, and the utili 
ties that furnish the power? 

Mr. Burrow. Now, if I understand your question right, Senator, 
you want to know what part of this—— 

Senator ELttenper. What part of this fund, if any, is used to pay 
any difference that may exist between the power that is exchanged. 
under the contract 

Mr. Burrow. Well, under our contracts, Senator, every kilowatt 
hour that we buy from the Southwestern Power Administration is 
paid for in cash. Every kilowatt-hour that we sell the Southwestern 
Power Administration, the Government pays us in cash for. Ours is 
strictly a cash transfer. Whereas under the company’s contract, it is 
not. 

Senator ELttenper. You mean the utility’s 

Mr. Burrow. The utility company’s contract. It is a barter con 
tract, an exchange in kind, you see. And I have some interesting 
figures here—— 
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Senator Exvtenper. Well, if there is a surplus, what happens! In 
other words, if the power company furnishes you more power than 
the exchange, what happens then / 

Mr. Burrow. Well, they have to have some continuing fund to pay 
for it. The companies have to have that. But they “testified that 
they did not need it in the record of the House. 

Mr. Woop. Yet, Senator, last year the power company’s Oklahoma 
representative testified before the House committee on April 30 that 
SPA paid his company last year $70,000. In other words, the sur- 
plus transaction was in favor of the company. ‘They furnished more 
than they received. 

So, out of the continuing fund, that 1 company was paid $70,000 
last year. That is in the record of the hearings in the House. 

Senator ELitenper. Well, then the bulk of this money is to be used 
to settle differences between the cooperatives and the Grovernment ! 


Mr. Burrow. Oh,sure. All of it. 


WHEELING CHARGE 


Now, here is an interesting thing. You know, last year the distin- 
guished Senator was here, Senator Hayden, and {| asked him this 
question : Did he have any idea of what the wheeling cost would be? 
The contract provides 114 mills, and I said, “Do you think i t should 
be that, or more?” He said, “I think it should be some more.” Did 
you gentlemen realize what it is costing the Government and how 
much the Government is paying the companies in energy and in ¢a- 
pacity and in money to wheel power to the pre ferred customers of 
the Government in Oklahoma ? 

We have evaluated those contracts, and we find that the effectiv 
wheeling charge is 3.72 mills to wheel energy to the preferred custo 
mers of the Government. That is what the tet is paying 
the companies. 

Now, taking that in our instance, applying against that the invest 
ment of our transmission line, the amount the Government has to 
pay us—and our rental is based on the amount to retire the loan. 
The actual operating of that transmission line by the Government— 
they lease-operate from us—and the overhead is about equal, com- 
pared to the other wheeling agreements, based on the delivery of 151 
million kilowatt-hours per year. 

Now, when this matter came up in the House some Member of the 
Congress over there in the House objected to the contract. I can’t 
recall his name. He objected to it on the basis that he objected to 
the Government paying in rentals in an amount to amortize the loan. 

Well, if the Government can amortize our loan and wheel the i 
to the preferred customers to the Government for 3.72, then by the 
same reasoning would it not be logical that they were retiring the 
investment of the utility companies’ lines that are used for whe eling 

That rental they are charging or paying the utility companies to 
wheel that energy is a rental of their facilities, too, by every definition 
that you can imagine. 

Now, Mr. Chairman, my time is up, and I only have one other 
thing. No, I have two. 

We request this committee to restore the full amount of this con- 
tinuing fund. That is No.1. That is the main one. 
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STATUS OF LAWSUIT 





Another thing is the status of the lawsuit that has been tried in the 


District of Columbia. There is no need for me to dwell upon th 


Arkansas decision, because that is so element: ‘ y that it is pathetic the 
interpretation some of those boys place on it, but I will say this: If we 


had a got a favorable decision, we would have been using it, too. 

That is the status of this case over here in the Federal district court, 
tried before Judge McLaughlin, that was filed by the companies in 
Missouri. I forget the styling of the case, but you gentlemen know 


The judge has not rendered a decision. That was argued some time 


last year, along in the latter part of the year. 
Did you know, since that case was tried, there is on ly one defendant 
left? There has never been any attempt on the part of the pli et 


the companies, to amend their petition. And that, in my opinion, is the 


reason that judge has aay possibly, rendered a decision. Those de 
fendants were named by name: Mr. Wickard, Secretary Brannan, 
and all the others, Secretary Chapman, and all the members. They 
were all named by name, The are no longer connected with the Gov 
ernment. 

You know, those companies are pretty shrewd. They have some 
good attorneys, too, as well as the cooperatives. I am not an attorney. 
I was not implying that. 

But I certainly appreciate your time and patience, and if there are 
any questions, I would be most happy to answer them. 

Thank you so much. 

Senator Youne. Are there any other questions? 

(The prepared statement of Mr. Burrow follows :) 


STATEMENT oF L. R. BURROW, MANAGER OF WESTERN FARMERS ELECTRIC COOPERATIVI 


IT am L. R. Burrow, manager of Western Farmers Electric Cooperative of 
Anadarko, Okla. 

Western Farmers Electric Cooperative is a generating and transmission co 
operative, a private corporation, incorporated on the 28th day of February, 1941, 
under the laws of the State of Oklahoma. 

I am here today for the purpose of inviting your attention to the urgent need 
for the restoration of the full amount of the administration’s budget request for 
the continuing fund of the Southwestern Power Administration for the year 
1954, aggregating $3,736,000; thereby enabling the Southwestern Power Admin 
istration to carry out its contractual obligations with the generating and trans 
mission cooperatives and the commercial power companies within the service 
area of the Southwestern Power Administration. 

I regret that the House Committee which deleted the continuing fund for the 
generating and transmission cooperatives apparently did not realize what a grave 
threat their action poses to the rural electrification program within this 6-State 
area. 

Western Farmers Electric Cooperative is now in the process of placing in oper 
ation its 30,000 kilowatt electrical steam-generating plant at Anadarko, Okla., 
and energizing a segment of its transmission lines, This cooperative has com 
pleted the construction of 532.5 miles of 69-kilovolt transmission lines; we ha 
under contract and construction, 242 miles. There remains a total of 176 miles 
vet to be placed under contract and construction, making a total of 950.5 miles 
of 69-kilovolt transmission lines which are involved in the Western Farmers Elee 
tric Cooperative project. This program is being built for the purpose of supply 
ing low-cost wholesale electrical energy to the load centers of our 11 member 
cooperatives out of loan funds obtained from the Rural Electrification Admin 
istration 

I am sure this committee is acquainted with the background and the reason 
why it was necessary for western farmers to be organized. However, very 
briefly for the records, I desire to restate mainly two reasons: 
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First. in 1941, the wholesale power rates being charged the rural distribu 
tion cooperatives were prohibitive to the extent that should the cooperatives 
be required to pay the then existing wholesale power rates they would have 
1 of 2 alternatives: (1) Either abandon the operation of the cooperatives, o1 
(2). raise the retail rates of electric energy distributed by them to the rural 
areas to such a high point that the plans, aims, and purposes for hich the 
tural Electrification Act was created would be destroyed 

Secondly, the commercial power companies did not have adequate or de 
pendable service to supply the cooperatives and refused to provide those fa i 


ties, 

Therefore, realizing that something must be done to survive and to fully 
carry out the aims and purposes of the Rural Blectrification Act, nine of th 
rural cooperatives of western Oklahoma organized what was then Western 
Electric Cooperative, now known as Western Farmers Electric Cooperative, for 
the purpose of building a generation and transmission cooperative supply 
themselves with an adequate dependable source of electric energy at a p 


they could afford. 

It should be remembered that at that time no wheeling contracts were in 
existence in the service area of the Southwestern Power Administration 

With the incorporation of Western Farmers Electric Cooperative up to the 
present time, the wholesale power rates charged by the commercial power com 
panies to the rural cooperatives has steadily declined 

The acts of Western Farmers Electric Cooperative are, in my opinion, without 
question solely responsible for the steady decline of the wholesale electric rates 
to the rural cooperatives in western Oklahoma 

In 1941, Western Farmers Electric Cooperative applied for and obtained a loan 
from the Rural Electrification Administration to build a generating and trans 
mission cooperative. They bought turbines, boilers and all auxiliary equipment 
However, after Pearl Harbor, the turbines, boilers, and other equipment wer« 
needed by the War Production Board, and the cooperative to assist in the war 
effort voluntarily returned this equipment to the War Production Board, thus 
halting the construction during the national emergency The money obtained 
from the disposal of the aforementioned equipment was repaid to the Rural 
Electrification Administration. 

During the war the organization of Western Farmers Electric Cooperative was 
kept intact and upon the cessation of hostilities, this program again became 
active, resulting in the obtaining of a loan from the Rural Electrification Admin- 
istration, and the building of a generation and transmission cooperative at 
Woodward, Okla., only after Oklahoma Gas & Electric Co. refused to provide 
adequate facilities. The investment of the Woodward plant and transmission 
cooperative aggregates $1,022,000, and this plant was placed in operation in 
April 1950. 

With our electric supply problem solved in the Woodward area, Western 
Farmers Electric Cooperative then employed one of the most outstanding con 
sulting engineers in these United States to study and make recommendations 
concerning the building of a steam generation plant at Anadarko, and the neces- 
sary electrical transmission lines to serve our 11 member cooperatives 

The results of his engineering study revealed that our project was feasible 
only if integrated with the hydroelectric power and the facilities of the South 
western Power Administration. His study was verified by the splendid engineer 
ing staff of the Rural Electrification Administration. Therefore, the ecoonerative 
being a preferred customer as set forth under the Flood Control Act of 1944, 
applied to the Southwestern Power Administration for the contracts After 
due negotiations, two contracts were consummated on December 15. 1949. be 
tween Western Farmers Electric Cooperative and the United States Government 
acting by and through the Southwestern Power Administration with the approval 
of the Secretary of the Interior. 

Therefore. Western Farmers Electric Cooperative, upon the faith and confi 
dence as indicated by these contracts, applied for and obtained a loan on Janu 
ary 19, 1950, from the United States Government acting by and through the 
Rural Electrification Administration for a sum of money sufficient to construct 
the generating plant and transmission lines as above set forth. Our powerplant 
and facilities were designed on the basis of these contracts. 

We know that our contracts with the Southwestern Power Administration nre 
the absolute answer to an adequate, dependable source of electrical energy to 
our member cooperatives at a price that they can afford to pay. The contract 
provides for the full integration of our steam powerplant with the hydroelectri 
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plants of the Government. This committee and the Congress had full knowledge 
of these facts, and to carry out the terms and provisions of the contracts ap 
propriated sufficient funds to the Southwestern Power Administration to permit 
the constructing of a 138-kilovolt electric transmission line from Tupelo to Ana 
darko, Okla., and the building of a substation at our Anadarko plant site. This 
transmission line has been constructed and the substation is approximately 75 
percent complete. This was sufficient evidence to us that the contracts we 
had negotiated had been recognized by all parties, including the United States 
Congress. 

It should be remembered that at the time our contracts with the Southwestern 
Power Administration were signed on December 15, 1949, the Southwestern 
Power Administration had a continuing fund which was in truth and in fact 
a revolving fund. 

The continuing fund was first provided for SPA in the First Supplemental 
National Defense Appropriaiton Act, 1944, which made available $100,000 from 
energy receipts to defray emergency expenses and to insure continuous operation 

The 1950 Interior Appropriation Act, Public Law 350, 8ist Congress, approved 
hy the President October 12, 1949, authorized the Treasury to establish a con 
tinuing fund of $300,000 out of SPA energy receipts, including the $100,000 
continuing fund previously established, which fund was made available not only 
to insure continuity of electric service and continuous operation of service, but 
also “to cover all costs in connection with the purchase of electric power and 
energy and rentals for the use of facilities for the transmission and distribution 
of electric power and energy to public bodies, cooperatives, and privately owned 
companies.” 

The Department of Interior Appropriation Act for 1952, Public Law 136, 82d 
Congress, amended the foregoing provision in the 1950 act by adding the fol 
lowing proviso: 

“Provided, That expenditures from this fund to cover such costs in connex 
tion with the purchase of electric power and energy and rentals for the use of 
facilities are to be made only in such amounts as may be approved annually in 
appropriation acts and for the fiscal year 1952 such expenditures may be made 
not in excess of $250,000." 

This language was developed in conference committee. 

I am confident it was the intent of Congress, by eliminating the revolving 
fund, to provide a means for an annual review of the business activities of the 
Southwestern Power Administration. 

But does it accomplish that purpose? I say that it does insofar as SPA busi 
ness with the farmers, generation, and transmission cooperatives is concerned ; 
but it does not provide a review of SPA’s business with the commercial utility 
companies for the reason that the present contracts with the commercial utilities 
are a barter arrangement, which does in truth and in fact constitute a revolving 
fund for the fulfillment of commitments one with the other. 

We have no objection to complying with the wishes of Congress but we do 
object to this type of discrimination. If the cooperatives are required to comply 
with this provision of the Appropriation Act, then the commercial-profit utility 
companies should also be required to comply. 

It should also be remembered that when our contracts were consummated with 
the Southwestern Power Administration, the now existing wheeling agreements 
known as the Oklahoma contracts were unheard of. 

Obviously, our application to secure a loan and construct our facilities was 
vigorously opposed by the commercial power companies of Oklahoma. In its 
efforts to defeat and kill this program, they made application and secured the 
approval of the corporation commission of Oklahoma for a unique wholesale 
rate for the rural cooperatives known as their PN 1 and PN 2 rate schedules. 
In their application for this unique rate, they stated to the corporation commis- 
sion that said rate was a preference and noncompensatory rate and would apply 
only to the rural cooperatives. The farmers recognized the weakness of such a 
rate schedule. The farmers knew that once their cooperative program was 
killed, that a wholesale rate so branded (preference and noncompensatory ) 
could be set aside by any regulatory body having jurisdiction and thus leave the 
cooperatives again to the mercy of the commercial power companies. The farm- 
ers had not forgotten the rates they were having to pay prior to the date Western 
Farmers Electric Cooperative was organized. 

The farm cooperatives could not place any faith in these attempts of the 
commercial power companies to defeat their efforts. They proceeded with due 
diligence to secure a loan and construct a generation and transmission coopera- 
tive in western Oklahoma. 
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The commercial power companies have appeared before this committee many 
times, and as late as 1950, stating they had adequate facilities to supply the 
electrical load growth of Oklahoma for the next 10 years without increasing 
their facilities. Our studies did not agree with their statements, and it is indeed 
interesting to observe what has happened in Oklahoma since the beginning of 
the construction of the cooperative’s generation and transmission program 
which started in July 1950. 

The following generating facilities have been added and contemplated in 
central and western Oklahoma: Oklahoma Gas & Blectric Co. completed their 
Mustang plant near Oklahoma City the latter part of 1951, representing a total 
of 100,000 kilowatt generating capacity, name plate rating. They now have 
under contract to add a 110,000-kilowatt generator to the Mustang station. The 
Oklahoma Gas & Electric Co. has completed the installation of a 60,000-kilowatt 
plant at Sulphur and now contemplates the addition of another 60,000-kilowatt 
unit at Sulphur, making a total of 120,000-kilowatt capacity. 

The Public Service Co. has completed the installation of an 80,000-kilowatt 
plant at Washita, Okla., and their second 80,000-kilowatt unit will be in opera 
tion the latter part of 1954, making a tota! of 160,000 kilowatts, 

The commercial power companies have installed and under contract a total of 
190,000 kilowatts, or approximately one-half million kilowatts of generating 
capacity added since 1950. 

Now, gentlemen, this is the action of the same people who testified before this 
committee as late as 1950 that their facilities were adequate 

Let us review briefly the sequence that the so-called wheeling contracts were 
negotiated with the Southwestern Power Administration. They are as follows: 

1. Texas Power & Light Co. contract dated April 4, 1947. 

2 Western Farmers Electric Cooperative contract dated December 15, 1949. 

3. The Oklahoma contract dated July 18, 1950. 

4. Southwestern Gas & Electric Co. contract dated December 27, 1950 

Therefore, from the foregoing you will note that the contract between the 
Southwestern Power Administration and Western Farmers Electric Cooperative 
was the first contract negotiated in Oklahoma, and at that time it provided the 
only means whereby the Southwestern Power Administration could carry out the 
will of Congress, outlined in the Flood Control Act of 1944, in bringing low cost 
power to the preferred customers of the Government in western Oklahoma 

Our contract with the Southwestern Power Administration is, in truth and in 
fact, a wheeling agreement of a different type than the wheeling contracts with 
the commercial power companies, It is my opinion that the contracts negotiated 
between the cooperative and the Southwestern Power Administration were the 
reason that wheeling contracts were successfully negotiated with the Oklahoma 
companies 

Does this committee know that the Oklahoma companies are receiving from the 
Government and other benefits, a total effective wheeling cost amounting to 
3.72 mills based on 10 percent diversity factor for every kilowatt they wheel to 
the preferred customers of the Government? Yet, by reading of the contract, a 
large number of the Members of this Congress, and laymen, would immediately 
draw the conclusion that the Government was only paying a wheeling charge of 
1.25 mills. 

Does this committee also realize that under our contract with the Southwestern 
Power Administration, using as an example, the Southwestern Power Admin 
istration’s testimony appearing on page 82 of the Interior Department Appro 
priations for 1953, Hearings Before the Subcommittee of the Committee on 
Appropriations, House of Representatives, 82d Congress, that by delivering 151 
million kilowatt-hours over the facilities of Western Farmers Electric Coopera 
tive to the preferred customers of the Government, the annual rental payments 
made to Western Farmers Electric Cooperative by the Government would amount 
to $403,584 plus an annual operating and maintenance cost of $123.500 plus an 
estimated overhead of $33,000 per year. This would amount to $560,084, and 
divided by 151 million kilowatt-hours would equal a wheeling charge of 3.7 
Hence, from the foregoing, you will note that the Government's contracts with, 
the cooperatives and with the companies are about equal insofar as costs to the 
Southwestern Power Administration is concerned (and I have testified to that 
fact on numerous occasions). The one exception is that under our contract. the 
Southwestern Power Administration pays the cooperative a fixed annual rental 
charge. 

Therefore, when the sale of power to the preferred customers of the Government 
exceeds 151 million kilowat-hours per year over the facilities of Western Farmers 
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Electric Cooperative, the wheeling cost to the Government would be reduced 
whereas under the Oklahoma commercial utilities contracts, the wheeling cost to 
the Government would remain constant regardless of the number of kilowatt 
hours wheeled during the life of the existing Oklahoma contracts. 

Under the Oklahoma contracts the wheeling cost paid by the Government 
the companies does in truth and in fact constitute a rental of their facilities 
as do the contracts between the cooperative and the Southwestern Power 
Administration. 

During the debate of this appropriation bill on the floor of the House of 
Representatives, which occurred on April 27 and 2&8, 1953, a Oongressma 
objected to this appropriation on the grounds that the amount of the renta 
payments to the cooperatives by the Government equaled an amount to repay 
the cooperatives’ loan for transmission facilities. From the above example 
where the wheeling charges under both types of contracts being approximately 
the same, would not the same reasoning follow that the Government is also 
retiring the investment of the committee in transmission facilities‘ 

Also during the floor action, Mr. Jensen, in explaining the action of his com 
mittee for deleting the administration’s budget request for the continuing fund 
for the generating and transmission cooperatives for the year 1954, stated that 
he had received a letter from Mr. Frank Wilkes, president of Southwestern Gas 
& Electric Co., assuring his committee that by deleting this fund, no cooperative 
would be without electrical power during the year 1954. I do not understand 
how Mr. Wilkes could make such a statement when he well knows the negotia 
tions for a wheeling contract between the Southwestern Power Administrati 
and the Missouri companies has not been consummated as of this date 

In the State of Oklahoma, since the construction of our facilities began, the 
companies have entered into wheeling contracts with the Scuthwestern Power 
Administration, and have installed approximately one-half million kilowatts 
in generating capacity, and have built some transmission facilities. Had the 
companies, prior to our obtaining a loan from the Rural Electrification Admin 
istration been in a position to make the offer that they are making today, the 
building of a generation and transmission cooperative such as ours would not 
have been necessary, and we would not be here today appearing before this 
committee. Mr. Wilkes’ offer comes a trifle late. It is like the shutting of a 
gate after the horse is out. 

Any privately owned service company which enjoys a monopoly has man 
obligations to perform as a public servant: (1) They are to provide facilities 
with sufficient reserve to supply adequate power with proper voltage regulations 
in keeping with the industry; (2) they must provide area coverage, and (3) 
they must render this service at the lowest possible cost to the public. 

In Oklahoma, the commercial companies failed in all three counts. Therefore, 
the commercial utility companies of Oklahoma are solely responsible through 
their past actions, attitudes, and lack of vision for the construction of Western 
Farmers Electric Cooperative’s generation and transmission facilities. 

Gentlemen of the committee, there must always remain in this country the 
right—when any public service company fails to adequately serve the public 
at reasonable rates—for the people to supply those facilities for themselves 
The rural cooperatives, to survice in Oklahoma, had no alternative but to build 
their own facilities. Again I want to state that Mr. Wilkes’ proposition comes 
too late. The corral gate was left open and the horses are gone, and can 
nowhere be found. 

The commercial companies are the only people, to my knowledge, objecting 
to our cooperative’s contractual arrangement with the Government. It is ap 
parently all right with Mr. Wilkes for his company to contract with the Gov 
ernment and integrate their facilities with the hydroelectric power of the 
Government, but he and his allies say it is wrong for the cooperatives. 

I am sure this committee well remembers this same Mr. Wilkes, president 
of the Southwestern Gas & Electric Co., when he appeared before this com- 
mittee in 1948, and had this comment to make relative to the Texas Power & 
Light Co.’s contract with the Southwestern Power Administration. Mr. Wilkes 
stuted to the committee: “The Texas Power & Light Co. contract (with South 
western Power Administration) is one which is impossible for the companies 
to accept. Personally, I would feel that 1 was almost criminally to blame if 1 
should make such a contract with the Southwestern Power Administration for 
the Southwestern Gas & Electric Co.” 

I merely bring this to your attention to indicate the attiture of the commercial 
power companies which existed prior to the time our farm cooperatives started 
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the construction of its generation and transmission cooperative in western O 
homa. Mr. Wilkes and his crowd are singing a different tune now. The recor: 
show that he incriminated himself by entering into a contract with the So 
western Power Administration on December 27, 1950 

Seriously, gentlemen of the committee, the elimination of the continuing f 
for this generating and transmission cooperative in western Oklahoma 
seriously jeopardize the loan that Western Farmers Electric Cooperati 
obligated to repay the United States Government with interest, and would 1 
rially increase the cost of power to our member cooperatives. To what extent, 
it is impossible for me to say for the reason that it would depend solely on the 
possible alternate arrangements that could be made 

Our project is feasible if we, as a nonprofit rural cooperative, are given the 
same opportunity, along with the commercial power companies, to operate under 
our present contractual arrangement with the Southwestern Power Administra 
tion, which provides for the full integration of our facilities with those of the 
Government. 

We urgently request this committee to restore the full amount of the con- 
tinuing fund as requested by the Administration for the year 1954, in the amount 
of $3.736.000, which will again give assurance that the Government honors the 
contracts it makes with its people. 

I am sure this committee is informed of the cause of action that has been 
brought against the Missouri cooperatives by the Kansas City Power & Light Co., 
attacking the validity of the contracts between the Missouri cooperatives and 
the Southwestern Power Administration. This case is styled Kansas City Power 
¢é Light Co., et al. vy. Chapman et al., Civil No. 4276-50, United States District 
Court, District of Columbia. This case has been tried and is now awaiting 
judicial determination. 

Should this Congress fail to appropriate the continuing fund, such action 
would have the same force and effect as giving the companies a victory by de- 
fault, thereby denying to the cooperatives the opportunity for vindication of 
their position in a court of law. 

I believe it is the will of the Congress that the legality of these contracts 
should be passed upon by the courts, that if justice is to prevail, and to assure 
judicial determination of this case, we urge this committee to restore the 
full amount of the administration’s budget request for the continuing fund 

Senator Youne. Do you have another witness? 

Mr. Woop. Yes, there are several witnesses we would like to hear 
from, Mr. Chairman. We had more or less agreed with your clerk 
on about six. If it is going to be possible, we would like to run 
them in. 

. . har ‘ 

We will ask that they be extremely brief and try to pick up those 
points that have not been covered, and avoid repetition 

Senator Youna. If they have a statement, we would be very happy 
to put it in the record, and then have them be as brief as possible. 

Mr. Woop. I do not know how many have statements. I am sure 
some of them do. 

Senator Youne. All right. Will you proceed. 

Mr. Woop. Truman Green, please. 


CENTRAL ELECTRIC POWER COOPERATIVE, JEFFERSON CITY. MO. 
STATEMENT OF TRUMAN GREEN, MANAGER 
GENERAL STATEMENT 
Mr. Green. I am Truman Green, manager of the Central Electric 
Power Cooperative at Jefferson City, Mo., one of the cooperatives that 
are involved in this contract with SPA. 


In the statement which we are asking be filed, I am speaking in 
terms of all the power cooperatives to some extent who are involved 
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in this continuing fund, which we hope to get restored to the amount 
that is requested by the budget. 

I will briefly say, as far as our own power cooperative is concerned, 
we have been operating part of our line, which is connected with the 
Bull Shoals Dam, since last July, under the continuing fund allowed 
for last year. And SPA is paying our rental agreement as provided 
for under contract. 

Now, within the next week or two, by the first of June, we anticip: ite 
energizing the whole system under our present contract, under the 
continuing fund for this year. 


CONTINUING FUND ESSENTIAL 


In doing that, we start serving several thousand farm homes ther re, 
and if I understand our provisions for our contract, it is going to | 
essential for us to have the funds on July 1, or we are eiet. 

So, briefly stated, as far as we are concerned, we are out on a limb 
and we definitely need some funds to continue our contractual obliga 
tions to all of our members, and service to our members, after July 1. 
We have no arrangements whatever for handling this situation, have 
never planned any arrangements. All the plans have been consum 
mated and everything has been built to fit into the contract as arranged. 
There is no other arrangement made. 

The thing to us is simply a matter of changing the rules in the middle 
of the game, and here we are caught. And we certainly need the funds 
to continue after July 1 

Senator Dworsnak. You would be short of funds with which to 
operate, first, and then secondly you would probably not have an ade- 
qu: oe aay of power available for your operations. 

Mr. Green. It would eliminate our contract with SPA, upon which 
we are receiving power and selling power. 

Senator DworswaK. You would be unable to get power from any 
source at a reasonable price. 

Mr. Green. We would have no contract for it at all. 

With that, I will wind it up. But I do want that statement sub 
mitted for the record, if you please. 

Senator Youne. It will be placed in the record. 

(The statement referred to follows :) 


STATEMENT OF TRUMAN GREEN, MANAGER CENTRAL ELECTRIC Power CooPpERATIVE, 
JEFFERSON Crry, Mo, 


Mr. Chairman and gentlemen, I am speaking, insofar as our prepared state- 
ment is concerned, for four generation and transmission cooperatives, Northwest 
Electric Power Cooperative, Inc.,, Cameron Mo, ; Central Electric Power Coopera- 
tive, Jefferson City, Mo.; Western Farmers Electric Cooperative, Anadarko, 
Okla.; and Kamo Electric Cooperative, Ine., Vinita, Okla. The four federated 
co-ops who have borrowed $74,291,987.26 from the Rural Blectrification Admin- 
istration and have made arrangements to integrate our systems with those of the 
Southwestern Power Administration respectfully submit the following for the 
consideration of your committee in support of the fiscal 1954 appropriation for 
the use of the SPA continuing fund: 

1. On the basis of agreements made with the Federal Government as repre- 
sented by the Department of the Interior, we undertook the construction of three 
steam generating plants, 3,893 miles of high voltage transmission lines and neces- 
sary substation facilities in order to bring the lowest possible cost and reliable 
electric service to nearly a quarter of a million rural farm families in Missouri, 
Oklahoma, and Kansas. 
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At the time we undertook our obligations, we relied on the law as passed by 
Congress which gave SPA permanent authority to use the continuing fund to 
earry out its contract with the cooperatives. We had no reason at that time to 
believe that the Federal Government, acting through Congress, might renege on 
its contract by eliminating the continuing fund. 

2 Prior to undertaking any construction by any of the above-named coopera 
tives, there was a thorough study made by a subcommittee of the House Appro 
priations Committee (January 1950) and by the joint Senate Appropriations 
Committees on Interior and Agriculture (spring 1950). All interested parties 
including representatives of the private power companies in our areas, were given 
full hearings by these committees. No actions taken by Congress have indicated 
any intent on the part of the Congress other than that the Department of the 
Interior should carry out he contractual arrangements with the federated powe! 
cooperatives. In fact, for fiscal 1953, Congress authorized SPA to use the con 
tinuing fund to fulfill present contracts, that being the first year funds were 
required by SPA to initiate operations under the contracts with two of the powe1 
cooperatives. 

3. If the Senate does not restore the necessary appropriation for the use of 
the continuing fund, we will find ourselves in a very precarious situation for the 
year starting July 1, 1953. We have not made arrangements for the purchase of 
transmission-line maintenance equipment or hiring of personnel needed to operate 
and maintain our systems; we will not have opportunity to undertake necessary 
technical rate studies or to enter into negotiations with any parties that would 
permit us to operate efficientiy and provide reliable and low-cost power during 
the coming year. Although our lines are built and now connecter to SPA faci 
ties, we have no assurance that a satisfactory power-supply arrangement will be 
forthcoming. 

4. The following statement was made by the private power companies before 
the House: “No individual, cooperative, or municipality now receiving service in 
the Southwest area covered by these companies will have disruption to his or its 
electrical service during fiscal 1954 by reason of the withdrawal of the continuing 
fund,” and is completely immaterial! in our situation. Generally, our generation 
and transmission co-ops are not in the service areas of any power companies 
which have contracts with SPA. 

Such service by the companies is to be expected as normal utility practice, and 
in no way will it bring lower-cost power or better service to their areas or other 
areas to be served by the power cooperatives’ facilities. Such present service 
by the companies does not utilize the nearly $75 million worth of facilities that 
we are building, the cost of which in one form or another must be paid by the 
rural consumers. 

Similarly the negotiations between the private power companies and SPA 
referred to in a letter by Mr. Frank Wilkes, dated April 6, to the House Ap 
propriations Committee, do not involve the use or contemplated use of our 
facilities. The present negotiations between the companies and SPA will not 
affect our ability to repay our loan obligations. 

5. We wish to emphasize that the SPA continuing fund is not an appropriation 
requiring advancement of tax money from the Treasury, but only an authorization 
for SPA to use part of the revenue from sales of power for purchase of power 
and for rental of facilities. In no respect will the elimination of the continuing 
fund contribute to the balancing of the budget. Actually the authorization for 
the use of the continuing fund permits SPA to return to the Treasury additional 
profits on electric-power sales. 

6. Since the House approved the continuing-fund request for SPA to continue 
contracts with the Oklahoma private utility companies and deleted that portion 
of the fund necessary to continue the cooperative contracts, we feel that direct 
discrimination was used in favor of the private utilities over the lawfully 
designated preference customer. No preference customer has ever opposed the 
present utility contracts with SPA, and the only opposition on record to oppose 
the cooperative contracts are representatives of private utility companies. 

7. We wish to make it clear that, as cooperatives, we have no interest in public 
power as much. However, a vote against the continuing fund is not a vote 
against public power but a vote against the REA cooperatives and the farm 
families served by them in the southwest. The only issue in connection with the 
continuing funds at this time, since a part of it has been authorized to carry out 
the power-company contracts, is whether or not the farm families of Missouri, 
Oklahoma, and Kansas are to receive some portion of the benefits of low-cost 
power from these dams. 
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8%. In view of the above, we consider it imperative in the interest of the rural 
people of our areas that Congress restore the necessary authorization to SPA 
for the use of the continuing fund for fiscal 1054, thus allowing the Government 
to continue our contracts 


Mr. W oop. | would like tocall Mr. Ellis. 

Mr. IeLuLIs, The clerk of the colmnmittee ju { talked fo me, sugyvest 
ing that IT wait until Thursday so that you might take these othe: 
fellows who are here. And that is agreeable with me 

Mr. Wooprurr. Mr. Ellis is in Washington permanently. The 
others are from out of town. 

Senator Youna. That would be fine, sir, if you want to do that 

Mr. Woop. That certainly would suit us, because 1 know our people 
coming from long distances would certainly appreciate Mr, Ellis mov 
ing his time. 

The two gentlemen from the Southeastern Power Administratio: 
would be next, then; Mr. J. E. Smith being the first 

Mr. Wooprurr. Mr. Smith, will you come forward, 


SOUTHEAST POWER COMMITTEE—-MECKLENBURG ELECTRIC COOPERATIVE 
STATEMENT OF J. E. SMITH, CHAIRMAN, CHASE CITY, VA. 


GENERAL STATEMEN'I 


Mr. Smrrm. Mr. Chairman and gentlemen of the committee, I have 
filed a statement for the record. Lam J. E. Smith, manager of the 
Mecklenburg Electric Cooperative in Chase City, Va. Lam Virginia 
director of the National Association of Electric Cooperative 3, and 


Lam also chairman of the Southeast Power Committee, which com 
mittee is appearing before you this afternoon. 

We are deeply interested in the appropriations for the Southea 
Power Administration. 

We have only two federally constructed hydroe lectric project 
operating in the Southeast. They are relatively new. One is the 
John Kerr Dam in Virginia and the other is the Clark Hill Dam on 
the Savannah River between South Carolina and Georgia. 

Consequently the program, the hydroelectric program, in our area 
isnew. We do not have any feder: ally constructed transmission line 
at present. We are not here this afternoon to really support Federal 
transmission lines as such. 


WHEELING CONTRACT WITH VIRGINIA ELECTRIC POWER CO 


We in Virginia, speaking specifically for the State of Virginia, 
have been successful in working out a satisfactory wheeling arrange 
ment with Virginia Electric Power Co. to wheel the power from John 
Kerr Dam to 11 of the electric co-ops in Virginia. 

We are vitally concerned about the continuance of that contract, 
in view of some of the things that are happening at present. We 
understand that that contract was made contingent, that the Govern 
ment would not enter into a contract propos sed by the Georgia Power 
Co., which the Virginia Electric Power Co. knew ‘of and wanted. The 
Virginia company went ahead and signed our wheeling contract with 
the understanding that if the Georgia Power proposal was accepted 
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by the Government. the \ inginia company 


would be offered the 
proposal, 


Lihie 


Senator Younc. You mean the people in Virginia would be offere: 
the same contract ? 

Mr. SMITH. The Virginia company would be offered the 
tract as the Georgia company. 

Senator Youna. Do you think you have 
Georgia company ¢ 

Mr. SMITH. Yes, we do, and we are 
tinued, 


| 
i 


“ine Con 
a better contract than thy 
ati hed, and we w wit if a} 


WHEELING CHARGI 


Senator Dworsuak. What is your wheeling charge ? 

Mr. Smrru. They charge one-half a mil] for the fir 
mill and three-quarters for the next hundred 
includes firming power to firm up the} 

Senator Youna. ] listened to the 
Co. last night, and they stated, 
furnishing power to the coo} 


st 50 miles and a 
miles; and the contract 
\ydropower, 

Lestimony of the Georgia Powe) 
if I remember correctly, that they were 
eratives at 61 { mills to each co op, at that 
price. Do you have a better price than that ? 


Mr. SMITH, We do not have a better price, Senator, bi,t we | 


rive 
what we consider a better cont ract. 

To begin with, the power from the dam in Virginia is a little higher 
riced power than it is from Clark Hill, which they will get in Georgin 
sut we are customers of the ( rovernment, which the cooperatives want 

tobe. We deal dire« tly with the Gover nment. We look to the Gove: 
ment for the type of service we get. And in other words, we contract 


with the Government for power, 
for wheeling of that power, and we, in turn, have a contract with t] 
power company for the purchase of any 
needed beyond WwW hat we can get from the dam, 
Now, that contract also provides for the 
one-half of the power from the dam that 
Virginia, So they are getting 


They contract with a power company 


‘ 


additional powel that 


power company getting 
is allocated to the State ol 
oO percent of the Virginia share. and 
Wwe are getting 50 percent, and we just think it j 
ment. It does not result in any demand from ou people for any 
Federal transmission lines, and we think we would like to see if 
continued, 


sa fairly good arrange 


REQUEST FOR WHEELING APPROPRIATIONS 


Now, to continue it. we want to request that this committee co) 


sider 
the wheeling appropriations, 


It was in the amount of $819,090. lt 
is Shown in the budget under operation and maintenance appropria 
tions, or requests, for the Southeastern Power Administration. 

Now, that amount, $819,000, is needed to pay the wheeling charge 
under our contract. 

The House approved those for the State of Virginia. 

Senator E:tenper. Well, are those the same kind of funds as 
requested here now ? 

Mr. Smirx. In my understanding, they are exactly the same, 4 

Senator E.Lenper. Why did you have the pull in the House 
these folks ? Do you know ? 


ire 


ec 


, Ove! 
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Mr. Smitu. Well, it wasn’t objected to by the power company. I 
understand the Virginia Electric Power Co. supported that appro- 
priation, as well as the co-ops. 

Senator Haypen. I want to say this for the Virginia Power Co. 
They were a very, very tough contender for a long, long time, but when 
they did agree, they agreed. 

Mr. Smiru. Well, Senator, it didn’t come easy, and you are fa- 
miliar with some of the negotiations. We worked pits them, and 
the Government worked with them, for approximately 4 or 5 years 
during the construction of this dam. 

The electric cooperatives obtained loans from REA to build a G. 
and 'T. cooperative in Virginia, transmission lines and steam plants. 
They beat us in the courts, and in the State corporation commission, 
by offering lower rates, and then we supported a Government trans 
mission line from the dam in Virginia to Langley Field, which was a 
governmental project at Langley Field. 

The Congress saw fit to appropriate money for that transmission 
line, and I think that is the hair that broke the camel’s back. They 
stated in the testimony, I think, that they entered into this agreement 
because they did not want the cooperatives transmission lines in Vir- 
ginia, nor did they want Government transmission. And it suits us. 
We are agreeable to that. But we are not agreeable to the contin- 
gency that they have been offered, that if the Georgia Power Co. con- 
tract is accepted, then they will be offered the same contract. That 
will change our status completely. 


SOUTHEAST POWER COMMITTEE 


The Southeast Power Committee, of which I am chairman, is made 
up of approximately 40 representatives from the electric cooperatives 
from the 8 States in the Southeast area, from Virginia and south. 
There are about 214 electric cooperatives within that area. 

Senator Dworsu4k. Do they serve only rural consumers ? 

Mr. Smrrn. I believe I can say definitely they serve iba rural 
consumers, Senator. I know the cooperative that I am with serves 
only rural. We do not serve any city or town people. 


INDUSTRIES SERVED 


Senator Dworsnak. Do you serve any large industry ? 

Mr. Smrrn. Very, very few. I think we have 8 on the cooperative 
[am with, 8 what we call larger power loads. 

Senator DworsnHak. Could you give us a little more information 
on what kind that is? 

Mr. Smirx. Well, saw mills. We have a refrigeration plant. 
There are similar loads that have been built close to town, but it so 
happens we are up to the city limits, and when we constructed these 
small industries, we served them with electricity. 

Now, we would like to support, in addition to the wheeling funds 
in Virginia, the planning funds requested, in the amount of $100,000. 

I think the Southeastern Power Administration needs those funds 
to plan for the power problems in the Southeast that they are being 
confronted with and will be confronted with. 

In addition to that, we would like to request your support of the 
total amount of the operation and maintenance fund in the amount of 
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$1.575,000, of which $819,000, that I just mentioned, is for wheeling 
in Virginia. 

Senator Dworsuak. That is all, Mr. Chairman. 

Senator Youne. Does that complete your statement / 

Mr. Smiru. That completes my statement, and Mr. Harrison will 
be the next witness. 

Senator Youne. Mr. Smith’s statement will be made a part of the 
record. 

(The statement referred to follows :) 


STATEMENT or J. E. SMITH, CHAIRMAN, SouTHEAST POWFR COMMITTEE, AND 
MANAGER, MECKLENBURG ELEcTRIC COOPERATIVE, CHASE CITY, VA. 


Mr. Chairman and gentlemen of the committee, my name is J. E. Smith, of 
Chase City, Va. I am manager of the Mecklenburg Electrie Cooperative and 
chairman of the Southeast Power Committee. This committee is composed of 
representatives of the 212 electric cooperatives in the 8 Southeastern States 
which comprise the Southeastern Power Administration area. 

As chairman of this committee, I appear in general support of the request 
for appropriations that affect the various electric cooperatives in the south- 
eastern area. 

There are certain appropriations in this bill which are necessary if the electric 
cooperatives in Virginia are to continue to get hydro-electric power from the 
John H. Kerr Dam under che wheeling agreement now in existence between the 
Government and the Virginia Electric & Power Co. This wheeling: ax:reement, 
now enjoyed by 11 of the 16 electric cooperatives in Virginia will bring about 
an annual saving this year of almost $150,000 in wholesale rates for this power, 
under the rates in existence prior to this agreement. Actual savings to these 11 
cooperatives during March of this year, when they paid the Government $¥2,- 
571.12 for wholesale power amounted to $11,863.35. This is actual savings for 
1 month's operation. 

in the present appropriations bill, the money paid to the Virginia Electric 
& Power Co., by the Government to “wheel” the Kerr Dam power to the co 
operatives in Virginia is known as the continuing fund. This amount for the 
Virginia Electric & Power Co. wheeling agreement for the fiscal year is $819,000. 
While this is an appropriation, this money is returned to the Government. It 
is used to finance the wheeling agreement, month by month, and is repaid in the 
course of the year by the electric cooperatives receiving power from the John H. 
Kerr Dam. 

I want to emphasize that every cent of this money comes back to the Gov- 
ernment, and it should be considered in this light. It actually has no effect 
on increasing or decreasing the budget. 

If this continuing fund is not made available, the present wheeling agreement 
between the Government and the Virginia Electric & Power Co. would auto- 
matically end, and the members of the electric cooperatives in Virginia now 
benefiting by this agreement would, in most probability, lose the wholesale rates 
outlined above. 

I would like also to emphasize another continuing fund need which is of 
immediate importance. This involves the delivery of electric power from the 
Clark Hill Dam to the electric cooperatives in Georgia. These Georgia electric 
cooperatives are seeking a wheeling agreement with the Georgia Power & 
Light Co., similar to the one we have in Virginia with the Virginia Electric & 
Power Co. There must be enough money in the continuing fund to finance such 
a contract in Georgia, if the Georgia electric cooperatives under the “preference 
clause” are to enjoy any of the benefits of low-cost wholesale power from the 
Clark Hill hydroelectric project. 

We believe it is in keeping with your policy, or holding the budget as low 
as possible, to prefer to appropriate money for the continuing fund, every cent 
of which reverts back to the Treasury each year, rather than to appropriate 
sums for a federally constructed transmission line to permit electric coopera 
tives to bring power from projects such as the Clark Hill one. 

If the continuing fund is not sufficient to develop a wheeling agreement in 
Georgia similar to the one in Virginia, then appropriations must be made to 
build transmission lines there, if the purpose of the preference clause is to be 
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carried out, and the members of the electric cooperatives in Georgia are to enjoy 
the benefits of cheap wholesale public power from the Clark Hill project. 

I would like to have time to review the benefits which have accrued to the 
rural people as a result of the wisdom the members of this committee have 
shown during past years in supporting our requested appropriations. I know 
though, that you are well aware of these benefits, and that you still support 
generally the program. 

Frankly, the electric cooperatives in Virginia at present are very happy over 
their current wholesale power contract, the credit for which goes to you gen 
tlemen here. We beg of you that you continue this policy and keep our Virginia 
wholesale power wheeling agreement status quo, and permit the electric co 
operatives in Georgia to enjoy similar benefits by making the continuing fund 
sufficient to support a wheeling agreement between the Southeastern Powe 
Administration and the Georgia Power & Light Co 


Senator Monroney. I do not want to impose on any time of these 
gentlemen who have to leave. I wonder: Will some of our witnesse: 
from Oklahoma be allowed to be heard later? 

Mr. Woop. We heard Mr. Burrow, and we haven’t heard yet specifi 
cally, and we wanted to hear from one witness from Louisiana, and 
we have the president of the Missouri Farm Bureau Federation here 
who would like to have just probably a minute. 

Senator Monroney. I would like to stand aside, if necessary. I « 
take my time at a later date, because I am most interested in this. 

Mr. Smirn. We only have two more witnesses from Southeast 
Senator Youn«. Is Mr. Harrison here? 





SOUTHEASTERN 





POWER 





COMMITTEE-——-GEORGIA ELECTRIC MEMBERSHIP CORP. 


STATEMENT OF WALTER HARRISON, VICE CHAIRMAN, 
MILLEN, GA. 


GENERAL 





STATEMENT 








Mr. Harrison. Mr. Chairman and gentlemen of the committee, my 
name is Walter Harrison. I am vice chairman of the Southeastern 
Power Committee.- I am manager of the Georgia Electric Member- 
ship Corp., and a director of the Planters Electric Membership Corp., 
of Millen, Ga. 

Last year I had the opportunity of coming before this committee 
and talking to the then chairman, Senator Hayden. I think he was by 
himself that day. Iam delighted to see the Senator have company 
today. 

I have been out in the hall for 314 hours, standing, waiting to get in 
before this committee. During the 31-hour period I have noted with 
a tremendous amount of interest the mass of humanity passing by the 
door here, and [ just wonder if they had just a se ‘intilla of an idea of 
what was transpiring before a committee of the Congress, just how 
their welfare in the future would be wrapped up in the decisions to be 
made in a committee room of the Senate. And I could not help but 
get reinvigorated with the idea that the natural resources of the coun 
try belong to all the people. 

You have had a good many speeches, some from very eminent Sena- 
tors, this afternoon, and I want to address my remarks primarily to 
the Georgia situation. 

Georgia is the keystone State. Of course, I am naturally in love 
with Georgia. I served in the senate for 3 terms. I served in the 
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: house for 6 terms. I am interested in people and things and develop 
he ments. 

we FEDERAL INSTALLATIONS IN GEORGIA 

rt 7 , ; 

Georgia has been most fortunate in having had three Federal instal 
er lations develop within the State. The Clark Hill development on the 
var" Savannah River is now completed, with the second generator going on 
the lines within the next few weeks. 
nd The Georgia Power Co., since March 1950, has been attempting to 
er negotiate a special type of contract, where they would permit the 

United States Government to spend $80 million building a facility 
se and then have the opportunity of hooking their lines direct to this 
es facility, excluding the preference customers going direct to the bus 

bar to get the energy. 
fi We don’t like that kind of arrangement. We did not appear 2 years 
nal ago before this committee, because we had hopes at that time that we 
re would be able to work out some kind of an arrangement that would 
protect the interests of the rural electrics, that would enable the people 
un to get the benefits that the National Congress wanted them to get. 

So we stood idly by and did not come before this committee. 

Last year I came before the committee and told the committee that 

ve were unable to get any wheeling arrangements whatsoever from the 

(reorgia Power Co.: that there was only one contract that they sought 
RP. to get, and that is hooking their lines direct to the bus bar. 

RATE REDUCTION OFFERED BY GEORGIA POWER CO. 

During this past year we have had several conferences with thi 
power company. They have stated repeated|y that we have already 
gotten the benefits out of Clark Hill. They do not want us to vet 

a any further benefits, although they lo offer a shight reduction in rate, 
on But ve don’t w ant to sell our birthright for a slight reduction in rate 
si, Their proposition, according to the best engineering studies—and 
p they have been backed up by records in the Federal Power Commis 
" sion as well as in the office of the Southeastern Power Administra 
ase tion—is that it is a deal in which they vet 9.7 times as many benefits 
by as they seek to give to us. 
oo We do not believe that it was in the minds of the Sen tors or any 
: Member of Congress that any private industry, utility or otherwise, 
bn should get at the taxpayers’ expense that wide a margin of benefits. 
th hey have refused, and it is in the record of my statement, gentle 
he ment of the committee, to wheel, under any consideration. lhe only 
of language they know is the language that you have to make them do. 
o REQUEST FOR FUNDS 
be 
ut I am asking this committee, and oftentimes committees have to add 
in committee amendments to appropriation bills and other bills, and | 
would like to say, “Thank God for the Senate,” because I have seen 
la- the Senate rescue many a bill and protect the people’s interest, when 
to the House, in the state of confusion because of the many Members and 
because of the tremendous pressure, makes mistakes. 
ve But I want to ask this committee again, as I did last vear. to give 
he us $500,000 te build a stub line into Augusta; and from Augusta se\ 


eral cooperatives can be served, as well as the city of Augusta, through 
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the Georgia Power Co. facilities. You will never have to spend 
dime of that money, because the language that you speak through i: 
the appropriation w ill sound very strongly to their ears, and they w 
agree to wheel. 

It was news to me just now when I learned that VEPCO had sig 
a contract to wheel, only until such time as the Georgia Power ( 
contract becomes effective, or that particular type of contract. 

All over the country the leading periodicals, the utility magazine 
are basing the future activities of the utilities on the Georgia Pow: 
Co. type contract. 

Despite what Drew Pearson might say, and other columnists, | 
don’t think this is a giveaway Government, and I don’t think ~ u 
any giveaway administration. But to permit them to forestall : 
other person getting to the bus bar except the power pote would 
be giving them a resource that we feel they are not entitled to, Mr 
Chairman. 

COUNTERPROPOSAL 


We have made a counterproposition. That proposal is now before 
Secretary McKay. We have been over to see Secretary McKay on 
two occasions. The chairman—I believe Mr. Cordon is the chairman 
of the subcommittee—was over there. Senator Hayden was present 
when we made our proposal to the Secretary. He has that under 
study. He has tremendous pressure on him to make decisions now. 
We understand that. But you gentlemen here today can make a deci 
sion that will go down in history as one of great moment. Because 
the entire picture on the southeastern seaboard is being written, all 
predicated on whether or not Congress will accept a contract from a 
private utility interest to hook directly to a federally installed facility 
that has given, under the act of the Congress, certain preferences to 
certain customers. 

We do not belieye that we will get the preference that we need, the 
use of that facility that we need. We have been willing to work with 
them. We have been willing to sit down and talk tothem. But they 
have been unwilling to talk to us, except: “We want the contract” 
as they have written you 3 years ago. 











MARKETABLE POWER 











They don’t tell the Congress the whole story, and neither can the 
representatives in a State like Georgia know everything. They don’t 
tell you the whole story. You have to rely on statements of men you 
think have integrity and ability. The only thing they mention in 
their contract is 70,000 kilowatts firm marketable power. That is 
the only yardstic k. Yet our engineers and the Federal Power engi- 
neers and the Southeastern engineers say there is 122,000 kilowatts of 
firm marketable power. 

What are they going to do with the other 52,000? What are they 
going to charge for it? What benefits are going to accrue from a 
dump- power proposition, a storage-reservoir proposition ? They 
make no mention of that. They have never made any mention of any 
other benefits. 

And the late Secretary of Interior Chapman made the statement as 
he departed from the office that his Department had never analyzed 
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the Georgia Power Co. contract because they had nevel agreed on 
principles. 

And I think still today, gentlemen of the Congress, there has never 
yet been an analysis made. 

There are tremendous hidden benefits. We have already found 
that there is 10 to 1 on their side. And we think a fair division of the 
benefits that we are entitled to, if there is a million and a half benefits 
there are more than that, but if there are a million and a half 
tainly should receive a reduction in rates to the extent of 
percent of it. That is nothing but fair play. And other preferred 
customers can come in from time to time. 

There have been only four municipalities in Georgia that have ever 
mentioned wanting power. They have sold a good bill of goods in 
Georgia. They give every municipality a 3-percent rebate on their 
retail sales. They carry on their “better home towns” contest. They 
are competing with the Extension Service on the deve lopment. of 
pastures. And I do not see where that has anything to do with 
electricity. 

It isall wrapped up. They give you a lot of stuff, and it is wrapped 
up in your State. And they think we are a bunch of looneys that 
don’t know what they are doing. 

I am telling you right now, “gentlemen: You cannot be a party to 
permitting those folks to get by with that. If you give us a half a 
million dollars, you will never have to spend a penny of it. And I 
am sincerely telling you that, and believing it to the fullest of my 
knowledge. I just know that strongly that the only language those 
folks know is when somebody gets them across a barrel. 

You see what Virginia is going to do. As soon as the Georgia 
Power Co. contract, if it be accepted—and I doubt its ever being ac 
cepted; I think Secretary McKay is an honorable man and Mr. 
Aandahl is an honorable man, and they are going to have their people 
ferret out that contract. 

Now, I don’t know what the Republican Party or the Republican 
administration has delineated as the power policy. I don’t know. 
The people are eagerly seeking it. 

Mr. McKay says tod: Ly, “We are just feeling out a way.” He said, 
“They report this, that, and the other, but you can be assured that we 
are just feeling our way, and we are establishing that policy as we 
go along.” 

Before the House committee he made the statement that he believed 
in competition, that he thought there was a place for private power 
as well as public power. 

I thoroughly agree with him ou that. But I say this, that they 
ought to be made to treat fairly and squarely with us in the proper 
division of the benefits, and certainly we, as rural electrics, are crea- 
tures of the Congress. We celebrated our 18th anniversary just yes 
terday. We are your children. You certainly have a right to pro- 
tect your children and to see that we are given proper protection 
through appropriations and other means at the disposal of the 
Congress. 

OTHER GEORGIA PROJECTS 


We are very fortunate, in Georgia, in having 2 or 3 other proposi- 
tions. The Allatoona project in the northern part of the State has 
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been taken over by the power company. They pay us a million dol 
lars for the energy, use it 15 percent of the time, and hold it as a 
captive plant. They don’t want the electric ity to flow out to the peo 
ple, except through their means. They don’t want the people to 
know what the benefits of public power have been 


RATE REDUCTIONS 


We have had 10 rate reductions since the advent of TVA. We have 
got two co-ops in the northern part of our State. We call them 
TVA co-ops. They can get anything under high heaven. They 
occupy a buffer zone. And the TVA dare not push beyond that. 
And they are selling electricity at retain practically as cheap as we ar 
buying it wholesale from the Georgia Power Co. They took over 
Allatoona and are using it 1! 5 percent of the time. [ 

Jim Woodruff is now under construction, ready to go on the line in 


1954. 
PLANS FOR INTEGRATION OF FEDERAL PROJECTS 


And I am asking this honoroble committee to give us $100,000 to 
make plans for the integration of federally developed projects such 
as Clark Hill, Allatoona, and Jim Woodruff, in order that you might 
protect the investment of the taxpayers of this Nation. 

I am just as vitally interested in power projects in the Pacific North 
west. I am vitally interested in the proposition of Oklahoma and 
Kansas and all the Southwest. We have a great Nation, and we have 
a right to develop every phase of this Nation’s activities, including 
its water resources. 

Yes; there is a place for the private power boys. We are not trying 
to take any of their customers. Strange as it might seem, we have 
never built a line to a customer @ the private power company. We 
have 225,000 rural consumers in Georgia. We have never taken a 
customer away from the power camnbenttiet We only serve those they 
would not serve. 

Now we want to guarantee to those people, 225,000 farm homes and 
families and establishments in my State, that they have security for 

long time. And with declining prices in farm commodities, it is 
highly necessary that that farmer have a cheaper rate, if that be pos 
sible, certainly not an increase in rate. 

But once they hook their lines to the bus bar, all over this south 
eastern section, you will see the rates continue to climb. And that has 
been true in the New England States, where there was no threat of 
competition, no yardsticks to show what electricity costs for the gen- 
eration thereof. That has been true all over the Nation. There is 
not a single widow or orphi in that has failed to clip a coupon because 
of the coming in of REA or the building of any Federal project. Yet 
[ can say that the REA has built a most sti able country and a stable 
agriculture. 

[ like appearing before the United States Senate. It does something 
to me, makes me proud to be an American, makes me proud that we 
have here men of ethical ability, men who have the interests of all 
the people at heart, 96 Senators, with the entire Nation looking to 
them for guidance and protection. 
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ADEQUATE PLANNING FUNDS 


Mr. Chairman, I have confidence in your committee. I believe that 
you will write into that appropriation bill $500,000 in order that we 
might have the proper yardstick, and that you will give us adequate 
planning funds in order that we might provide an integration. We 
are not trying to destroy anybody. We are trying to protect the Gov 
ernment’s investment in plants they have already put millions and 
millions of dollars into. 

You have been very kind to listen. It is late in the afternoon. I 
hope you won’t have to get by on a hamburger tonight again, Mr. 
Chairman. I am trying to catch a train. And I am very grateful 
to the committee. 

Senator Youne. Thank you for an excellent statement. 

(The prepared statement of Mr. Harrison follows :) 


STATEMENT OF WALTER HARRISON, Vick CHAIRMAN, SOUTHEASTERN Power CoM 
MITTEE: MANAGER, GEORGIA ELecTRIC MEMBERSHIP Corp.; Direnror, PLANTERS 
ELecTRIC MEMBERSHIP CorpP., MILLEN, GA. 


Mr. Chairman and gentlemen of the committee, it is a genuine privilege to 
again appear before this honorable committee for the purpose of discussing the 
needs of the Southeast, and Georgia in particular. 

Having served in the house of representatives and the senate in the Georgia 
General Assembly for a number of years, I have often given forth the utterance, 
“Thank Ged for the Senate!” For at times we have found that in the confusion 
misinformation, and lack of understanding of problems facing the legislative 
bodies, mistakes have been made and the distinguished Members of the Senate 
are called upon to rectify them. At present we find ourselves in that dilemma 

Despite our pleas for funds to build a transmission line from Clarks Hill on 
the Savannah River to Augusta, Ga., and despite our tremendous need for 
planning funds for the future integration of various multipurpose projects, either 
within or bordering our State, we find*the House side of the United States Con 
gress has failed to appropriate funds for such purposes 

It provides good reading in part 1 of the subcommittee of the House report on 
interior items when the esteemed Secretary MeKay of Interior is reported as 
saying, “I do not believe in monopolies; either on the part of the power c 
panies, or on the part of the Government. A little competition will do us good.” 
Then as relates to the committee’s policies Representative Jensen, of Iowa, is 
reported as having stated, “Where the private utilities and/or REA’s and/o1 
municipalities have adequate existing facilities for transmission to furnish power 
to the people in that area and will wheel Federal bydro power at a reasonable rate 
to preference customers, as provided by law, then this Congress is not justified 
in appropriating the people’s money to build transmission lines in that particular 
area.” And to this statement Secretary McKay is quoted as sa ig, “I agree 

Since March 1950 the Georgia Power Co. has tried to negotiate with the Depart 
ment of the Interior, either directly or through Southeastern Power Adminis 
tration, a special type contract that would permit them to go to the bus bar for 
the energy to be generated at the Ciarks Hill project 

During 1950 and 1951 the power company was negotiating with us a new 
wholesale contract. This contract would reflect certain savings, but included too 
many restrictions to make it a contract that should be signed in the best interests 
of the rural electric consumers. During this period of time we did not appear 
before this honorable committee 

In 1952, the Georgia Electric Membership Corp. (statewide rural electric 
association) went on record several times as being opposed to the proposed new 
contract. 

We did appear before this honorable committee in the spring of 1952, seeking 
an appropriation for a transmission line into Augusta, Ga. You did not see fit 
to go along with our request. 

As late as October 1952, we had an all-day conference with the Georgia Power 
Co. officials in Atlanta, seeking to reconcile our differences and to secure a 
fairer division of the benefits to be derived from Clarks Hill. We accomplished 
nothing. 


82224—53—pt. 2——-18 
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On February 11, 1953, a committee representing the Georgia Electric Member 
ship Corp. appeared before the Secretary of the Interior and submitted a genera! 
statement of a proposal which we, representing preference customers, wer 
making for disposition of Clarks Hill power in the State of Georgia. This pro 
posal, as presented at that time, is substantially as follows: 

1. That the Georgia Electric Membership Corp. purchase for the use of prefer 
ence customers the output of Clarks Hill power assignable for disposition in the 
State of Georgia at the bus bar of Clarks Hill. 

2. That we enter into an agreement with the Georgia Power Co. for the pur 
chase of firming power, at rates satisfactory to both parties. 

3. That an agreement also be entered into with the Georgia Power Co., again 
at satisfactory rates, for wheeling to preference customers such portion of Clarks 
Hill power. 

This proposal represents a compromise which will provide the means of deliv 
ering to the people in the State of Georgia some of the benefits from Clarks Hill 
power, and should be acceptable to all parties because 

1. It follows the provisions of the Flood Control Act of 1944 in that i: delivers 
power to the preference customer at the bus bar. 

2. It eliminates the need for Government transmission lines and makes uss 
of existing power company generating and transmission facilities 

Our proposal would also allow the operation of Clarks Hill as it was designed, 
asa peaking plant. It also would utilize steam generation on the most economical 
basis by employing each kilowatt of steam capacity for upwards of 7,000 to 8,000 
hours per yerr rather than 3,500 hours as required to serve the cooperative load 
without Clarks Hill power. It does not, in any way, interfere with the operation 
of Clarks Hill as a generating plant on the Georgia power system. Our proposal 
simply designates that portion of Clarks Hill power which is useful to the prefer 
ence customers as if Clarks Hill were a generator connected directly to preference 
customer loads isolated from other power company loads. 

Our proposal differs from that made by the Georgia Power Co. in that 

1. It passes on to the cooperatives a greater and more realistic share of Clarks 
Hill benefits, and does not put a limit of 70,000 kilowatts. 

2. The preference customer, contractually, will own the Clarks Hill power 
from the instant of generation to the ultimate consumption of this power by 
the preference customer, which is proper under the Flood Control Act, 

An analysis of the Georgia Power Co. proposal now pending in the Office of 
the Secretary of the Interior indicates that when the rates in that proposal are 
applied to our estimated load for 1954-63, the average saving to the preference 
customer, over the present rate, will be $150,549 per year. The fact that Georgia 
Power Co. will operate Clarks Hill as a peaking plant will show the following: 
Assuming one-half of the output of Clarks Hill to be available to Georgia (as 
assumed by the power company in their proposal) a minimum of 122,000 kilowatts 
of dependable capacity will be available and utilized to the maximum by the 
Georgia Power Co. to carry a portion of their peak load. If this company does 
not acquire this Clarks Hill hydropower for the growing loads of its system, it 
must provide equivalent capacity from alternative sources. The Federal Power 
Commission has estimated that alternative steam capacity available for load will 
cost, in fixed charges, $21 per year. Clarks Hill power is offered and can be 
purchased by the Georgia Power Co. for 0.75 per kilowatt, per month, or a 
maximum of $9 per kilowatt, per year 


Steam capacity cost ; 122,000 kilowatts at $21 $2, 562, 000 
Clarks Hill hydro cost ; 122,000 kilowatts at $9 i 1, 098, 000 
Annual saving to the company - 1, 464, 000 


From the calculations above, it is clear that the Georgia Power Co. stands to 
gain $1,464,000 per year while offering a proposition to the preference customers 
which would pass on a maximum of $150,549 per year, average over the next 
10-year period. The ratio is 9.7 to 1.0. 

We do not propose to interfere with the operation of Clarks Hill project to 
the fullest extent of utilization by the Georgia Power Co. and the maximum 
benefit to the people of the State of Georgia. We propose only that a greater 
proportion of the benefits from the operation of the project accrue to the prefer 
ence customers. We believe that our proposal is the answer and will culminate 
in a workable solution toa presently stalemated situation 
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HxHipir A 


Greorera ELecTric MEMBERSHIP CorP., 
Varch 23, 1953 
Mr. HARLEE BRANCH, Jr., 
President, Georgia Power Co., Atlanta, Ga 
DEAR Mr. BRANCH: The members of the Georgia Electric Membership Corp 
and all persons being served by rural electric cooperatives in the State of Georgia 
are extremely interested in the disposition of Clark Hill power in the State of 
Georgia, particularly as it relates to their present and future power supply 
We are aware that the provisions of the Flood Control Act of 1944 make any 
arrangement to purchase this power by the Georgia Power Co. very unlikely, and 
we have, therefore, made a proposal to the Secretary of the Interior in behalf of 
the Georgia Electric Membership Corp 
This proposal briefly is this: That the Georgia Electric Membership Corp. pun 
chase at the bus bar of Clark Hil) such power as is assigned for use in the State 
of Georgia, and in turn, offer to contract with the Georgia Power Co. for the 
additional firming power to satisfy the requirements of the Georgia BPlectric 
Membership Corp. members and other preference customers who are interested 
In this way, the Clark Hill project will be utilized as a peaking plant supple 
mented by base loaded steam for maximum efficiency of operation. The excess 
power not calculated to be useful in the preference customer load will be available 
to the Georgia Power Co 
This proposal, as outlined in general terms, constitutes a method by which this 
problem regarding Clark Hill power may be solved It will fully satisfy the 
preference clause of the Flood Control Act in that the power will be delivered 
directly to the preference customers 
It offers the distinct possibility of concluding a contract which will permit 
this power from Clark Hill to flow into the State of Georgia. To this date, the 
only contracts concluded are those which call for delivery of a portion of this 
power into the State of South Carolina. We know that you, like the members 
of the Georgia rural electric cooperatives, are most anxious for arrangements 
to be concluded whereby we will receive the benefits of this fine hydro project 
In order that we may proceed without further delay and while our project is 
being considered by the Secretary of the Interior, we request that you advise us 
whether or not you will be willing to sel! us the additional firming power neces 
sary for our use and allow us to use your transmission system to deliver power 
to our members and other preference customers, subject to agreement between us 
on contractual terms and prices for such firming steam and wheeling services 
Your early reply to our request will be appreciated 
Very truly yours, 
GeorGtia ELectric MEMBERSHIP CorP., 
D. M. Pottock, President 


ExuHiBir B 
GEORGIA Power Co 
Atlanta, Ga., April 9, 19538 
Mr. D. M. PoLLock, 
President, Georgia BPlectric Membership Corp. 
Wonroe Ga 


Deak Mk. PoLtLtockK: Since your letter of March 24 described a proposal by the 
Georgia Electric Membership Corp. for the disposition of Clark Hill power, it is 
regretted that it was not received in time to be answered in advance of recent 
testimony in Washington on that subject. 

We, too, are most interested in obtaining for Georgia the greatest possible bene 
fits of hydroelectric power from the Clark Hill Dam. We have been working 
toward that end for several years. 

You will recall that as early as March 24, 1950, we submitted a proposal to 
the Department of the Interior for the purchase and delivery of power from that 
project, and other Federal reservoir projects, to preference customers in our 
State. On the basis of that proposal, a definitive draft of contract was negotiated 
on September 11, 1951, with the Division of Water and Power, to which the 
matter has been referred by the then Secretary of the Interior. Naturally. we 
expected that the contract would be promptly approved by the Secretary so that 
there would be no delay in the delivery of power to Georgia preference customers 
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You know of our persistent efforts to obtain action on the contract by the 
former Secretary so that the rural electric cooperatives in Georgia would receive 
without delay, the full benefits of Government power to which they are entitled 
by law. We were greatly disappointed not to have had your corporation’s help in 
that effort since, under the terms of our proposal, the cooperatives belonging to 
your organization would receive Government power at the lowest cost and unde: 
the most favorable conditions of any plan yet devised by anyone, either in or out 
of Government. Our proposal which fully conforms with Federal statute and 
congressional policy, has been resubmitted to the new Secretary of the Interior 
and- we are advised that it is now being studied by his staff 

The proposal described in your letter does not differ, in principle, from the 
wheeling contract which the Southeastern Power Administration has repeatedly 
sought to force upon our company We have explained many times to the Sout! 
eastern Power Administration and to other interested parties, including the 
officers and members of your own organization, why we could not be a party t 
any such arrangement. Your proposal, like the earlier proposal of the South 
eastern Power Administration, would require us to give up customers we have 
served efficiently and at low rates for many years, including not only the rural 
electric cooperatives but also a large number of municipalities constituting an 
important segment of our business. To our knowledge, they have not indicated 
any desire to be served either by your corporation or the Southeastern Power 
Administration 

If we accepted your proposal, we would not only have to dedicate substantial 
generating facilities to your corporation's use for firming up the limited and 
inadequate amount of power available from Clark Hill, but we would also be 
committted to maintain whatever generating and transmission facilities were 
necessary to take care of the power requirements of preference customers 








excess of that limited power supply You will see, therefore, that what you are 
suggesting is that we supply the means by which an important part of our Wisi 
ness would be sacrificed. Accordingly, we must say again that such a proposa 


is unaeceptable to our company 
While we cannot agree to your proposal, nevertheless, we are desirous of 
working with your group and all of the Georgia cooperatives to the fullest pos 
sible extent, and we hope you will not hesitate to call upon us whenever we can 
be of service 
Sincerely yours, 
HARLLEE BRANCH, Jr 


EXxuHIBIT C 


APRIL 30, 1953 
Mr. HARLLEE BRANCH, 
President, Georgia Power Co., 


Itlanta 1, Ga. 


Dear Mr. Brancn: This will acknowledge your letter of April 9, 1953. I do not 
think that this most important matter can be settled by an exchange of letters 
however, there are some things in your letter upon which I would like to comment 

The Georgia Electric Membership Corp. proposal is very different from the 
wheeling contract offered by the Southeastern Power Administration. Our pro 
posal would have the effect of keeping the Government out of the power business 
in the State of Georgia and would allow the Georgia Electric Membership Corp 
a preference customer, the right of buying the power for distribution te its 
member cooperatives. These cooperatives are presently your customers and 
your company would be dealing with them on a wholesale basis and would be 
supplying their power needs as it had done in the past, with the exception that a 
portion of that power supply would come from Clarks Hill. 

The same commitment would have to be made by your company whether there 
Was any contract With the cooperatives either through the Georgia Electric Mem 
bership Corp., or as individual customers and whether the Georgia Power Co 
proposal is approved by the Secretary of the Interior. Exactly the same amount 
of load would exist on the Georgia Power Co. system and must be supplied from 
the identical sources of generation. We would be, in effect, trading capacity -to 
your company for the energy necessary to take care of our requirements 

We do not feel your proposal passes on the benefits from Clarks Hill project 
which were intended for the REA cooperatives and to which they are entitled 
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It has been, and it is now, our desire to reach a mutual agreement with you ot 
this important subject and then to work hand in hand with your gor d company) 
for the development of a greater Georgia, and our counterproposal is made ot 
that basis 
Very truly yours, 
L>. M. PoLiock, 
President, Georgia Electric Membership Corp 





- 

Thus you can see Mr. Chairman and gentlemen of the committee where the 
matter rests 

The Georgia Power Co. has in no uncertain language stated that they 
wheel power from Clarks Hill to the preference customers, They are 
this committee and the Congress to action. Clarks Hiil is hot—energy is Wl 
to the South Carolina side of the Savannah River—another generator i ady 
to go not one kilowatt is flowing to the Georgia sid the res sf 
water—our farmers are needing cheaper pow more now than in several years 


due to the depressed prices of farm commodities 
This matter needs to be resolved either by this Congress appropriating sufficient 


moneys, not ove! $500,000 for the Clarks Hill-Augusta, Ga i Live 
Supreme Court of the United States pass upon the legality of the proposed ¢ 

tract that has been submitted by the Georgia Power Co. for the pm ase of e 
people’s power, made possible by the people’s money Keep in mi the farm 


people of Georgia do not want to pay for this project twice 

And before we pass from this scene we want to ask some pertinent questior 
as to Georgia Power Co. proposal 

President Branch speaks only of 70,000 kilowatts of firm marketable energy 
available on the Georgia side for preference customers. How does he arrive at 
such a figure? The project has 122,000 kilowatts of firm energy based on 50 


percent of its capacity What happens to the other 52,000 kilowatts All figures 
are predicated on low minimum water conditions and the average should he 
nearer 160,000 kilowatts for 50 percent of the pl ints capacity W he los the 


rest of the power go, and at what price Does the capacity of this plant eva] 
rate in nothingness as he would indicate 

President Branch indicates that he is willing to enter nonprofit arrange 
ments for the disposition of Clark Hill power, but he tells only a part of the 
deal. There are many hidden benefits: Capacity, dump power, water storage 
capacity, and the like. The greatest benefit to the Georgia Power Co. would 
be our loss of “yardstick” and the complete elimination of any competiti 
from the electric field in this section of Georgia. The Georgia Power Co. has 
prospered tremendously since the advent of TVA; they have built more lines, 
served more customers, making greater profits and believe it or not—not a 
single widow or orphan has failed to clip a Georgia Power Co. coupon for the 
lack of profit. Competition or the threat of competition has made them enjoy 
the greatest growth in their history 

President Branch seems disturbed about the preservation of historical cus 
tomer relationships and integrity of operations However we are inclined to 
think that his worries stem from losing one of the juiciest plums to fall in the 
Southeast other than the rapid amortization dea! Of course, to lose a $1,500,000 
anticipated saving from the capacity of Clark Hill alone would eause the aver 
age farmer in Georgia some worry 

The Senator spoke on this bus-bar deal when the amendment of Senator 
Bailey of North Carolina was defeated in 1944. Then the preference amend 
ment was adopted and now the questions resolves, “Who shall give the preference 
the Georgia Power Co. or the United States of America through its Depart 
ment of Interior?” 

President Branch seems concerned that the REA’s in Georgia are confused 
That only 24 cooperatives have signed SEPA contracts and that they are “iffy” 
contracts. We would like to allay his fears. We dre not confused. We see 
only the ghosts of the Insull regime. Our statewide organization is more 
completely unanimous than ever before on this matter of Clark -Hill energy, 
and the further fact that we are planning transmission lines from Buford 
to Allatoona dams in order to release this project from the captive class 

Gentlemen of the committee, the Allatoona project, while under contract to 
the Georgia Power Co., is being utilized a small portion of the time But 
while under contract, it ceases to be a threat to their practical monopoly in 
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Georgia. We are not confused—but we see transmission lines moving swiftly 
into generating centers wherever federally built projects have been built or ar 
under construction. We are frightened, because we fear the “kill,” at the peo 
ple’s expense. 

We believe that this committee will grant us the $500,000 to build the ling 
into Augusta, Ga. It is the greatest protection that his $80 million installation 
can have, as well as the preference customer. 

We respectfully request that this committee recommend an appropriation of 
$200,000 for planning funds for the Southeastern Power Administration. This 
becomes highly necessary with the near completion of Jim Woodruff Dam in 
the southwestern part of Georgia. This facility should be integrated with 
Clark Hill, Buford, and Allatoona projects in order to get the most effective 
use from this plant and the other installations. 

The immediate locale of Jim Woodruff Dam is more or less a power desert 
Power is scarce and high. Some of the rural electric cooperatives in this par 
ticular area have had cancellation of power supply contracts because they would 
not renew their contracts 2 years before expiration. They are attempting to 
build a file that would denote satisfaction on the part of the cooperatives 
This is not true. The rural electrics want all the benefits possible under the 
preference clause, and through the building of these multipurpose projects 

By planning funds we mean funds for making preliminary plans for integra 
tion. Not for the purchase of rights-of-way, and the like. The Government 
has invested heavily in developing multipurpose projects in Georgia. Their 
integration will insure to the preference customers, many economic benefits and 
will guarantee to the Government that each plant can be utilized to its fullest 
capacity. These planning funds are good insurance to insure the investment 
previously made in these facilities. 

Retention of construction funds in the amount of $50,000 which were allowed 
by the House is respectfully requested of this committee and the Senate 

We deeply appreciate the interest you have manifested in our presentation, 
and we have the utmost confidence that your decision will be favorable to the 
people. 

Mr. Woop. Mr. Chairman, Mr. Gajan, from Louisiana, would like 
to make a very brief statement. 

Senator Youna. Yes, sir. We are very happy to have you. 

Mr. Exuiis. May we have an understanding about the statement of 
these fellows ? 

Senator Youna. Yes. All these statements will be made a part of 
the record. 

Mr. Wooprurr. Do you have any other witnesses / 

Mr. Woop. Sir, we would like to call Mr. Slusher, and with that we 
would relinquish the floor. 

We have men from Texas that have not been heard, and from Ar 
kansas, but we are not going to insist. We have additional men from 
Oklahoma that would like to be heard, but we are not going to insist, 
because we realize it is getting extremely late. 

We would like to give the President of the Missouri Farm Bureau 
Federation, who is not a part of our co-op group, in fact, just an op 
portunity to make a brief comment. 

Senator Youn«e. Is Mr. Hinkle here? 

Mr. Woop. I don’t believe Mr. Hinkle is here. Senator Symington 
read a statement for Mr. Hinkle, if you will remember. Maybe you 
were not in at the time. 

Senator Symington did read a statement that Mr. Hinkle had sent 
up to him. 

Senator Youne. I wish Mr. Hinkle could have appeared here him 
self. I respect him very much, 

Allright. You may proceed, Mr. Gajan. 





iftly 


are 


peo 


line 
tion 


n of 
This 
1 in 
vith 
tive 


ert 
par 
muld 
yr to 
ves 
the 
S, 
2ra 
ent 
1eir 
ind 
lest 
ent 


ved 


on, 
the 


ike 


of 
of 


we 
.F- 
ym 


st, 


Au 
p- 


9u 


nt 





INTERIOR DEPARTMENT APPROPRIATIONS, 1954 1323 


SOUTHWEST LOUISIANA ELECTRIC MEMBERSILIP CORP., LAFAYETTE, LA. 


STATEMENT OF U. J. GAJAN, MANAGER 


GENERAL STATEMENT 


Mr. Gasan. Mr. Chairman and gentlemen of the committee, I am 
going to be very brief, because I know we are pressed for tirne 

I woul 1 like the permission of this group to file this stateme ant. and 
[ will just briefly outline it and possibly supplement it in a few in 
stances. 

Senator Youne. Very well. 

Mr. Gagan. My name is U. J. Gajan. 1 am manager of the South 
west, Louisiana Electric Membership C orp., domiciled in Lafayette, 
La. We serve in excess of 21,000 farm families in southwest Louisi 
ana. I have been directed by the Louisiana association to represent 
them before this committee. 

We certainly urge that this committee give favorable considera 
tion to the Eisenhower budget for the SPA appropriations. 

In Louisiana, Mr. Chairman, we are strictly dependent upon an 
outside source for our power supply; not only the rural electric coop 
eratives, but also the munic ipalities. 

It is a problem that we have had to work out, and it has been very 
difficult. 


UTILITIES COMPANY CONTRACT! 


Two years ago, the utility companies submitted us a new contract. 
They based the contract upon the assumption that the Southwest 
Power Administration would build lines into Louisiana. They gave 
us the actual SPA rate, which figures approximately 5.6 mills, with 
a load factor of 50 percent. 

However, they gave no consideration to the municipalities in giving 
them any kind of rate of reduction, and they are presently paying 
between 9 and 13 mills for their power. 

The result of this was an overwhelming repudiation by the munici 
palities of the policies of the utility company, and a rate discrimina 
tion suit was threatened, but never took place, in view of SPA. 

It was our hope that we would get a contract. that would be favor 
able to the rural electric cooperatives, to the utility companies, and to 
the municipalities. 

We are mighty much afraid, Mr. Chairman, that the action of the 
House subcommittee in approving, and subsequent action of the House 
in approving, the $150,000 for the continuing fund, will adversely 
affect the negotiation of what is known as the 12 company contracts 
that have been carried on since 1951. 

It has shown two results so far. Up until the beginning of this 
year, the utility companies were still in favor of going along with the 
contract: with the view that the rural electric cooperatives and other 
public bodies, people that. are covered by the 1944 Flood Control Act 
as preference customers, would buy power from the Southwest Power 
Administration. 

Subsequent to the House action, they have reversed their dealings 
entirely, and they are now trying to have a contract adopted which 





1324 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


would give them bus bar and control of all of the power generated, 
surplus power generated, at the dams. 

In the past 2 weeks alone, 2 different types of contracts have been 
submitted by the commercial utility companies. In other words, we 
do not know what position we are in, Senator, because one week they 
submit one contract and the next week they come up with a change in 
the body of that contract, and offering other terms. It is not con 
sistent. And we are mighty much afraid that if the continuing fund 
is not approved, is not restored by the Senate committee and by the 
Senate floor, we will be faced with the possibility of a bus-bar con 
tract, and as a result, ultimate increase in power costs. 

We certainly appreciate the time that this committee has given me. 
I know it is late. And I think you very much. 

Senator Young. Thank you for your statement. 

(The statement referred to follows:) 


STATEMENT OF U. J. GAJAN, MANAGER, SOUTHWEST LOUISIANA ELEcTRIC 
MEMBERSHIP Corp. 


Mr. Chairman and gentlement of the committee, my name is U. J. Gajan. I 
am manager of the Southwest Louisiana Electric Membership Corp., Lafayette, 
La. I am executive committeeman on the board of directors of the National 
Rural Hlectric Cooperative Association, representing the States of Louisiana, 
Arkansas, Missouri, and Oklahoma. For the past 6 years I have been a member 
of the advisory committee on power for the Southwest, a group of cooperative 
leaders from the 6-State area comprising Texas, Louisiana, Arkansas, Missouri, 
Kansas, and Oklahoma. Our committee is primarily concerned with power for 
the development of this area and represents approximately 165 rural-electric 
systems. This committee unanimously endorses and supports the necessary 
appropriations for the Southwest Power Administrations. 

The rural electric cooperatives in Louisiana, serving approximately 85,000 
farm families and other rural establishments, are completely dependent upon 
outside source for their power supply. In addition, a great number of the munic 
ipalities in Louisiana are also dependent upon outside source for their power 
supply. Many of the municipalities have outgrown their existing generating 
facilities and will either have to purchase outside power or float a bond issue 
to construct additional facilities. 

Through the existence of the Southwestern Power Administration additional 
low-cost power has been made available, in that area, resulting in overall devel 
opment insuring sounder economy. 

Unfortunately, the House subcommittee saw fit to cut the funds requested by 
the Interior Department. This tragic decision was upheld by the House of 
Representatives on Tuesday, April 28, 1953. It is our sincere hope that the 
Senate subcommittee will restore these funds. 

The operation and maintenance funds customarily used for the purpose of 
operating and maintaining the system including power marketing and the opera- 
tion and repair of transmission facilities. 

The construction fund requested by the Interior Department would be used 
only for the purpose of completing the program initiated in 1950 and would be 
used largely for interconnection with private utilities, G. and T. cooperatives and 
also facilities to serve municipalities. 

The continuing fund as requested by the Department of the Interior is very 
essential in implementing contractual agreements entered into between SPA and 
the G. and T. cooperatives and the utility companies. The continuing fund is 
the key to complete integration of power in the Southwest area. Only through 
this complete integration can the rural electric cooperatives and the muncipali- 
ties realize the benefit of low cost power. 

There has been a policy in Louisiana, of discrimination against the muncipali 
ties by the utility companies. The negotiations of the Southwestern Power 
Administration and the 12 utility companies in the Southwest is closely alined 
with the continuing fund. Only through approval of the continuing fund. can 
a complete and comprehensive integration of all powers be successfully accom- 
plished. 
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In summary we feel that the success of the whole power program fh the South 
west is vitally dependent upon these appropriations. The funds which the South 
western Power Administration requests are funds to complete a program previ 
ously initiated. This will ultimately give the Government more security in its 
already invested program for power. In addition it will give the people of the 
Southwest the right to use the power developed at the multipurpose dams 
Therefore, we urgently request that this committee restore the necessary funds 
for the Southwestern Power Administration us requested in the budget 


Mr. Woop. I would like to ask Mr. Slusher, the president of the 
Farm Bureau of Missouri, to make a brief statement. 


MISSOURI FARM BUREAU FEDERATION 
STATEMENT OF H. E. SLUSHER, PRESIDENT 
GENERAL STATEMENT 


Mr. SLUSHER. Mr. Chairman and members of the committee, my 
name is H. E. Slusher, and I am president of the Missouri Farm 
Bureau Federation, and also a member of the American Farm Burs 
Federation Board. 

You have my prepared statement, which has to do both with the 
continuing fund which we discussed here this afternoon, and also 
with the appropriation to go ahead and ¢ omplete the Table Rock D 
in southwest Missouri. 

There are ji ust 2 or 5 pots I would ae to make. ne is tha l 
would like to call your attention to the fact that this aoe for the 
continuing ap propriat ion and also the mone yv to continue the dam 
is 1n harmony with the State resolution of ow organiZation, and it 
also in harmony with the resolution of the American Farm Bureau 
Federation. 

Senator Younc. Are you appearing in behalf of your State organi 
zation alone ¢ 

Mr. Stusner. Yes, sir. That is right. 

I am not goimeg into the details of the merits of the cont ling 
fund, as you certainly have been patient and have heard plenty 
regard to that this afternoon. 


POWER SILORTAGI 


There is one point, though, that I would like to again emphasize, 
and that is that our REA co-ops in Missouri have been confronted 
with a power shortage almost from the peqinning ot the REA pro 


gram. 
PRESENT CONSTRUCTION 


We have now under construction and completed some four REA 
co-op powe r plants. U nless those plants can be integrated into the 
Federal power system, on the White River and tributaries down 
there in the Arkansas River, they are certainly going to be limited 
their ability to provide power ¢ economically Ww ithout this tieup with 
the SPA, they certainly are going . have their bargaining power 
taken away from us, and it has ely our experience in dealing with 
the utility companies that they are human, and they are just as good 
as they have to be. You take away the barg: uning power of the REA 
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co-ops, and you almost put them at the mercy of the utility companie 
and most of you are acquainted with the utility people's oper: ation. 
It is no criticism of them. They are just human beings. And we 
probably would do the same thing if we were in their position. 

We think it is pretty important that we keep this bargaining 
power, and I hope that you will see fit to do everything within your 
power to have this appropriation reinstated as it was requested by the 
Eisenhower administration. 

Thank you for your time. 

Senator Dworsnax. Just one question, Mr. Slusher. Did you ap 
pear before the House committee when this matter was under con 
sideration ? 

Mr. Stusrer. No, I did not. 

Senator Youne. Was there an effort made on the House side to 
insert this item on the floor ? 


HOUSE MOTION 


Senator Monronry. Yes, there is a motion to recommit with some 
other items, and it lost out, I think, by about a 30 or 40 vote margin. 

Mr. Stusuer. It was almost a party vote, too, when it came to a 
vote. That was the unfortunate thing, because the REA has been a 
sort of a bipartisan proposition. 

Senator Dworsuak. It has been throughout its existence, as far as 
Tknow. During the 80th Congress, which was under Republican con 
trol, some of the largest appropriations in the history of REA were 
made. 

Mr. Stusuer. The vote was pretty well divided right down the line, 
though. 

Senator DworsHak. That is the reason why I asked you if you had 
appeared before the House. 

It seeras to me that every year these bills come before the Senate we 
have an outpouring of representatives, representing various States in 
the country, to acquaint Members of the Senate with the controversial 
issues involved, and I always wonder why these issues are not clari 
fied at the House hearings. 

Do you know why, or have you any reason for that? 

Mr. Stusuer. I can’t answer that one. Maybe we had more confi 
dence in the beginning than later. 

Senator Youna. Even when the Senate inserts it on this side, 
may present quite a problem in conference with the House. 

Senator Monronry. There were several other things wrapped up 
with it, Mr. Chairman. It was sort of an omnibus recommittal bill. 

Senator Youna. In the meeting with House conferees, if they have 
a roll call vote to support their position, they can be pretty tough to 
deal with. 

Senator DworsnAk. Senator Monroney, was that specifically for the 
Southwestern Power Administration, the Southeastern Power Ad 
ministration, or what? 

Senator Monroney. Yes, there were several items in the recom 
mittal. I cannot tell you just what they were. But it was not spe 
cifically on a recommittal of Southwest Power. It was in a wrap-up 
package of several things. 
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Senator DworsHak. Did it include the Bonneville Power Adminis 
tration ¢ 

Senator Monroney. I could not tell you on that. 

Senator Ettenper. The House certainly was inconsistent when they 
granted Southeastern Power what they asked and not Southwestern. 
It is used for the same purpose, and all of it goes back to the Treasut y. 


REFERENCE TO WILKES LETTER 


That is what I cannot understand. There is this letter of Mr. 
Wilkes in there that caused the House to take the position they did. 

Senator Monroney. Mr. Chairman, the letter of Mr. Wilkes in there 
is a complete boobytrap, because he said they needed no money to 

carry out the company contracts; when he knew that the company 

contracts largely were exchanged and paid for kilowatt for kilowatt. 
We are dealing in dollars under these other contracts, and we have 
got to have this continuing fund in the change drawer to buy our 
power inthe morning. Wesell it inthe afternoon. And when night 
time comes, the change drawer still has the original fund in it. With 
out the dollars to deal, you cannot have this program. 

Senator ELtenper. The record of the hearings in the House shows 
that out of the continuing fund that was appropriated last year, the 
SPA paid the company $70,000 and some odd. If they had not had 
that, they would have violated that contract. 

Senator Monroney. And so they got $150,000 this time, because 
they did not want the change to paying off their balance kilowatt for 
kilowatt. 

But they deny to the generating G. and T. co-ops that same privilege. 
It is an attempt to force a monopoly on the captive subscribers of 
these REA’s, by this cutting of the jugular vein, on buying from G 
and T. REA cooperatives. 

Mr. StusHer. Mr. Chairman, unless there is some other question, 
I think that is all, and I certainly appreciate the opportunity to appeat 
before you. 

I will say you are patient and long-suffering. 

Senator Youna. It has been an interesting afternoon. I am learn 
ing more about Southwestern Power and Southeastern Power all the 
time. 

(The prepared statement of Mr. Slusher follows :) 


STATEMENT oF H. E. SLUSHER, PRESIDENT oF THE MissourRI FaRM BurEAU FEDERA 
TION, RELATIVE TO THE APPROPRIATION FOR CONSTRUCTION oF TABLE Rock Dam 
IN SOUTHWEST MISSOURI AND THE CONTINUING FUND For THE SPA 


My name is H. E. Slusher, and I am president of the Missouri Farm Bureau 
Federation, a general volunteer family membership organization of 44,317 mem 
bers. These members are likewise members of the American Farm Bureau 
Federation family of 1,492,282 members. 

From the beginning of the REA program, the Missouri Farm Bureau Federa 
tion membership has supported, by resolution and by deed, the broad principles 
of the REA Act as written by the United States Congress 

I wish to quote from our 1953 State resolution : 

“The REA has made a major contribution to better rural living. We urge its 
speedy extension to areas not now enjoying the benefits of electric service 

“In some cases, where abundant energy is not available on a long-term and 
dependable basis at reasonable cost, it is necessary and desirable for REA co 
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operatives to associate themselves for the construction and operation of trans 
mission and generating facilities.” 

I also quote from the American Farm Bureau Federation resolution for 1953 

“The American Farm Bureau Federation was among the first groups to pro 
mote the electrification of American farms. As early as 1923, we helped 
organize a committee to study the relationship of electricity to agriculture. In 
the same year the American Farm Bureau Federation delegate body resolved 
that rural power costs should be reduced to permit wider use in agriculture and 
that waterpower should be developed in the public interest. 

“From this time to the present, when approximately 90 percent of the farms 
have been electrified, the value of electric power on farms has been amply 
demonstrated. It has improved living conditions and increased efficient pro 
duction. Thus it has been an aid to farmers in attaining higher net incomes. 

“Since there are still some 10 percent of our farms not electrified, we reaffirm 
our support for completion of the program 





“POWER SUPPLY 





“The increasing use of electricity on farms is resulting in a continued power 
shortage in many areas. The continued growth of power generation is necessary 
to service rural needs adequately. Prolonged or frequent power shortages due 
to inadequate distribution facilities of cooperatives or utilities, or inadequate 
power supply, disrupt farm operation 

‘* * * Since the supply of farm labor is decreasing, more power is of in 
creasing importance to enable fewer workers to meet the food and fiber require 
ments of a growing urban population. 

‘* * * if such energy is not available without limitations on the amount of 
energy for farm use on terms equivalent to or less than those which can be pro 
vided by rural electrification cooperatives it may be necessary to use more of the 
funds appropriated to the REA to finance the generation and transmission 
facilities farmers need. We will oppose any efforts to change the present law 
which makes this possible.” 

Missouri is one of the States which has had a power supply problem from the 
beginning Four REA co-op powerplants have been built in Missouri which 
have contracts with SPA, These companies have no way whereby they can hook 
up with private power companies and exchange electric power in order to get 
maximum efficinecy of use. They cannot hope to generate power and distribute 
to the rural area alone in competition with the private company serving densely 
populated and industrial areas 

Thus, the necessity of the continuing fund for the SPA is self-evident. This 
fund makes possible the carrying out of the terms of the power exchange agree 
ments with the 2 Oklahoma utility companies as well as with the 4 Missouri 
generating and transmission cooperatives, as well as other companies in the 
Southwest are: 

The REA co-ops have complied with the spirit and intent of the law as passed 


by the Congress. The SPA likewise has done the same. Private utilities have 
made contracts with SPA. Congress has been kept informed, and has giver 
approval every step of the way They have appropriated approximately $30 
million in Missouri to carry out the program. Plans have been carefully made 


over the years 

As I see it, the Congress is morally obligated to protect the present invest 
ment which has been made to electrify rural America. The program should 
not be terminated until another concrete plan can be substituted which will 
protect the farm people’s electric supply 

The appropriation for the continuation of the building of Table Rock Dam 
should be made for several reasons: 

First, it is a defense need. Being located where it is, defense plants could 
be free from attack by aggressor nations. They would have an abundance of 
economical power. 

Second, the dam and generating plant, as a part of the SPA system, would 
provide a maximum of power for the entire area. 

Third, it would add greatly to the flood-control possibilities downstream. 

Fourth, it would bring about the development of a presently undeveloped area 
which would add greatly to the economic condition, not only of the area, but 
the entire United States 

Fifth, it would be a sound investment for the taxpayers of this Nation. It 
would create wealth 










































































APPROPRIATIONS, 1954 1329 





INTERIOR DEPARTMENT 


ans- 

53 - { You have heard many technical statements made here at this hearing. It is 

pro- not necessary, to repeat their figures. — ; i Da 

ped In conclusion, I would again remind you that the ( ongress of te United 
In States made it possible for the farm people to have light and to have light in 

ived abundance. I know you members of this committee will not knowingly or 

and intentionally deprive them of that great blessing 

Mr. Woop. Mr. Chairman, I will put it this way. We have boys 
ow from Texas, Arkansas, Kansas, who have not been heard. 
pro There are additional boys here from Oklahoma, Missouri, and 
Louisiana who would like to be heard. We are willing to accede, of 
firm course, to the pressure of time, and yet I want to emphasize that those 

boys came up here prepared to testify and hoping to do so. __ 

But we certainly do not want to intrude further on your time if it 

is getting too late. 
wer Senator Youne. I think you have made a very good case. If you 
cod file the statements, I think your record will be complete. 
late Mr. Woop. Yes, sir. 
. Senator Youns. I think it would do you as much good as if you had 
Ron dozens more statements made orally. 

Mr. Woop. We appreciate that, and I think we can appreciate the 
t of fact that the assistance of our Senators from the area who have been 
pro- in here and have cooperated with us has helped to establish that 
be record. 
oe I think we can appreciate that very much. 

So I would like to say this, Mr. Chairman. In conclusion, accord 
the ing to my list, we have 60 people here from the southwestern area alone. 
= Senator Youne. Thank you. 
et 
ute NEED FOR CONTINUING FUND 
sely 
Hts STATEMENT OF HON. A. S. MIKE MONRONEY, A UNITED STATES 
oa SENATOR FROM THE STATE OF OKLAHOMA 
yuri 
the GENERAL STATEMENT 
oe Senator Monroney. Mr. Chairman, may I put my statement in the 
ven record and have about a minute? 
$30 Senator Youne. Yes; you can have all the time you want. 
ade Senator Monroney. I am not going to make any speech. But I 
sok. think the committee understands that there is no Government expense 
uld involved in this $3,600,000 continuing fund in the Eisenhower budget. 
vill However, I wonder, and I do not believe it has been stressed enough, 
i what will happen to Western Farmers Electric if we do not have this 

fund. It goes bankrupt. It goes on the bargain block to be sacrificed 
uld for any utility that will buy it. 
. of 
GOVERNMENT COSTS 
uld 

The cost to the Government in loans is $13 million for that plant 
See and those transmission lines. Without this continuing fund, it can- 
but not operate. 

‘i It was designed and engineered to operate in conjunction with the 


Southwestern Power Administration. Our dams. are on the east side 
of the State and in Arkansas. We had to have an electric-generating 
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system on the west side of the State. We had no system there. It 
was a silly idea, the utilities said. Who would ever think of putting a 
steam plant out on the western part of the State? Craziest location 
you ever heard of. They told the committees that. 


PUBLIC SERVICE PROJECT 


Now Public Service, a private utility, has put in a plant double 
this size, in this same exact area where they said you would never need 
another plant, and they put it in with the knowledge that this Western 
Farmers Cooperative was being built there, right where the co-ops said 
they had to have power. 

These lines had to be run to supply the rural electric load. The 
grid of the private utilities was designed to supply the urban load. 
And they are not engineered and designed to carry the big load that 
has become a part of REA. 

Now, if you deny this fund, then there is nothing in the world that 
I can see for this project except complete failure. And this big 
lant and its transmission lines go on the auction block to be grabbed 
S who! Only by a private utility. 

If that should happen in Oklahoma, it would be one of the worst 
mistakes the utilities themselves have ever made, because it is so 
obvious. Because even though you call this a continuing fund, and 
the line is snapped, we know it is killing, deliberate killing, by the 
Congress, of this project and of this system that would supply whole- 
sale power to a market that Government loans built. 

The private utilities did not build this market. It was Govern 
ment loans, through the REA. And we are only asking that a small 
part of this Government-created new rural market have an independ- 
ent wholesale power source. If you kill that, we will be guilty of the 
worst mistake the Congress has ever made in our history, and we 
will also be guilty of trying to conceal the weapon with which the 
killing was done. 

If we want to black out this system, let us do it on top of the table 
and pass a resolution saying, “We are going to kill off all REA G. 
and T.’s, and we are going to force REA systems to become captive 
groups to buy only from one source, and that is from whatever private 
utility system is operating in that area, without any hope of any relief, 
no matter how high the rates might get. 


CONTINUING FUND 


This is a crucial issue, Mr, Chairman, and it is vital to Oklahoma. 
Nobody can say it will save any money, because this fund is simply, 
“change” used in the morning to buy power out of the cash drawer, 
you collect for that power that evening. You have got the same 
amount of change back in the drawer, plus the service charge in addi- 
tion. 

So your continuing fund builds up and goes to the Treasury. 

Now, we are following out exactly, in this continuing fund, what 
the Congress ordered us to do. The chairman of the committee—and 
I quote that in my statement—the distinguished Senator Cordon, 
said that he would have no objection to a continuing fund. He did 
object to a revolving fund. 
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The Congress wanted to know how much was being bought and how 
much was being sold, and ordered it to be a continuing fund rather 
than a revolving fund. We lost that fight for a “revolving fund” in 
the 82d Congress. 

Now we are coming back here doing exactly as the Congress and 
the Senate dictated. 

We only ask that we have the money to buy the power, which will 
be sold to the preferred customers and paid back into the Treasury. 

We sure would appreciate your consideration of that. And thank 


you for your time. 
Senator Youne. Thank you, Senator. 
(The prepared statement of Senator Monroney follows :) 


STATEMENT OF Hon. A. 8S. MIKE MONRON ty 


Mr. Chairman, members of the committee, I appreciate the opportunity given 
me today to testify regarding the continuing fund for the Southwestern Power 
Administration. 

I am familiar with this project and personally know how important it is to 
facilitate and insure an adequate power supply at reasonable rates of whole- 
sale power for the REA cooperatives in western Oklahoma. It is also important 
on a Southwest regional basis to serve adequately other REA co-ops in Okla- 
homa’s eastern section and in Arkansas and Missouri. 

Particularly do I want to address my testitnony to the need for this continu 
ing fund of $3,736,000, which is the amount budgeted for this purpose in the 
Hisenhower budget. 

Discontinuance or disallowance of this fund, as was done in the House of 
Representatives, will result in the complete destruction in a large segment of 
the power-supply program as previously approved by the Congress a number 
of times, and in which a total of $13,657,000 has been invested alone in the 
Western Farmers Electric Cooperative, a generating and transmission coopera- 
tive under the REA Act. 

We are here pleading not for funds to be expended since none of the funds 
will be spent in a true sense of the word. Rather, this fund is the “change” 
in the cash drawer. As it is expended by Southwestern Power it is immediately 
collected for power sales to the 11 cooperatives who are members of the Western 
Farmers Electric Cooperative and paid for with an additional service cost com 
ing back into the Treasury. 

None of this money will result in cost to the Treasury, and for this $3,736,000 
continuing fund, well over $4,000,000 will accrue in credits from Southwestern 
Power to the United States Treasury. 

This is done as the 11 cooperatives of Western Farmers Electric purchase their 
power supply from Southwestern Power and pay back to them at a rate based 
on 5.6 mills. 

On the other hand, as the estimated sales to Western Farmers of 85 million 
kilowatt-hours per year is accomplished, Southwestern Power Administration will 
be buying 225 million kilowatt-hours in power from the generating facilities of 
Western Farmers at a rate roughly of 3.92 mills to 4.2 mills, based on fuel costs 

This additional power, produced at operating the generators of the Western 
Farmers Cooperative at optimum capacity, gives a farm more sound production 
of power at an economical rate than if this power were generated only for the 
part-time load of the REA cooperatives. In turn, Southwestern Power will sell 
this power to preferred customers in the Southwestern States area. 

It is almost identical in its “wheeling” provisions as the “wheeling” provisions 
contained in contracts with most of the private utility companes in Oklahoma, 
and strongly approved by the Congress, with one important exception. 

That exception is the fact that, since the SPA and the private utilities exchange 
power and thus settle most of their account in kilowatts, the contract between 
SPA and Western Farmers must be settled off in cash, with the money paid for 
the sale of power by SPA returning to the Treasury. 

Thus, in far larger transactions, with the private utility companies, the cash 
balance to settle off the difference between the trade in kilowatts can be very 
wea This was all the House bill allowed Southwestern Power as a continuing 
und. 
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The development of this vital Western Farmers generating and transmission 
project was initiated by the REA farmer-owned cooperatives to insure a Con 
tinuing and an efficient supply of wholesale power at reasonable rates and to 
provide for power transmission to the load centers where the REA farm coopera 

tives needed it. Needless to say, the power lines of the private utilities, designed 
to supply urban load centers, were not engineered nor designed to meet the load 
factors of these REA cooperatives. 

Since 1941, when the project was incorporated, the farmers who operate the REA 
cooperatives in the western part of the State have strongly supported this project 
The war delayed completion of the project, as machinery and generators were 
diverted to the war effort. 

The integration of the power capacity of Western Farmers with SPA has been 
long recognized as a necessary step not only in insuring an adequate and satisfac 
tory supply of wholesale power for this market, built up with Government loans to 
REA, but as logical and practical a maximum use of generating capacity as is 
the integration under “wheeling contracts with the private utility companies 

For several years the Congress approved the use of a revolving fund for the 
purpose of carrying out both the contracts with the private utility companies and 
the Western Farmers when the generating plant was completed 

In the 82d Congress, the Senate changed the arrangement from the revolving 
fund and declared its intention to appropriate the funds necessary for the buying 
of this power so that the Congress could always review it. While it recognized 
the fact that this money appropriated would return to the Treasury as the 
power bought by SPA was sold to preference users, it wanted the jurisdiction to 
authorize the amounts required. 

The distinguished chairman of this subcommittee, Senator Cordon, took part 
in the debate in the Senate on July 10, 1951, when the fund was changed, at the 
insistence of this committee, from a revolving fund to a continuing fund. 

In the debate the distinguished senior Senator from Oregon said on page 8030 
of the Record : 

“Mr. President, we can provide for a fund in any reasonable amount coming 
from receipts, and I am perfectly willing to have such a provision accepted and 
written into the bill, or better still, presented to the appropriate committees. 
In that event, I say here and now I shall be glad to go before the committee as 
a proponent and support the suggestion there, and support it on the floor of 
the Senate. 

“I do not, however, like that so well; I would prefer to have an appropriation 
made, because I do not like a revolving fund. I think it is unsound. I know 
my friend from Wyoming (Mr. O’Mahoney) shares with me that basic view, 
as ulmost everyone who is familiar with this kind of Federal financing. 

“But because of the business characteristics of this provision, because of the 
fact that some matters cannot be foreseen, I would bé willing in an instance of 
this kind to permit a fund to be set aside from receipts, and made available, 
but it should be a fund to which there would a limit in dollars. It should be a 
fund which would leave free and unentailed the balance of the revenue from 
these dams and transmission lines.” 

Mr. Chairman, this is exactly what we seek to do in asking for this $3,736,000 
continuing fund. It is not a revolving fund but a fund derived from revenues 
of power sales which can be used to purchase the power generated by Western 
Farmers Electric Cooperative. 

If this committee or if the House or the Senate wish to kill this project, in 
which $13,657,000 in REA funds have been invested, it should be done directly 
in legislation and not indirectly by cutting out this fund which President Bisen 
hower’s budget has recommended. This deletion of this fund cannot be made 
on any argument for economy, for there is none there. 

Rather, if this House action is approved by the Senate, it will mean the 
death of this project as it is engineered and planned to operate. It will mean, 
I feel sure, its bankruptcy and the sale on the block to the highest bidder. You 
know that that will mean the loss of millions of dollars of Government funds 

The Western Farmers project was not claimed nor planned to be able to 
operate unless its surplus power, the power generated at full-time operation of 
the turbines, could be sold. to SPA for its eventual use over its system to other 
preferred customers. 

It would be the height of folly for the Congress, which has sponsored and 
approved steps thus far for this plan and program, to now cut off the last re 
maining link to its efficient and economical operation, and thus deliberately 
force it into bankruptcy. Particularly is this true because by no stretch of the 
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ton imagination can this fund we ask here today be listed as an “expense” item 

“OD As I said in the beginning, it is the cash in the change drawer to be exchanged 

| to as power is bought and sold by SPA. 

ra If the Congress wishes to put out of business these REA generating and 

ned transmission cooperatives, if they wish to give private utility companies an ex 

pad clusive monopoly on the sale of power to this Government-built market without 
even a small source of independent power supply available to them, we should 

EA say so directly in understandable language. 

ect. I do not think the Congress would take such a step. But, by the method 

ere here shown by the House action, it is tantamount to a death sentence for this 
Western Farmers project—except that the weapon that caused its death is well 

een concealed 

he Senator Younc. Does that complete all the statements / 

: is Mr. Woop. Yes, Mr. Chairman. That is all we are going to call, 

ve and we do appreciate the time very, very much. 

ie 


Senator Youna. The committee will stand in recess until 10 o’clock 
tomorrow morning. 
ing (Whereupon, at 5:55 p. m., Tuesday, May 12, 1953, the hearing was 
ing recessed until 10 a.m. Wednesday, May 13, 1953.) 
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WEDNESDAY, MAY 13, 1953 


Untrep States SENATE 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m. in room F-82, 
the Capitol, Hon. Guy Cordon (chairman of the subcommittee) 
presiding. 

Present: Senators Cordon, Young, Mundt, Dworshak, Hayden, 
Ellender, and Magnuson. 


DEPARTMENT OF THE INTERIOR 
Bureau or RecuAMATION 


STATEMENT OF HON. WALTER ROGERS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF TEXAS 


GENERAL STATEMENT 


Senator Corpon. The committee will come to order. Congressman 
Rogers, we are happy to have you here this morning. What will be 
the subject of your testimony ? 

Mr. Rogers. My remarks, Mr. Chairman, will be addressed to the 
Bureau of Reclamation, that is, the appropriations concerning the 
Bureau of Reclamation. 

Senator Corpon. That is the construction portion or administra- 
tive portion ¢ 

Mr. Rogers. Not the construction portion, the investigative portion 
and the administrative funds. 

Senator Corvon. Thank you. I just wanted to know because we 
would like to have all testimony appear under the appropriate 
heading. 

Do you have a written statement? 

Mr. Rogers. No, sir; I do not. My statement will be short, sir. 

Senator Corpvon. Proceed, sir. 


REDUCTIONS IN ADMINISTRATIVE AND INVESTIGATIVE FUNDS 


Mr. Rogers. Mr. Chairman and members of the committee, my re 
marks are addressed to the cuts that were made in the Bureau of Rec- 
lamation in the administrative funds and the investigative funds. 

Now, to predicate the situation properly, I represent the 18th Con- 
gressional District of Texas. That is what they call the Panhandle 
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of Texas. There is a regional office at the present time located 
Amarillo, Tex. Now that it is in region 5 of the Bureau of Reclama 
tion, which takes in most of New Mexico, a small portion of Colorado, 
all of Oklahoma, and all of Texas. 
HOUSE REPORT REGARDING REORGANIZATION OF BUREAU 
Now the House a in their report discussed the pos 
sible reorganization of the Bureau of Reclamation and adopted a 
committee investigative staff report. This report advocated the re 
duction of regional offices from 7 to 3, and that would close the 
Amarillo office. 

Now my position on this matter is simply this: My record will show 
that I'am as much*for economy as most anyone, but they have built up 
an organization there in region 5 that I think is workable, and I think 
that at least the skeleton of that organization should be kept alive. If 
the reorganization plan is followed as reported by the committee staff, 
then our nearest. connection with the reclamation program will be at 
Denver, Colo., that is, that is the nearest connection we will have-with 
a regional office. 

I understand it is ‘ontemplated that. there will probably be an area 
office or a district office in region 5, but the mechanics are already 
set up in the city of Amarillo, and so far as we are concerned we are 
willing to go along with the reduction in personnel, reduction in 
administrative costs, but we do think that it would be false economy 
to tear down the organization that is already built there because we 
have several projects in this particular region. 





PROPOSED CANADIAN RIVER PROJECT 


We have also a proposed project that is an $85 million project to 
be located on the Canadian River just outside of Amarillo. This 
project. is authorized, has congressional. authorization. There has 
been no construction funds appropriated as yet because in the author 
ization it was agreed that until the emergency had settled down or 
ceased to.a certain. degree these funds would not be requested. Out 
of that $85 million in money to be used for this, there 1s only about 
6 or 7 million that is allocated to flood control. 

Now we feel that to tear this organization down at the present time 
would require a rebuilding of it later on when these projects do come 
into being, and we just do not think that it-is. good economy. 

Senator Corpon. You do not take the view, Congressman, that you 
have got to have a regional office im every State where you have 
reclamation ¢ 

Mr. Rogers. No, sir; I do not. But, you see,we have here involved, 
Mr. Chairman, 4 States, and we are on the outside fringes of the 17 
Western States, and we feel that there ought to be some office in that 
region that can serve the people. 


NECESSITY OF PROPER PROGRAMING AND PLANNING 
One of. the maim things necessary is the proper programing and 


planning inca reclamation program, Now there was a serious cut 
made in those funds. I am on the Interior Committee in the House, 
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and we have been ‘going over the situation there from a programing 
and planning st indpoint, and I think it is very necessary; I think it is 
good insurance to have proper programing and wrxnew't because we 
found projects where, if there had been proper programing and plan 
ning, the Federal Government would have been saved millions and 
millions of dollars in the first instance. 

Now we have a bill pending before the committee at the present 
time, which no doubt will be reported favorably, that was suggested 
in this subcommittee report in the House. That takes away the au- 
thority of the Secretary to declare a project feasible. In other words, 

1 project, in order to be up for construction must have congressional 
sabeaeieatiel. Now I think it is a very good law, but the congression 
al committees cannot approach the subject right unless they have 
proper programing and planning. 

Now the Canadian River Dam is in a stage at the present time where 
a lot of programing and planning has been done. If these fun ds are 
complete ly cut off at the present time, of course, that is probably go 
ing to do away or render unusable the work that has been done so far 
and make it necessary to start over. But Ido not want to do this 

I do not want to be in the position of saying that we should spend 
more money than we can afford to spend. I want to see the budget 
balanced, and I want to see taxes cut. But at the same time, I do not 
want to see the development of the natural resources of this country 
sacrificed while we are sending billions of dollars over to Europe and 
other countries in foreign aid to develop their resources, when those 
countries are under a continual threat of communism, and we know 
if the Communists ever get ahold of them the assets we have develop 
ed there will go into their hands and be a wv) t us. And I think w 
ought to deve lop our own country, and I think we ought to pay a lot 
of attention to it. 

Senator Corvon, You will not find any argument from the 
man of this subcommittee on that. 

Mr. Rocers. I am sure of that, Senator. Thank you very 
letting me appear. 

Senator Corpon. We are very happy to have you here, Congress 
man. I am sure the committee will give careful consideration to your 
statement. 

Mr. Rogers. Thank you. 

Senator Corpon. We have with us Senator Saltonstall, of Massa 
chusetts. 


Fish anp WiLpure Servic 


STATEMENT OF HON. LEVERETT SALTONSTALL, A UNITED STATES 
SENATOR FROM THE STATE OF MASSACHUSETTS 


FISHERIES RESEARCH 


Senator SauronstaL,. Mr. Chairman, this is the subject of fish, 
which you on the west coast know something about and are familiar 
with, 

Senator Corvon. What do you mean, we know something about it? 

Senator Sauronstrart. I know you are extremely familiar with it. TI 
want to start off on the right basis. 
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There are here from Massachusetts, with my colleague, Senator 
Kennedy, and myself, 4 witnesses who will talk for about 3 or 4 min 
utes each and 2 who will endorse what those witnesses say. We know 
time is of the essence. 










REVISED BUDGET 


Now, the Eisenhower budget included approximately $306,000 for 
fisheries research, marketing, and statistical information which the 
House cut out. I am informed by your assistant that the Secretary, 
Mr. McKay, is appearing that and several other items requested for 
the Fish and Wildlife Service. 









IMPORTANCE OF RESEARCH 



























I would like to talk very briefly on the importance of research, 
particularly for fish. 

Now, in the years that I have been down here I have watched ever 
in that short period of time the effects upon our fishing industry of the 
handicap resulting from the distance that our fishing vessels have to 
go from our ports to the places where the fishing is best, as compared 
with the nearness of Nova Scotia and Iceland. 

Furthermore, the costs for that reason and for other reasons of 
Nova Scotia and Iceland are so far under our costs that in celle of 
our tariffs they undercut what we can do in Gloucester, Boston, and 
New Bedford and other eastern ports. Now the way to offset that, 
one way, is to have a good research program. 


PURPOSE OF RESEARCH 


Among the purposes of fisheries research right at the moment, as 
I understand them, is for one thing, to determine the proper mesh 
size of the nets. The holes in the nets have been so small that the 
young fish have been captured and then just thrown overboard and 
wasted. 

Another purpose is to find new products. I am informed that on 
1 experimental trawling off New England 2,000 pounds of lobster 
were picked up in 1 net, and that was absolutely new and unheard of. 

A third purpose is to discover why some years the haddock are 
numerous and other years they are not. Research is being done in 
an effort to determine the reason for this. There has been some 
advance made on that subject. 

Now I mention those things as just three things that research is 
accomplishing. 

FUNDS FOR RESEARCH VESSEL 


Incidentally, there is the question of funds for the ship A/batross, 
which is a research ship working on some of these projects. I am 
not going into that, because others here will discuss it. But this is 
not just a Massachusetts and New England affair. 

Senator Corpon. I suggest, Senator, t that we would be perfectly 
happy to hear it if it were. 

Senator SatronsTauu. I thank you, sir. But we all want to be as 
economical as we can be and not to ask unnecessarily for things for 
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ourselves which would deprive other people in a year when we are 
trying to balance the budget. That was the purpose of that remark. 


NEW ENGLAND RESEARCH 


We do have research in Massachusetts and New England, some of 
which I have already mentioned. Also affected by the House cuts 
is technological research now being conducted at the College Park, 
Md., laboratory. The gear and development research station in 
Florida will be closed if the requested appropriation is not restored. 

In addition to these problems, there is the problem of tuna research 
as well as research on cod, haddock, lobster, and so forth. 

Then there is also the question of the market news furnished by the 
Fish and Wildlife Service. As you know, Mr. Chairman, from your 
fishing industry on the west coast, perhaps not quite in the same de 
gree, the ships will determine where to go by the radio market news 
whether they should come into Gloucester, Boston, New York, or else 
where. Then, of course, there is the statistical office that is of very 
considerable importance. 

Now, I mention those things to emphasize the point that where we 
have the question of continuing reciprocal trade, where we have the 
question of raising tariffs, we can meet these problems at least in part 
by intelligent and continuous research for better methods of fishing 
and for better conservation of the fish nearer our coast so that we do 
not have to take a 4-day trip out and a 4-day trip back before we hit 
the fishing grounds. 

That, very briefly, Mr. Chairman, would be the evidence that I 
would like to present. 

After my colleague’s speech, and I know he feels the same way, I 
would like to have the privilege of presenting very brief testimony by 
Massachusetts citizens who have been in this business a long. lone 
time. Thank you, sir. 

(Senator Saltonstall’s prepared statement follows :) 


STATEMENT OF SENATOR SALTONSTALL IN SUPPORT OF REQUESTED APPROPRIATIONS 
FOR THE COMMERCIAL FISHERIES BRANCH OF THE FISH AND WILDLIFE SERVICE, 
DEPARTMENT OF THE INTERIOR 


Mr. Chairman, the fishing industry of the United States has suffered increas 
ingly in recent years from the importation of fish from abroad. Since 1940 the 
value of fishery imports has increased from $40,981,039 to $212,452,628 in 1951 
To help maintain the competitive position of our domestic fishing industry 
funds for research are vital. Nova Scotia and Iceland are nearer than New 
England to the northwest Atlantic banks. The wages of Nova Scotia and Ice 
land fishermen are lower than the wages of our fishermen 

Research can help to offset our higher costs in two ways 

First, it can help by conserving and improving the major fisheries that we now 
have. In this way the steadily increasing cost of more and more intensive fish 
ing could be prevented. 

Second, research can help by discovery and developing new fisheries products 
With new products new markets can be developed and the costs of the industry 
spread over a broader base. 

In the first category of research, a striking example is the work of the research 
vessel Albatross III. The Albatross is operated by the Fish and Wildlife 
Service out of Woods Hole, Mass.—on Cape Cod—to make studies fundamental 
in the long run to fisheries conservation. These studies are part of the share 
of the United States in the investigatory work of the 10 nations belonging to 
the International Commission for the Northwest Atlantic Fisheries. It has long 
been recognized that fine-meshed nets caught and killed young fish too small 
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for table use In the past young fish caught in this way have been dumped over 
board by the millions. To curb this waste, one of the regulations established 
by the International Commission for the Northwest Atlantic Fisheries put 
minimum restrictions on mesh size. The Albatross, if funds are available i 
continue experiments designed to show whether the mesh size specified b 
the Commission—4\% inches—is really large enough to save the young. fish, 
small enough to catch those of marketable size 

Closely allied to the work of the Albatross in connection with net mesh-sizZe i 
the study it is making of the life history and migration of fish. Haddock, fo 
example, is one of the most important North Atlantic commerical fish. In 1950 
almost $12 million worth of haddock were brought into New England port 
But the quantity of haddock fluctuates widely from year to year, no one knows 
why. In an effort to find out, the Albatross will be used to record prevailing 
winds, water temperatures, offshore currents, and other factors of possible 
significance. Without this essential information, it will be impossib e to deter 
mine with any sort of accuracy what has been the effect of the mesh-siz 
regulations that I have just referred to 

To make possible its operation on an economical basis, the Albatross must be 
in service at least 6 or 7 months a year. It must be in ope‘ation every year 
moreover, or else essential continuity in the collection of data will be destroyed 

In the second category) the discovery and development of new fisheries—is 
the research being done by the vessel Marjorie Parker, based at Portland, Maine 
For the past two summers the Parker has been cruising in the Gulf of Maine 


observing and recording the appearances and movements of bluefin tuna As 
result of these observations, the Parker’s captain thinks that water temperatur 
may be the key If the money is forthcoming, he plans another cruise th 


summer in the narrow zone between the cold inshore waters of the Maine coast 
and the warm Gulf stream where in summer the water varies between 63° and 
68° F., since that is the Temperature Zone where bluefin tuna have most fre 
quently been seen 

Many other examples of research results could be cited. Just this month 
new company will start to drag for ocean clams on bottom off the Massachusett 
oast where the presence of shellfish in commercial quantities was not ever 
suspected until these big clams were discovered Further out, at an average 
depth of 100 fathoms, a species of crab not unlike those exported by Japan h 
been located, also in commercial quantities. Off the Isles of Shoals, on the lin 
between Maine and New Hampshire, vast reserves of shrimp have been found 

In addition to research, other Fish and Wildlife Service activities beneficial 
to the fishing industry would be drastically reduced if the budget cuts imposed 
by the House were sustained. Among these would be the furnishing of marke 
news. At Gloucester, for example, about 90 percent of the fish landed is fillet 
or frozen. Gloucester dealers must know what the general situation is over f] 
country in this branch of the industry. They must know the quantity of fillets 
being frozen, the movement of fish in and out of cold storage, inventory, et Of 
comparable importance to west coast fisheries is the statistical office at Sar 
Pedro, which will be closed unless the House cuts are restored. In addition, : 
statistical services in the Great Lakes area will be eliminated and the Washington 
office staff of the Service will be reduced, thus delaying tabulation and issuances 
of fishery statistical data 

Last year, the fishing industry of the United States caught 4.3 billion pounds 
of fish and shellfish worth more than $325 million. Directly and indirectly, the 
industry employed 550,000 people. It is an industry of individuals and small 
companies lacking the resources necessary to carry on long-term research In 
this, it is not unlike farming. The Agriculture Department last year spent more 
than $1 billion on agricultural research and other services to farmers, an amount 
equivalent to about 34% percent of the total value of all agricultural products 
produced in 1952. On a comparable scale, the $5,600,000 requested by the Fish 
and Wildlife Service for its commercial fisheries activities is less than 1% 
percent of the total value of fisheries products. On this basis, the appropriation 
requested by the Fish and Wildlife Service and approved by President Eisen 
hower for commercial fisheries research and other services is modest indeed 

Mr. Chairman, the expenditure of money for fisheries research is an expenditure 
that will repay itself many times over in the long run, The wise expenditure 
of a small amount today can forestall serious economie losses in the future, In 
the interest of economy, therefore, I most respectfully urge this subcommittee to 
restore the full amount of the requested appropriation for commercial fisheries 
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Senator Corpon. Senator Kennedy. 


STATEMENT OF HON. JOHN F. KENNEDY, A UNITED STATES 
SENATOR FROM THE STATE OF MASSACHUSETTS 


ECONOMIC EFFECTS OF FISH IMPORTS 


Senator Kennepy. I would like to echo what Senator Saltonstall 
has said. We have been suffering tremendous difficulties in New Eng- 
land from the importation of fish, particularly ground fillets, from 
abroad, which have increased substantially every year, particularly 
in the importation of fillets from Iceland and from Canada. 


QUOTA ON IMPORTS 


Now one of the solutions which have been put forward is to put 
a quota on these Importations of fish which have caused so much eco 
nomic difficulty, but the trend of the times is against that, and this 
is a decision primarily for the Tariff Commission. 


TECHNICAL IMPROVEMENTS 


The other alternative, of course, is to improve our procedures. At 
present, foreign nations can produce and deliver into Gloucester, New 
Bedford, or Boston, pay the tariff and still undersell us. So that our 
only hope of survival—and it is an industry which is tremendously 
important to the economy of New England—is to improve our tech 
niques; and therefore these studies, as Senator Saltonstall has said, 
are tremendously important to us for that reason. If we do not im 
prove our techniques, I do not think that the fishing industry can 
survive in New England on its present level. 


FISH AND WILDLIFE SERVICE INVESTIGATION 


Senator Corvon. How long has Fish and Wildlife Service been 
engaged in this offshore investigation as distinguishel from the basin 
investigations in which they are also interested in New England? 

Senator Kennepy. They are engaged in offshore studies in the 
Albatross and the Velaware. These studies have been going on for 
several years, perhaps later witnesses can probably tell how many 
years exactly. 

Senator Corpon. I think we ought to have it in the record, and I 
hope someone who appears and is engaged in the matter will give us 
the information. 

Senator ELLenver. How much money is involved ? 


FUNDS FOR RESEARCH VESSEL 


Senator Kennepy. At present the appropriation for the Albatross, 
for example, the appropriation last year was adequate to maintain it 
for only 4 months. The new appropriation reduces it to $38,000. It 
is not feasible to operate the Albatross for the 3 months of the year 
which this appropriation would provide. It is now going to be neces 
sary to try to group the 1953 and 1954 appropriations together and 
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try to operate it for a period of 6 or 7 months. and then not operate 
it at all next year. 

The total appropriation was cut in the House from the request. of 
the Eisenhower administration by about a third. The appropriation 
for fiscal 1953 contained an allotment of $44,000 for the A/batross and. 
as I say, it will only be $33,000 for next year. 

Senator Corvon. Senator Ellender. the revised request for investi 
gation by the Fish and Wildlife Service was $4,300,000 overall. The 
House allowed $3 million. The item in controversy here is $1,300,000, 
or the cut made by the House, and a portion of this, I think around 
$300,000, would be dedicated to the northeastern area. 

Senator Kennepy. $306,000, I believe. In addition to the research 
Senator Saltonstall discussed, there are the marketing surveys and the 
information on the movement of fish abroad and at home. These 
studies, the fishing industry of New England feels, dre of tremendou 
importance to us, 

I think that the witnesses who are following me can perhaps give 
more detail of the importance of these studies. 


SURVEY ON THREAT OF IMPORTED FISH 


In 1949 the Secretary of Defense and the Secretary of State madi 
a survey on the threat of imported fish, and they made a conclusion. 
and I quote from the record-— 

It would seem constructive for the Congress to provide funds for the appro 
priate Government agencies to cooperate with and aid industry in developing and 
expanding programs for the further improvement of techniques and facilities 
for catching, storing, processing, transportation, and marketing of fish 

So I think that our prosperity, as we probably are not going to get 
congressional relief in the way of limitations on the imports from 
abroad, must depend on maintaining these studies which have been 
started, which are now in process, and which will be stopped in some 
cases or severely limited in other cases if the cut is permitted to stand 

Senator Sarronsratn. Mr. Chairman. in answer to your question, 
the Albatross research has been going for 6 or 7 years, interrupted by 
Navy use, at a cost of $11,000 per month. The Delaware, out of Bos 
ton, fish-freezing, has been going on for 2 or 3 years. 

Senator Corvon. Will there be someone who can advise the com 
mittee as to what results have followed the investigation of the Alba 
‘ross over this long period of time? 

Senator Sauronstrau.. Yes. 

Senator Corpon. I will try to get it from the people in Fish and 
Wildlife Service also, but ] bring it up now in case one of your wit 
nesses is advised in that field. 

Senator Savronsraun. I think our first witness can tell us that. ( Jur 
first witness is Mr. Francis W. Sargeant. representing Governor Her 
ter of Massachusetts; the United States Commissioner on the Inter 
national Northwest Atlantic Fisheries Commission: commissioner of 
the Atlantic States Marine Fisheries; and director of the Massachu 
setts Fishery Commission. 
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INTERNATIONAL NORTHWEST ATLANTIC FISHERIES COMMISSION 


STATEMENT OF FRANCIS W. SARGEANT, UNITED STATES COM- 
MISSIONER, ALSO COMMISSIONER OF ATLANTIC STATES MARINE 
FISHERIES, AND DIRECTOR OF MASSACHUSETTS FISHERY 
COMMISSION 


IMPORTANCE OF FISH AND WILDLIFE SERVICE RESEARCH 


Mr. Sarceant. Mr. Chairman, I think the problems of the New 
England fishing industry have been admirably covered by the two 
Senators on my left. 

We feel in Massachusetts—and I am speaking for the Governor 
when I say this—that the work that is being done by the Fish and 
Wildlife Service is tremendously important to New England and 
New England’s fisheries. In fact, we feel that it has been too limited 
actually. So, therefore, this 28 percent decrease is alarming, indeed, 
to us. 

To bring up one specific point—the fishing in the northwest Atlantic 
has never been regulated. A new regulation is going to go into 
effect on June 1 of this year, just a few weeks hence. It is an inter 
national regulation, with 10 nations party to this regulation. It is 
the obligation of the United States to conduct the research in this 
part of the convention area that we are interested in off the New 
England shores on Georges Bank, so-called. And I feel to have this 
28 percent cut now, when we are first putting this regulation into 
effect, would be really a disastrous proposit ion because we are Increas 
ing the mesh size of the nets, that is, the small holes in the nets are 
being increased almost double. 


KILLING OF YOUNG HADDOCK 


At the present time we are killing some 15 million baby haddock 
out on Georges Bank, and they are being thrown overboard there. 
With this new regulation we should be able to preserve those fish, 
and we should be able to increase the catch within a couple of years 
by some 35 percent, or many millions of pounds. 

Senator Corpon. Has that loss of small fish been going on for vears? 

Mr. Sararant. Yes it has, sir. It has been growing more alarm 
ing, but there has never been any way we knew of controlling it. 

Senator Corpvon. I should think fishermen would do something to 
control it themselves when their livelihood depends upon it. 

Mr. SarGceant. I think many of the fishermen have realized it and 
have wanted to do something about it, but it is one of those things 
where “I am willing to do it but I do not want to make this change 
unless the other fellow does it.” And so the 10-nation treaty was 
set up for this specific purpose. 


DECREASE LN FISHING 


Senator ELtenper. To what extent has the catching of fish decreased 
per year in the last 10 years’ Do you know? 
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Mr. Sargeant. I do not have the figures right with me, but I car 
say this: That the haddock is our principal fish we are concerned with 
in this area. The landings of big haddock have been going downhill 

every yea , but the 1: ndings of se rod, that is, the small haddock, have 
been increasing each year, so that the total landings have been main 
taining a fairly level situation. But the fishing intensity has increased, 
and we are catching less and less of the big fish and more and more of 
the me fish, which obviously does not paint a very pretty picture. 
So we are now putting this new regulation into effect, and it is more 
otendenir than ever, I think, that we maintain a constant research out 
in this area and that our statistics not be curtailed in any way at all, 
or we will not know whether we are doing any good or whether we 
are not. 

STUDY OF FREEZING FISH AT SEA 


There is another project that we are very much interested in in 
Massachusetts, and that is this freezing fish at sea aboard a vessel 
called the Delaware. Senator Saltonstall arranged for a hearing be 
fore the Senate Appropriations Committee about 3 years ago, I think 
it was, a special hear ing, and we were able to get funds to start this 
project. It has been going for 2 years, and my hunch—I have nothing 
personally to do with it—my hunch would be that if we could continue 
on the rate that we have been continuing that we should be able to 
wind that project up in another, perhaps, 2 years or so. 

Senator Corpon. Are there any indications that it is a feasible and 
practicable method of oper ation ? 

Mr. Sarceant. The industry is tremendously interested in it at the 
present time. In fact, I would be surprised if within the next year 
or 2 years vessels within the industry would not start putting this 
apparatus aboard. But there are certain wrinkles in the operation 
that have got to be worked out, and I think it would be a shame to 
have actually wasted the money that we have spent now without finish 
ing the project and cleaning up the job. 

There are many, many other phases of this research work that we are 
concerned with, but since time is short I will not go into them—clams 
and so on and so forth—that are all being done by the Service. We 
need their help badly. 


CONTRIBUTIONS OF OTHER NATIONS 


Senator Etienper. To what extent will the nine other nations con 
tribute toward this study? 

Mr. Sarceant. It is the United States responsibility, as I under 
stand it, to do most of the investigation work in this one particular 
area, area 5. 

Senator Evitenper. And all countries participate in the fishing 
there? 

Mr. Sargeant. Yes; but at the present time, from a practical point 
of view, the only boats that are fishing there are United States vessels. 
The other vessels are fishing farther to the north. 

Senator ELtenpver. But any findings made there would inure to the 
benefits to those other nine nations? 

Mr. Sarceant. Very definitely. 
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Senator E:tenper. How about the policing of that? 

Mr. Sarceant. The policing at present, we hope, will be done en 
tirely at the point of landing. 

Senator ELtenper. Of each country? 

Mr. Sarceant. Yes. And each country is to enforce the regula 
tions of their own people. In other words, we do not try to go out 
and grab off a Portuguese trawler, for example. 

Senator Corvon. We have had in the North Pacific Ocean that type 
of cooperative operation with Canada over a period of years. It has 
been very successful. 

Mr. Sarceant. Most successful in the halibut field, I believe, out 
there. 

Senator Sautronsratu. Mr. Chairman, our next witness is Thomas 
H. Fulham, chairman of the board of advisers of the United States 
Commissioner to the International Commission. 

Senator Corpon. We are glad to have you, Mr. Fulham. 


ADVISERS OF THE UNITED STATES COMMISSIONER TO THE INTERNATIONAL 
COMMISSION 


STATEMENT OF THOMAS H. FULHAM, CHAIRMAN OF THE BOARD 


ECONOMIC RESULTS OF INVESTIGATIONS 


Mr. FutHam. Mr. Chairman, I would like to speak somewhat on 
the economic results of the investigations of the Albatross and the 
Delaware that they will produce. 


Mr. Sargeant spoke about the obligation of the United States under 
the Northwest Atlantic Fisheries T reaty, and it would be important, 
I think, to project what the result will be of that investigation. 

Senator Corpon. By the way, do you know what nations are par 
ties to that treaty or agreement? 

Mr. Futuam. The United States, Canada, Iceland, Norway, France, 
Spain, Portugal, Italy, and Denmark. 


INCREASE IN SIZE OF MESH 


We have undertaken, or will undertake on the 1st day of June the 
increase in the size of the mesh of the trawl of the vessels fishing from 
Boston. It is estimated as a result of over 20 years of investigation by 
the Fish and Wildlife Service of the haddock fishery that the increase 
in the mesh size over a period of 13 years will increase the availability 
of haddock fish approximately 33 percent, which is an additional avail 
ability of 90 million pounds. 

Senator Corpon. Let’s just think about that for a moment. They 
have been investigating for 20 years, and they have now decided at the 
end of 20 years to increase the mesh of the net. It looks like rather 
a long time to reach that conclusion. But passing that up, they 
have reached it. Is it your view that the only way you can get that 
increase in the mesh of nets is through this international treaty ? 

Mr. Futuam. That has already come about, Senator. That will 
go into effect on the 1st day of June. 

You see the fishing grounds lying off of the northeast coast of our 
country are adjacent to those of Canada, which in turn are adjacent 
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to Newfoundland, which in turn are adjacent to those fished by Spain, 
France, England, and other countries who come over to the Grand 
Banks. 

Senator SavronstaLL. And Iceland is very important. 

Mr. Futnam. And Iceland. 

Senator Corpon. England is party to the treaty ? 

Mr. Futnam. Great Britain is; yes, sir. 

Senator Corpvon. Go ahead. 

Mr. Fuxiuam. So it is necessary, if there is to be any regulation 
whatsoever in that particular area, it has to be a regulation that would 
be agreed upon by all and abided by all. That is exactly what ha 
come about. There has been no regulation introduced in any of the 
other areas because the problem is not quite as acute as our own. 


EFFECT OF REGULATION ON NEW ENGLAND FISHERIES 


This regulation which goes into effect on the Ist day of June should 
have an extremely profound effect on our New England fisheries, and 
Boston in particular, because years ago Boston was a port that de 
pended upon many fisheries—cod, whitefish, various type of of flound 
er, and haddock. We have now been reduced to the position where 
the only fish on which we can consist competitively is haddock. 
Nova Scotia and Newfoundland and the other nations to the east 
of us can produce those species much more economically than we can. 

The ultimate result of an increase of 90 million pounds of haddock 
would be the shot in the arm, shall we say, that will sustain our 
fisheries. 

NEED FOR CONTINUED USE OF RESEARCH VESSEL 


Now it will be necessary all during this 13-year period that a con 
stant and continuous research be maintained in that area to deter 
mine the effect of the fishing gear that is being used. The only vessel 
we have available for that particular research is the Albatross. She 
is currently operating, or will operate this year 3 months. She ac 
tually should operate 7 months each year and every year if the re 
search is to be of value because we are dealing with natural elements. 
The temperature of the water changes, the feed changes, the schools 
of fish migrate and change from bank to bank, and it is absolutely 
necessary we keep a very close contact on that particular fish popula 
tion. And I think the reward of 90 million pounds increase annually 
is so great the the investment necessary to maintain that vessel is 
practically a necessity. 

With regard to the Delaware, the question was asked about the 
economic importance of the Delaware. The Delaware’s particular 
yroject. is freezing fish in the round at sea. When that project has 
Son proven—and our particular company uses a great deal of fish that 
was used in initial experiments, and we sincerely believe in the eco- 
nomic importance and practicality of that experiment—when the fine 
mechanical features have been ironed out and that can be applied 
to other commercial vessels, it would have the effect of leveling out 
these seasonal rises and falls that we now have. For example, in the 
wintertime, when the weather is extremely severe, the vessels cannot 
fish, the men are laid off. If we could catch fish all summer, freeze 
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it in the round and process it all winter, it would have the effect of 
leveling off our entire operations for the year, which would eliminate 
the seasonal ups and downs. 

I believe that covers what I have to say. 

Senator Corpvon. Thank you very much. 

Senator ELLENDER. May I ask one question, Mr. Chairman ? 

Senator Corpon. Senator Ellender. 

Senator Etitenper. You use a trawl ? 

Mr. FutHam. Yes, sir. 

Senator Evtenper. A funnel-shaped traw! ! 

Mr. Futnam. Yes. 


EXPERIMENTS WITH TRAWL NET 


Senator ELLeENpER. Have you made any kind of invention that 
would cause the mesh to open as you pull it from the gear? 

Mr. Futuam. Actually, there was a series of experiments conducted 
by the British in the Mediterranean Sea in about 60 fathoms of water 
where they dragged a trawl net and frogmen went along with the net 
with cameras and it has been proven that the force of the water, the 
more or less venturi effect of the water going through the net, keeps 
those meshes right square. That is a controversy that has ranged 
for about 50 years. 

Senator ELienper. I wish you would make a net of that kind for 
us for shrimp, because we have been unable to get a trawl whose mesh 
would not close. As a result of the closing, why, they catch shrimp 
that might be an inch long, and then fish are killed by the thousands, 
caught and cast out. 

Mr. FutHam. That certainly was actually proven by our own Fish 
and Wildlife Service. 

Senator ELLENbDER. That is interesting. 

Mr. FuLtHam. By putting a larger mesh at the head of the net and 
following that with a fine mesh, they could gage very accurately the 
amount of small fish that esc aped and was retained. 

Senator Magnuson. | am sorry I was a little late and did not hear 
the first part of your statement. You say you have been relegated 
to practically the economy of haddock; is that correct # 

Mr. Fu.tuam. That is correct. 

Senator Magnuson. What is the reason for that—the importation 
of fillets? 


IMPORTANCE OF HADDOCK FISHING 


Mr. Furtnam. That is right. There are other parts of the world 
that can produce codfish far more cheaply than we can produce, pro- 
duce rosefish, far more cheaply than we can. However, we have the 
greatest resource in the North Atlantic, which is the haddock fishery 
of Georges Bank, and it has been realized for many years by the F ish 
and Wildlife Service that that particular resource was being depleted. 
But inasmuch as we had no particular problem, say, during the war 
years and just prior to the war years of marketing what fish we 
could catch, it was not an economic problem. Now the war is over, 
competition is more severe, and we come down to the fact that the 
only resource that the American fisheries in our particular part of the 
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country own and operate and exploit is the haddock fishery of 
Georges Bank, and that is the fishery that we are trying to rebuild s 
that we have a constant supply of a product that we can market suc 
cessfully in the country regardless of foreign competition. 

Senator Macnuson. I suppose you are conscious of the fact from 
your experience that the increase in the importation in the past 10 
year period of fillet, particularly from Iceland and Canada, has ju 
about wrecked the possibility of a fish economy based upon the other 
species. Is that right? 

Mr. Futnam. That is true. There is a tremendous amount of com 
petition of the other species with haddock itself. 

Senator Macnuson. In other words, this is your bellwether right 
now, haddock ¢ 

Mr. Futnam. That is right. 

Senator Magnuson. And without constant research, and without 
going into this matter of conservation and preservation of that, the 
socalled fish economy of that area would be seriously jeopardized ; 
that not correct ? 

Mr. Futmam. We are on our last item now. 

Senator Magnuson. Yes. ' 

Mr. Funuam. And the question was brought up prior about the 
enforcement, the question of enforcement. I think that will be on: 
of the easiest because the fishermen and the owners and everyone 
know—— 

Senator Magnuson. And that is subject to supplemental legisla 
tion, subject to the treaty ¢ 

Mr. Futuam. That is correct. 

Senator SatronstaLL. Mr. Chairman, the next witness is Lawrence 
J. Hart, secretary of the Gloucester Fisheries Association. 

Senator Corpon. Mr. Hart. 


GLOUCESTER FISHERIES ASSOCIATION 
STATEMENT OF LAWRENCE J. HART, SECRETARY 
GENERAL STATEMENT 


Mr. Harr. I want to sort of concentrate this on Gloucester because 
we are one of the largest fishing ports in the country. Our annual 
landings range from 200 million to 250 million pounds. 

We are primarily a fish processing and freezing port. About 90 
percent of all fish landed is frozen. So there were certain service 
provided by the Fish and Wildlife Service, particularly the Statistical 
Division, its market news service and its economic research, that are 
absolutely essential to us. 

In a business such as we operate, which is about 90 percent fillet 
business, our dealers have got to have some idea of what prices are 
in other ports, some idea of what the weekly freezings of fish are of 
different species of those we are in competition with. They have got 
to have some idea of the amount of fish moving in and out of storage 
because our business is rather seasonable. The production is from the 
middle of May to the middle of October. You come into a storage 
problem there. 
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So that these services and these three divisions are absolutely essen- 
tial to a port like Gloucester or any port that is primarily engaged in 
fish-freezing and processing. 


EFFECT OF PROPOSED REDUCTION 


In this proposed reduction of 28 percent, if that is carried through 
on any proportional basis or even less than a proportional basis, it 
means that statistics that last year had about $160,000 is going to 
be cut about $30,000. It means market news service, which last year 
had $190,000, is going to be cut ubout $40,000; and your economic and 
cooperative marketing last year had $44,000 and will be eut $14,000. 

Now we maintain that you cannot cut services as essential to that 
segment of the industry without our being hurt and very badly hurt. 

Senator Corvon. Of course, there is always a question there as to 
whether you are getting the services you are paying for. There is that 
question. 

Mr. Hart. I really feel—and I have been identified with the fish 
industry now for about 25 years, and very close to the Fish and Wild- 
life Service—I person: ‘ly think they are doing a fine job; a fine job. 

I think, Senator, that is all unless there are questions. 

Senator Magnuson. You have at Gloucester a statistical laboratory ; 
is that right ? 

Mr. Harr. We have the Fish and Wildlife Service at Gloucester. 
the office for New England, and they have seven in that office. 

Senator Magnuson. And marketing information you have there 
also? 

Mr. Hart. That is right; the Statistical Section. 

Senator Macnuson. And that would decrease that staff? 

Mr. Hart. That would reduce from 6 to the head of the staff—it 
would take 2 away from the staff. For all New England that is too 
drastic a cut. 

Senator Magnuson. Thank you. 

Senator SaLTonsTaLut. Mr. Chairman, the next witness is Patrick 
McHugh, secretary-treasurer of the Atlantic Fishermen’s Union. 

Senator Corpon. Mr. McHugh. 


ATLANTIC FISHERMEN’S UNION 
STATEMENT OF PATRICK McHUGH, SECRETARY-TREASURER 
CONSERVATION TREATY 


Mr. McHveun. I agree with the previous witnesses and would like to 
point out to you gentlemen that we have tried for approximately 15 
years to get a conservation treaty into effect, and this year will be the 
first time, this coming June, we will be able to make any start on it. 

Of course, we have tried for years to get some fair agreement on 
imports. We have been unsuce ‘essful, and this year the American price 
has dropped to 11 cents, and even the foreign papers have been writ- 
ing editorials and other articles about it. 
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PRODUCTION DECREASE 


Our production in Boston on groundfish, haddock, and cod, where 
formerly it was 300 million pounds a year and more, this last several 
years is around 175 million. On the other hand, a big part of our 
fleet, in fact all the Gloucester fleet, has had to go into the red fish 
business because of the scarcity of groundfish. 

Now with all of those things, they turn around and would cut out 
this money that we have, that we are expecting to get to carry out 
those investigations and try to get something done that will help the 
industry in the face of this, more especially in the face of this foreign 
competition, with the depletion of our grounds. I think we know it is 
going to be a bad blow to the industry. We really do need this 28 per 
cent cut restored. There is not any question about it. 


NEED FOR EXPERIMENTAL VESSELS 


The couple of boats we have down there, they operate a few months 
out of the year. Well, those boats should operate 7 and 8 months i1 
order for them to do anything. And like on the elaware, this experi 
ment to freeze our fish at sea is one of the things that we think will 
help tremendously to offset our foreign competition. I just do not 
understand that agriculture gets 30 percent of all duties collected in 
this country, including the duties on fish—$2 million or $3 million 
was taken off fish and given to agriculture—and when the fish in 
dustry wants a few dollars to try to help itself and try to carry out its 
investigstion, it is cut so it makes it practically worthless if this thing 
goes through as it has been cut at the present time. 

Senator Corpon. Did any of you gentlemen appear at the House 
committee ¢ 

Mr. McHveun. I do not know, sir. What committee? 

Senator Corpvon. The Appropriations Committee of the House, 

Mr. McHuau. No; this 1s the first I knew about it. I got back 
yesterday morning from a trip. 


SUGGESTED APPEARANCE BEFORE HOUSE COMMITTEE 


Senator Corpon. I suggest that you people that are interested i: 
appropriations might well consider appearing and presenting your 
case on the other side. You would be served better in the end if you 
did. 

Senator SauronstaLy. Mr. Chairman, Senator Kennedy and I will 
try to see that next year Mr. McHugh and all of these witnesses ap- 
pear before the House committee. 

Senator Corpon. I think it would be very helpful, and it would be 
very helpful to the committee on this side if that is done. 

Senator Savronstatt, Mr. Chairman, that very briefly presents 
the case that we would like to bring to you from Massachusetts. 

I would like to ask to rise, because they are here to endorse what 
these gentlemen have said, Mr. Thomas Rice, the executive secretary 
of the Massachusetts Fisheries Association. 

Mr. Rice. One statement, and I will be very brief. We are asking 
for restoration of the 28-percent cut, plus $44,000 more in order to 
operate the Albatross. If the potentials of that survey ara realized, 
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the Federal Government will get back in the form of taxes much 
more than the $44,000 they will have expended. 

Senator Corvon. Thank you. 

Senutor SALTONSTALL. The other gentleman who is here from Mas 
.achusetts is Mr. Linehan, New Bedford Sea Food Producers Associa 
tion. 

Senator C ‘ORDON We are glad to have you here, sir. 

Senator SauronstaLu. I would respectively say there are two gen 
tlemen here, not from Massachusetts, who may want to speak to you 
on this—Mr. Dunton, who is in the industry from Virginia, and then 
Mr. Wayne D. Heydecker, who is tae Atlantic States Marine Fisheries 
Commission secretary-treasurer, representing the whole coast. 

Senator Corvon. Mr. Dunton. 

Senator Maagnuson. Mr. Chairman, I would like to have it go into 
the record at this point because it has a bearing upon how important 
it is to keep all the conservation and research alive for the whole 
fishing industry of the United States, and particularly represents the 
witnesses here, just what has happened to this industry. 


INCREASE IN IMPORTS 


In 1940 there were only imported 9,739,852 pounds of cod, haddock, 
pollack, ocean perch fillet, and groundfish fillet. 

That was in 1940. In 1952 they had risen to 107,802,447 importa 
tions. Of the 107 million delivered, 54 million, or 51 percent, came 
from Canada; 33 percent came from Iceland; 10.7 percent came from 
Norway; and the remaining 5.3 mostly from Denmark, England, the 
Netherlands, and western Germany. And this is constantly on the 
increase. 


REDUCTION LN 'TRAWLERS 


The fleets, for instance, in our own section, Senator Cordon, where 
ve had approximately 340 trawlers operating, because of these impor 
tations we have gone down now to approximately 35 or 36 trawlers. 
I do not think we can underestimate the importance of research to keep 
these people on a competitive basis because, after all, as has been well 
pointed out—Milton, with all due respect to you, you are an authority 
on agriculture, and we are all for that sort of research—but here is a 
food industry in the United States where the consumption of fish 
runs, I think, about 8 percent of the food consumed in the United 
States. We justifiably, I think, spend millions of dollars for research 
to keep our agricultural industry alive, and they have not been threat 
ened with the same thing I have just read here, and it is growing 

I know you have been for these things because it is a growing threat 
and the inability to move speedily. 

Senator Saltonstall and myself have been on this matter, and Sen 
ator Kennedy when he was in the House. We even had to go down to 
the State a irtment some years ago and plead with them over periods 
of months, Senator Saltonstall and myself, so they would even put 
somebody at a policy level on the fish problem. 

Senator Youna. Senator Magnuson, I am all for you on this prob 
lem. I think we should have an alliance here between the fishiric 
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industry and the grain producers of the Midwest. We have the same 
problem of imports. 

Senator Magnuson. Finally, we used to go to these meetings and 
be represented by someone who might have been a chairman of a 
subsection of a section of the Fish and Wildlife Division, and they 
would be sitting across the table from ministers, Cabinet ministers, 
representing the fisheries in these other countries. Senator Saltonstall 
and I finally got someone at policy level down there. 


PACIFIC COAST TUNA PROBLEMS 


Do you know how long it took us? Just months to do that. 

And we have the same problem on the Pacific coast. We have the 
tuna problem. You have the same problem here in this frozen fillets, 
and those figures are startling. 

Senator Kennepy, I think the result has been the fishing fleet in 
Boston is 60 percent of the size it was in 1939. 

Senator Corpon. I wish some of you gentlemen 

Senator Macnuson, I know Senator Cordon is interested because 
it applies to the Pacific Northwest the same way. 

Senator Corvon. I wish some of you would advise me, though, 
how you are going to keep imports out of this country if you are going 
to pay more for all the services all the way through, if it is going to 
cost you 114 to 31% times as much to do the same thing. As long as 
your imports are free, how are you going to keep them out by re 
search. It would be interesting to me to hear that answered. 


IMPORTANCE OF RESEARCH 


Senator Magnuson. The importance of research in this matter is to 
keep abreast so these people have the means and knowledge and 
information so they can meet this threat 

Senator Corpon. Everybody will get the same value out of the re 
search as we get, and it is costing them less to do the job than it costs 
us, and how are you going to meet the job than it costs us, and how 
are you going to meet competition ? 

Senator Ettenper. And the research is being done at our own ex 
pense, and they get the benefit. It might aggravate the problem 
rather than help it. 

Senator Macnuson. I do not think so. 

Senator Corpon. We are ducking the issue, gentlemen. That is the 
trouble. 

Senator Maanuson. It is the only issue we have here. 

Senator Corpon. That is correct. 

Senator SaLronsTaLy, Last year the fishing industry in the United 
States was composed of 4,300,000,000 pounds. Fish and shell life 
was worth $325 million. Directly and indirectly the industry em 
ployed 559,000 people. The amount requested by the Fish and Wild 
life Service for commercial-fishing activities, all of them, is less than 
114, percent of the total value of fish products. Of course, the amount 
we are asking is a very small part of that asked by the Fish and 
Wildlife Service. 

Senator Corpon. Mr. Dunton. 
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NATIONAL FISHERIES INSTITUTE, INC., WASHINGTON, D. C. 
STATEMENT OF AMMON G. DUNTON, ATTORNEY 
GENERAL STATEMENT 


Mr. Dunton. My name is Ammon G. Dunton and I am an ee eer Vv 
residing at White Stone, Va. I appear on behalf of the fishmeal, 
and byproducts divisions of the National Fisheries Institute, on 
whose headquarters are located at 1614 20th Street NW., Washington, 
D.C. 

This is the only national trade organization in this country dealing 
strictly with commercial fishery matters. It is composed of pro- 
ducers, processors, canners, and distributors of fishery products. 
Principally due to the acuteness in the drop of fish oil prices, the Na- 
tional Fisheries Institute, Inc., which is a nonprofit organization, in 
1949 set up a special division known as the fishmeal, oil, and byprod 
ucts division to attempt to cope W ith this situation. 


MENHADEN PROCESSING 


The Virginia Fishermen’s Association, which I also represent, is 
an organization of menhaden fish processors located on the Chesa- 
peake Bay with its headquarters at Reedville, Va. This is one of the 
oldest commercial fishery organizations in the United States, having 
been in existence for more than 50 years. Menhaden processors pro- 
duce fishmeal, fish oil, and condensed fish solubles. Fish solubles is 
a relatively new product commercially and is recovered from waste 
water that hitherto went overboard. Practically all of the fish meal 
is used as a component part of stock and poultry feeds. It is rich in 
proteins, vitamin B-12 and has an unidentified growth factor which 
makes it particularly desirable in stock and poultry feeds. Con- 
densed fish solubles has substantially po same nutrient values as fish 
meal. While fish oil has multiple uses, its principal use is in the manu 
facture of linoleum, in paints, and as a pet > -resistant oil. 

There are many who do not realize the volume of menhaden caught 
and processed each year. Last year more than a billion pounds of 
menhaden were caught and delivered to the processing ilies and 
this represents approximately one-third of the total of all species 
caught in this country. 

Senator Corpo. May T interrupt to ask you how big is a menhaden? 

Mr. Dunton. They vary in size, but they will run from 5 to 12 
inches. 

Senator Ettenper. A homegrown sardine, is it not? 

Mr. Dunton. Part of the sardine family. The herring family, at 
least. , 

FISHMEAL AND OIL PRODUCTION 


All the fishmeal and oil produced in this country does not come from 
menhaden, however, as fishmeal and oil is produced as a byproduct 
from many food fish processing plants and from the pilchard on the 
west coast. In 1952 approxim: italy 195,000 tons of fis Kmsea) was pro- 
duced domestically, of which 133,000 tons was from the menhaden. 
There were over 15 million gallons of fish oil produced, of which more 
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than 12 million gallons came from the menhaden. The imports of fis 
meal in this country exceeded domestic production amounting | 
slightly more than 200,000 tons. It is a matter of common knowled, 
that there is a great overproduction of fats and oils in the Unit 
States and it is necessary that there be tremendous exports of fish oi] 
With the inability of other nations to buy, fish oil has become almost 
impossible to sell, and the price has been reduced from the ceiling o 
16 cents per pound to the current price of about 614 cents per pound 
Prior to the ceilings, fish oil sold for as high as 22 cents per pound 
[i is, therefore, apparent that it is absolutely essential if the menhade: 
industry is to survive that new uses be found for fish oil. 

Although the fishmeal and oil industry in the country as such 
large, it is made up of a large number of small producers, none of 
whom is in a position to inaugurate a research program which is ade 
quate to meet the needs of the industry. Within the past 3 or 4 year 
the Branch of Commercial Fisheries of the Fish and Wildlife Service 
has inaugurated several technological research projects that are of ex 
treme value to the fishmeal and oil industry. One of the projects now 
being worked on is the development of a dried product from condensed 
menhaden fish solubles. It is almost impossible to calculate the valu 
that could be obtained if an answer could be found to this problem 
One of the proposed projects of this Department is the chemical evalu 
ation of fish oil and the investigation of new uses, which has become 
very essential, taking into consideration a reduction of the last 4 year 
from 22 cents a pound to 614 cents a pound. 


SPAWNING AND MIGRATORY HABITS OF MEN HADEN 


Another project is determining the spawning and migratory habits 
of the menhaden. And I might say that while the menhaden business 
has been in existence in this country for approximately 75 years, noth 
ing is known as yet as to the spawning and migratory habits of men 
haden. There are those who believe that they spawn in the gulf 
streams, others have other views. Just what the situation is, is very 
uncertain, and it is very necessary that this information be made avai! 
able so that the menhaden industry will not find itself in the same 
position that the pilchard industry has found itself on the west coast 

The whole future of the industry is perhaps tied up in the outcome 
of this research and if this cannot be done because of inadequate funds, 
then the future of the menhaden industry is extremely dark. 


IMPORTANCE OF MENHADEN TO NATIONAL DEFENSE 


Just a few weeks ago Adm. R. E. Wood of the United States Coast 
Guard in addressing a group of menhaden operators asserted the tre 
mendous importance to national defense in the maintenance of a large 
and efficient menhaden power fleet. 

I might say here that the average menhaden vessel is an oceangoing 
vessel of approximately 120 to 170 feet long. During each of the 
past two World Wars, these vessels were taken over by the Govern 
ment. As Admiral Wood stated, it will be very necessary for us to 
have that type of vessel available. He pointed out that in this 
time of national emergency these vessels would become the eyes and 
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ears of national defense, and he urged the expansion and maintenance 
of a fishing fleet of high order. 

I for one am definitely committed to the principle of a reduction in 
national expenditures and I am sure the members of this committee 
are also. No one is more anxious than I to see a balanced budget and a 
reduction of the national debt. I am compelled, however, to take the 
position in this instance that a reduction of $792,000 in the funds ivail 
able for fisheries research is hardly a drop in the bucket of the na 
tional budget and yet it would have tha effect of se tting back the ad 

vancement of the fis hing industry for a number of years. It should 
be remembered that research projects once started and stopped before 
completion can rarely be taken up again without great loss in efficiency. 
[f the Department of the Interior Appropriations bill for “Investiga 
tion of Resources” remains the same as has been passed by the House 
of Representatives, then several valuable projects that have started 
will of necessity be forced to discontinue. This is not sane and sound 
economy regardless of how anxious we are to reduce the national 
budget. 

It has been my privilege for the past 3 or 4 years to ha 
opportunity to observe the scientists at work in this particular Bureau 
at close range. I have been deeply impressed with the fact that these 
men are scientists of high order and they are a group of devoted pub 
lic servants who are giving their lives to scientific research. and out 
of their findings lies the future of the fishing industry. It is futile 
to say that the industry should be able to stand the cost of its own re 
search and deve lopment. The funds and the technological skills are 
not available. Fishing is America’s first industry. It is an industry 
that reaches hundreds of thousands of the little people of the country. 
It isan industry that has existed without subsidy other than the meager 
amount that has been devoted to the research program. 

Taking into consideration the situation that now exists, I do respect 
fully hope that this cut can be eliminated. 

Senator Corvon. Any questions / 


] 


DISAPPEARANCE OF PILCHARD FROM PACIFIC OCEAN 


Senator Haypen. May I ask what happened to the pilchard fish in 
the Pacific ¢ 

Senator Magnuson. It disappeared. 

Mr. Dun'ron. It disappeared. 

Senator Haypen. Because mainly of imports and lack of scientific 
knowledge ¢ 

Mr. Dunton. Lack of scientific knowledge. I am advised by scien 
tists in the Fish and Wildlife Service that lack of scientific knowledge 
in fishing had more to do with it than an ything else. At least the in 
dust r v © souls | he ave know n Ww hi at was going to hi ap pen and hav e cul 
the garment to the cloth if it had that information. 

Senator Maanuson. And they did not have. 

Mr. Dunton. They did not have. It is not available yet. 

Senator Corvon. The biggest reason was it was not competitive. 

Senator Maenuson. To begin with. 

Senator Corpon. We will be faced with the fact someday that you 
cannot have your cake and eat it too. 

Mr. Heydecker is the next witness. 
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ATLANTIC STATES MARINE FISHERIES COMMISSION 
STATEMENT OF WAYNE D. HEYDECKER, SECRETARY-TREASURER 
GENERAL STATEMENT 


Mr. Heypecker. I will be very brief, sir. 

I am secretary-treasurer of the Atlantic States Marine Fisheries 
Commission, which is an interstate agency created by compact as- 
sented to by the Congress and which contains all of the 15 States on 
the Atlantic coast. The commission is supported by the States. 

Senator Corpon. Did you say the commission was supported by the 
States? 

Mr. Hrypvecxer. By the States. 

Senator Corpon. Is it international in scope ? 

Mr. Heypecker. It affects only the Atlantic coast. 

Senator Corpon. National. 

Mr. Heypvecxer. There are similar commissions on the Gulf coast 
and the Pacific coast. We recognize it is neither sensible nor honest 
to say we are for economy but do not cut the things in which we are 
interested. 

Senator Corpon. That is the suggested theme song, of course. 


REQUEST FOR RESTORATION OF FUNDS 


Mr. Hrypecker. We, therefore, do not request the restoration of all 
the funds which the Department of the Interior will ask for. We do 
call your attention respectfully to the fact that investigation of re- 


sources was cut 28 percent below the budget level, whereas manage- 
ment of resources was reduced only 11 percent below the budget esti- 
mate. We ask only that you support the requests for research to the 
extent that investigation of resource funds be reduced no more than 
those for management of resources. 

I will save other comments, sir, by compressing them into one 
statement. 

NEED FOR CONTINUED RESEARCH 


Our commission believes that fishery research cannot be turned on 
and off like a spigot. Research that was undertaken and has been car- 
ried out through public funds, and which relates to processes the 
observation of which must be continuous to have any value, if not 
continued will result in a wastage of the funds that have been spent. 

Therefore, with respect to things like the continuous compilation of 
catch statistics and long-term investigations of marine species and 
oceanic conditions, which are essential, as the industry has testified, we 
believe that it would be a waste of public funds to cause a discentinu- 
ance of such research projects that later will have to be begun all over 
again. 

Senator Corpon. It sounds like logic to me. 

Mr. Heypecker. We simply submit to you, sir, that the process of 
pruning should be, as we believe you desire it to be, selective. 

Senator Corvon. Thank you very much. 

Senator Maanuson. In other words, you have revised your defini- 
tion of what is economy ? 
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Mr. Heypecker. I believe economy is that which conserves money 
which the public has spent as well as that which it has to spend. 

Senator Maenuson. Will you agree with me that some small 
amounts which have been spent on marine research have returned to 
the Government, by keeping an industry going because of that knowl- 
edge, many, many times over ¢ 

Mr. Heypecker. Unquestionably, sir. 

Senator Magnuson. That is economy ! 

Mr. Heypecker. That is economy. 

Mr. Chairman, the chairman of our commission, Mr. John B. Bind- 
loss, has filed a letter under date of May 8. I ask that it be incorpo- 
rated in the record. 

Senator Corpvon. Without objection, it is so ordered. 

(The letter referred to follows :) 


ATLANTIC STATES MARINE FISHERIES COMMISSION, 
Stonington, Conn., May 8, 1953 


Subject: Appropriations for United States Fish and Wildlife Service, Depart- 
ment of the Interior, budget item “Investigation of resources.” 
Senator Guy CORDON, 
Chairman, Subcommittee on Interior Appropriations, 
Committtee on Appropriations, Washington, D. C. 

My Dear Sir: This interstate commission concerned with the conservation of 
the sport and commercial fisheries of the 15 Atlantic States recognizes that it is 
neither sensible nor honest to say “We are for economy but do not cut the 
things in which we are interested.” We know that the task of determining 
just where cuts shall be made is a difficult job. One fact, however stands out 
in connection with the budget of the Fish and Wildlife Service; namely, that 
fishery research cannot be turned on and off like a spigot 

There are several reasons for this: 

1. As a source of protein necessary for an expanding world population, the 
potential productivity of the sea is only beginning to be understood. Basic 
research in this field is difficult, slow, and costly but, in the contest for national 
survival, is as necesssary as agricultural science. 

2. Unlike agricultural research, where control plots can be under constant 
observation, marine scientists have to work figuratively in the dark with species 
which disappear for months and sometimes years; which are normally hidden 
from view and subject to changes in climate, water temperature, salinity, abund- 
ance or searcity of essential food supplies, and of predators including man 

3. Five to eight years of university training and much field experience are 
needed to train marine scientists. Such research can progress only so long as 
competent workers are encouraged to undergo the long training and be assured 
of reasonable continuity of employment. The cuts made by the House curtail 
this opportunity to a critical degree and may prove to be a false economy. 

We doubt that the House, in imposing a 2S-percent cut in “Investigation of 
resources,” realized that its action would result in the complete elimination of so 
many research projects ond such a drastic curtailment of the remainder, as is 
shown on the attached list. 

Until 5 years ago, this country was near the bottom of the list among the na- 
tions of the world in its support to vitally necessary marine research. In the last 
5 years more genuine progress has been made in necessary basic fishery re- 
search in this country than in any previous 20 years in our history. The progress 
is due, in no small measure we believe, to the fact that this Commission and 
those on the gulf and Pacific coasts have inspired their members States to in- 
crease State appropriations for fishery services and to convince the Congress 
of the necessity of providing the Fish and Wildlife Service with funds to coor- 
dinate the research work of the State agencies, and to fill in the gaps that only 
a Federal agency can cover. Such cooperative programs on which States and 
universities have made substantial commitments of men and money will suffer 
a serious setback unless the economies in Federal operations, which all of us 
desire, are achieved by a more careful process of selection. 

There should be no pet projects. Those that can be curtailed or discontinued 
without serious loss should be reduced or cut off, but those like the collection 
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of fishery statistics, or long-range biological observations at sea, which must 
be continuous to have any real value, must be preserved in a manner consistent 
with safeguarding the past investment of public funds. It is false economy t 
stop research now which later will have to be begun again and thus in effect 
to lose all that has been spent upon it. 

For our part we pledge the coperation of this Commission to be constructive 
not obstructive, in approaching these problems. We do not request the restora 
tion of all funds. We only request equitable treatment for “Investigation of 
resources,” as compared with “Management of resources” and “General admin 
istrative expenses.” 

The research performed in “Investigation of resources” is the basis for mans 
of the activities of “Management of resources,” and “General administrative 
expenses” is the service group for handling fiscal, personnel, aad similar house 
keeping matters. Yet “Investigation of resources” was cut 30 percent below the 
1953 level and 28 percent below the budget estimate, while “Management 
of resources” was reduced only 5 percent from the 1953 level and 11 percent 
below the budget estimate. Similarly, “General administrative expenses” was 
reduced only 14 percent below the 1953 level and 16 percent below the budget 
estimate. 

We understand that the Department of the Interior intends to ask the Con 
gress to restore funds for all of these activities. We ask only that you support 
these requests to the extent that “Investigation of resources” funds be reduced 
no more than those for “Management of resources.” 

Respectfully submitted. 

ATLANTIC STATES MARINE FISHERIES COMMISSION 
Joun B. BLINDLoss, Commission Chairman 


EFrects OF REDUCTION IN FISH AND WILDLIFE SERVICE F'uNDs Ir House CurTs For 
FISHERY RESEARCH FOR FiscaL YEAR 1954 Are RETAINED 


(Budget item, “Investigation of fisheries” ) 
I. BIOLOGICAL RESEARCH 


1. The research vessel Albatross IIIT (Woods Hole, Mass.) will be laid up; five 
scientists will be dismissed from the staff of the North Allantic Investigations 
Research on the North Atlantic fishes will be reduced to two species—haddock 
and redfish—and for those will be reduced to studying such data as may be 
collected ashore. Failure to provide for operation of Albatross IJI may be con- 
strued as a breach of faith to the fishing industry which presented it to the 
Government for fishery research in the North Atlantic. Without the Albatross 
it is difficult to see how the United States can fulfill its obligations to the 
International Commission for the Northwest Atlantic Fisheries, of which it is a 
member. 

2. The research vessel Theodore N. Gill (Brunswick, Ga.) will be laid up. This 
ship, which the Government has just outfitted with scientific equipment at a cost 
of $150,000, has begun research on offshore food and game fishes, from Cape Hat 
teras to Florida. This work is part of a cooperative Federal-State program de 
veloped by the Atlantic States Marine Fisheries Commission for the conserva 
tion of the more important fishes of the South Atlantic States, particularly 
croakers and menhaden. Two States have already committed funds and as 
signed scientists. In withdrawing the principal faciltiy for conducting the off 
shore phases of the work, i. e., the ship, the Federal Government will be nullify 
ing the whole cooperative enterprise. 

3. The Service will have to discontinue its part of the cooperative program 
with the State of Maine to restore the Atlantic salmon, a game fish which from 
dams, pollution, and overfishing had almost reached the point of complete 
extinction. One scientist will be dismissed. 

4. In 3 years the shad investigation, conducted in cooperation with 15 At 
lantic Coast States, has shown how shad abundance can be increased in the 
Hudson and Connecticut Rivers. Production of similar information for other 
Atlantic coast rivers will be delayed at least a full year by the proposed de 
crease. Three scientists will be dismissed. 

5. The clam investigation has shown that clam farming would be practicable 
if predators were controlled, but development of control measures will be in 
definitely delayed by the proposed cuts. Research on hard-clam productivity 
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in Greenavich Bay, R. I., will be eliminated. Two scientists will be dismissed 
4 small research vessel operating in Greenwich Bay, R. L., will be laid up. Un 
less it is continued there will result a wastage of funds already spent. 

6. The cooperative Federal-State striped bass program is the most recent of 
several projects undertaken jointly by the Atlantic States and the Service, 
and as such may also have to be cut notwithstanding the commitments made 
bv the States and wide support of sports anglers 


Il. TECHNOLOGICAL AND ECONOMIC RESEARCH 


1. Operations of the research trawler Delaware, which is based at Boston, and 
engaged in freezing-fish-at-sea, will be limited to ¢ months. 

The best opportunity the New England fishing industry has to compete with the 
imports of fillets which are threatening its survival is to produce a superior prod 
uct by freezing its fish at sea. Reducing operations of the research vessel con 
ducting these experiments delays the solution to the problem to a critical point 
in the face of ever-increasing imports. 

2. The economics research staff will be reduced from 5 to 2 economists, thereby 
curtailing activity in connection with Trade Agreements Committee work, import 
and export problems, fishery transportation rate cases, and labor problems. 

The groundfish fillet industry in New England is fighting for its existence 
Curtailing the comparatively meager amount of economic research now done in 
the fisheries field will make it more difficult for the industry to obtain the factual 
data it needs to present its case to the Tariff Commission, to the Congress, and to 
appropriate Federal agencies. 

3. Technological research now being conducted at the College Park, Md., lab- 
oratory will be discontinued. 

This suspends the small amount of technological research being done on men- 
haden, and menhaden meal and oil—products of the Nation’s greatest fishery. It 
takes from the menhaden fisherman and plant operators the small amount of 
Federal research, which, together with their own efforts, represents best solution 
of the problems they are encountering with a depressed fish-oil market and the 
largest imports of foreign fish meal in history. 

4. The gear development and research station in Florida will be closed 

This is the only Federal project attempting to offset the low fish production 
costs of imported fishery products by developing for domestic fishermen elec- 
tronic and sonic methods of catching fish and other improved techniques which 
will enable them to continue to compete. 

5. The North Atlantic bluefin tuna exploratory fishing project in New England 
will be terminated and its office in Portland, Maine, closed. 

This work is developing a resource for use in New England canneries during 
the long periods when other fish are unavailable and cannery labor and fisher- 
men are unemployed, 

6. Statistical coverage in the New England area will be reduced through the 
termination of 2 out of 5 of the statistical personnel stationed at Gloucester, 
Mass. 

Decreasing the statistical staff at Gloucester, Mass., will curtail and delay 
statistical and marketing information of importance to the local fishing industry, 
to research projects in the area, and to the International Northwest Atlantic 
Fisheries Commission, of which the United States is a member. 

7. The statistical staff in the Washington office will be reduced, delaying tabu 
lation and issuance of fishery statistical data. 

Decreasing the statistical staff at the Washington office, where the country’s 
fishery data are compiled and disseminated, handicaps both research and indus 
try by delaying the information necessary to their work and trade 

8 The Daily Market News office at Hampton, Va., will be closed suspending 
daily marketing information now issued for the Chesapeake Bay area. 

At a time when the marketing of fishery products is more difficult than ever 
fishermen in this area will be denied current marketing information. Current 
information on fish production, in an area which has many fishery problems, will 
no longer be available to research workers 

9. The staff in the Washington office will be curtailed and the size and cover 
age of Commercial Fisheries Review limited 

Our domestic fisheries react strongly to foreign fAsheries production and. de 
velopments. Curtailment of Commercial Fisheries Review, the monthly period 
ical in which this foreign information appears, will deprive the fishing industry 
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and our research workers of knowledge of foreign fishery activities which is 
difficult or impossible to secure from any other source. 


Mr. Heypecker. Secondly, the Federation of Fresh Water Fish- 
eries, through its managing director, Mr. Claude Ver Duin, has asked 
me if I would represent him today by filing a letter on their behalf. 
They are vitally concerned with the retention and continuation of the 
research on the lamprey in the Great Lakes. 

Senator Corvon. Without objection, it will be made a part of the 
record. 

(The letter referred to follows:) 


FEDERATION OF FRESH WATER FISHERIES, 
Grand Haven, Mich., May 9, 1958. 
Mr. WAYNE HEYDECKER, 
Secretary Atlantic Coast Marine Fisheries Commission, 
Washington 25, D. C. 


Dear Mr. Heyvecker: It will be impossible for me to attend the hearing on 
appropriations for the United States Fish and Wildlife Service that is scheduled 
in the Senate for Wednesday, May 13. I would appreciate it very much if you 
would also speak for the fishermen in Minnesota, Wisconsin, Illinois, and Michi- 
gan that I represent through the Federation. 

The tishermen on the upper lakes are very much disturbed over the cut in 
funds that will curtail the activities of the Fish and Wildlife Service in the 
coming fiscal year. We believe that the Service is keeping ahead of the spread 
of the lampreys on Lake Superior and that the trout population there can be 
saved if the program is permitted to continue as previously planned. It is im- 
perative that the trout in Lake Superior be saved in order to have a supply 
with which to restock Lake Michigan and Lake Huron when control measures 
in those lakes have reduced the lamprey population. 

The fishermen on Lake Michigan and Lake Huron are suffering an annual loss 
of approximately $344 millien because of the disappearance of the lake trout. 
Some of the fishermen have been able to remain in business, on a reduced basis, 
by concentrating on other species of fish such as perch, pike, smelt, chubs, her- 
ring, catfish, carp, and suckers. The fisheries of Lake Superior are based pri- 
marily on trout with short seasonal operations in which whitefish and herring 
are taken in considerable quantities. If the trout fishery collapses on Lake 
Superior as it has done on the other two lakes, the fishermen will not be able 
to stay in business as they do not have the other species to fall back on. 

I have followed the work of the Fish and Wildlife Service on the Great Lakes 
for the past 25 years. I believe they have done an outstanding job on the sea 
lamprey and that they have developed methods that will reduce the population 
of these parasites to a point where the fisheries can be reestablished. A cur- 
tailment of funds and a reduction of the program for even a year could easily 
permit the lampreys to gain control on Lake Superior, and everything that has 
been done to date will have been lost. It is absolutely essential that the work 
on lamprey control, and the associated fisheries research, be continued without 
interruption if the lake fisheries are to be saved. 

Very truly yours, 
FEDERATION OF FRESHWATER FISHERIES, 
CLAUDE VER DuIn, Managing Director. 


Mr. Heypecker. The letter which we addressed to you, sir, has been 
sent in duplicate to all the members of your committee. 

Thank you. 

Senator Corpvon. We have next Mr. Charles Fish. It appears to 
me you are properly named to testify on this subject. 
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NARRAGANSETT MARINE LABORATORY 
STATEMENT OF CHARLES J. FISH, DIRECTOR 


SHELLFISH PROJECTS 


Mr. Fisu. The speakers so far have emphasized the fin fishery on 
the Atlantic coast. I am here today to speak primarily of one or 
two important shellfish projects which were instituted in 1948 and 
which would be seriously affected if not completely demobilized, by 
this proposed cut. . ae 

The one that I have particularly in mind is the hard-shell clams 
research which was established in 1948. A bill was originally intro- 
duced by Senator Brewster, I believe, calling for an appropriation 
of $250,000 for soft-shell clam investigations, which were badly 
needed as that fishery had so badly declined and was practically 
exterminated. 

CLAM STUDIES 


It was pointed out at the Senate hearing that the hard-shell clams 
should also receive attention because as the others declined the hard- 
shell clam was having to take its place. And so in Senate bill 1979, 
introduced by Senator Greene, the amount was doubled, and equal 
amounts authorized for comprehensive studies of the softshell clam, 
Mya arenaria, and the hard-shell clam, Venus mercenaria, with par- 
ticular respect to the biology, propagation, and methods of cultiva- 
tion of such clams. 

The importance of this second form, about which I will speak pri- 
marily today, is indicated by the fact that the Federal statistics for 
1949, the most recent that I have, show the hard-shell clam yield to 
have been valued at $6,045,000 compared with $2,142,000 for the soft- 
shell clam. This is not to contrast the importance of studying both, 
but to indicate the needs for the one in which I am concerned today. 


RHODE ISLAND CLAM HARVEST 


Now in the heavily populated State of Rhode Island where the 
hard-shell clam now forms the most valuable marine crop in our whole 
fishery, the total harvest is almost impossible to calculate because 
Federal statistics show a value of $469,343 in 1949, but in an article 
published in the Providence Journal on February 18, 1952, as a 
result of a rather intensive study which their representatives made, 
fishermen and dealers are quoted as estimating the catch at more than 
$1 million, and the State’s biggest processor—who incidentally made 
the recommendation for the original change in the law to permit it 
values it at $1,500,000. 

It is a very, very important fishery, and with the critical depletion 
of the oyster and soft-shell clam in Narragansett Bay, certain sectors 
of the New England coast, Rhode Island in particular, this whole shell 
fishery must now depend pretty largely on the hard-shell clam. And 
regardless of the present amount of the catch, if this species is to escape 
the fate of the other two species, the studies designated in Public Law 
556 must be continued. It is easier to conserve an existing popula- 
tion than to restore it after it has been destroyed. ; 
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That thought has been presented today, and I would like to reiterate 
it after 30 years’ experience in ocean investigation of marine fisheries 







SOFT-SHELL CLAM STUDIES 





Soft-shell clam studies have been centered large ly in Maine and 
Massachusetts because there the fisheries held up longe rr and fac eae 
are better for the study. The hard-shell clam has been centered i 
Rhode Island. 

Senator Corpon. Would you tell me what a soft-shell clam is? 

Mr. Fisu. We make a distinction in New England. We use the 
term “Quahog”. Down here you speak of the littleneck and th 
cherrystone as the large one, the hard-shell clam, and speak of the 
clam around here to refer to the soft-shell clam. 

Senator Corpon. That term “soft-shell” is relative, is ic not? It 
not soft shell. 

Mr. Fisu. No, but compared to Quahog. 

Senator Corpon. The same difference that exists between pig iron 
and hard steel ? 

Mr. Fisu. That is true. The hard-shell clam is used mostly in 
chowder or to eat raw, where the soft-shell is used for steaming clams. 

Senator Ex.tenver. Is the State of Rhode Island carrying on re 
search of its own? 

Mr. Fisu. Yes. I am going to briefly describe that because it is u 
cooperative program. 

Senator Exrenper. All right. 
































RHODE ISLAND RESEARCH 


Mr. Fisu. The program in the Rhode Island area—and I do uot 
want to emphasize the State situation at all, it is merely that it is cen 
tered there—the studies of the Federal Government are designed for 
application along the entire Coast. Rhode Island takes care of i 
own personal problems in that respect. 

It was by agreement with the Fish and Wildlife Service that Narra 
gansett Marine Laboratory of the University of Rhode Island entered 
into this program on a cooperative basis, w hich has been on continuous 
basis of operation since that time. Narragansett Bay was chosen as 
the most logical location for such studies for several reasons. Nowhere 
else are there so many readily accessible stocks of hard-shell clams on 
the Atlantic coast, existing under so wide a variety of environmental] 
conditions. That is most essential if you are trying to determine 
where you could best put your efforts to restore them. 

The Narragansett Marine Laboratory provides without charge lab 
oratory quarters, various personal services, equipment and, on occa 
sions, vessel facilities when our vessel and their small craft work 
together. 

HARD-SHELL CLAM RESEARCH 


Supplementing Federal studies, the Narragansett Laboratory is con 
ducting related hard-shell clam research on problems specific to Rhode 
Island waters, and also basic studies involving environmental factors 
known or believed to be of importance in the reproduction, survival 
and growth of shellfish populations. These Gaal: the character of 
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the bottom, salinity and temperature of the water, circulation, abun 
dance of natural foods, and the presence of predatory and competitive 
species. 

It is evident, therefore, that major problems of the complexity of 
those confronting the Federal fisheries investigators cannot be solved 
by confining attention to the clams themselves. That was done in the 
past in many fisheries and that just is not the answer. You have to 
know the ability of the area to support those. 

We could go on giving many, many cases. The decline is due only 
in small part to overfishing. 

They require the combined services of a group of spec ialists, and in 
Narragansett Bay more marine scientists are devoting attention to 
local-area studies than anywhere else on the Atlantic coast. Fortu- 
nately, because of basic research grants, we have at the present time 
the following members of the Narragansett Marine Laboratory work- 
ing on basic piologic: al, chemical, ee and physical problems in 
Narr agansett Bay alone: 2 marine biologists, 1 chemist, 12 marine 
eeologists, and 3 physical oceanogr aphers, all iene on problems 
definitely attributable to determinations of the problems and aid to 
the small staff which the Federal fisheries maintain, only 2 scientists 
and 2 supporting assistants. 

We feel it is in that area the aid the State is able to render to prob- 
lems of general application on the coast is very important. They 
provide much of the background material necessary in the solution of 
the practical problems c onfronting our clam investigators. 


GOVERNMENT CONTRIBUTION 


Senator Corpon. Is the cooperative effort on the part of the Govern 
ment limited to furnishing funds? 

Mr. Fisu. The Government furnishes no funds to us. 

Senator Corvon. What do they do? 

Mr. Fis. They have their own staff of two scientists, one techni 
cal assistant and a secretary and a vessel, and we provide them the 
laboratory, and they do the technological studies. The main prob 
lems they are concerned with are with respect to the different types of 
fishing gear and dredging. 

Senator Corpon. You maintain a labor: atory and so forth as part 
of the setup of the unive rsity. Is there work ‘done there by students 
at all? 

Mr. Fisu. We do have a graduate-student program, yes, but we are 
training certain of them to go into the fishing industry. As a matter 
of fact, the two representatives of the Government there are former 
students of ours. 

PRODUCTION DECREASE 


Senator ELtenper. How much has your production decreased ¢ 

Mr. Fisn. It has been declining gradually. It is hard to appraise 
the Quahog or hard-shell clam because that has not suffered as yet. 

Senator ELtenper. How much decrease is due to polluted waters? 

Mr. Fisn. A very small part in this case because for many, many 
years they have not had to fish in those regions. They protect cer 
tain areas that have reduced available space in the bay, but it is not 
at all comparable to the oyster and soft shell clam because so much of 
the bay is suitable. 
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WATER-POLLUTION PROBLEM 


Senator Corvon. Do you attribute a sizeable percentage of the re 
duction in soft-shell-clam life to the presence of pollution ? 

Mr. Fisn. In part, yes. Many valuable areas of former clam 
grounds are now rendered unfit, but there are other problems which 
did not apply to this particular form. 

Senator Corpon. What are we going to do about that one? 

Mr. Fisn. I think that pollution problem is being attacked, in the 
only area I can speak for, by a very energetic group under the Wildlife 
Federation that has succeeded in great measure. 

Senator Ettenper. Is that attack to prevent pollution ? 

Mr. Fisn. To get the various local centers to put in sewage-disposal 
plants. 

Senator Magnuson. And State laws. 

Mr. Fisu. And State laws. Very fine progress has been made in 
the last few years. There is much to do, of course. 

That is something I have not been immediately concerned with, nor 
has the Federal Fisheries people working under this program of 
which I speak, because there is not much they can do. They are trying 
to see that we are maintaining the population in the area that still 
remain for fisheries. 

Senator Corpon. They can through their findings that are properly 
supported furnish factual data as is valuable in connection with a 
program which I would hope would be carried forward by fishing 
interests and other interests in the several States. 


PUGET SOUND POLLUTION CASE CITED 


Sen: oe Magnuson just called to my attention a situation that 
existed in Puget Sound in connection with the Olympia oyster. 

Getialve Ettenver. We have the same thing in our State. 

Senator CorpcNn. Their pollution has substantially destroyed fish 
life. There, after considerable research, the matter as I understand 
it was taken care of. 

Senator Magnuson. By State law. 

Senator Corpon. And it is a case in point. Of course, you have got 
to have the facts first that the antipollution efforts are necessary. 

Mr. Fisu. That is true. 

Senator Cornon. And that ought to come from this sort of research. 

Mr. Fis. That is being pointed out continuously. During the past 
year we have investigated various areas to see what the effect has 
been, and certainly it will be an important part and one of the reasons 
why these research facilities should be continued, because as soon as 
the sources of pollution are eliminated, there is a problem of restora 
tion which we are greatly concerned with. Then we will go in and 
see what we can do to bring them back. 

I am pointing out these facts this morning because it is understood 
that the present bill provides for a reduction of $24,600 in the annual 
appropriation for the shellfish investigations of soft clam and hard 
clam. If this is passed, it would seriously curtail, if not largely ter- 
minate, the valuable work underway on the hard-shell clam in Rhode 
Island waters and also that of the soft-shell clam activity in New- 
buryport, Mass. 
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Important progress has been made in 3 years of experimentation on 
setting, growth, age determination, and mortality, those factors we 
need to know in setting up a conservation program designed to provid 
a basis for management of the fishery, but a minimum of 4 years is 
necessary to trace even one crop of hard-shell clams from birth to 
market size. 


EFFECT OF CURTAILMENT OF STUDIES 


To curtail the Federal hard-shell clam studies in Rhode Island 
would not only—and this applies equally well to the soft-shell clam 
that I suspect may be spoken about by other representatives here— 
would not only waste much of the work already done, but would 
largely eliminate 1 of the 2 major objectives originally provided for 
and contemplated in Public Law 556. It is hoped that this Federal 
assistance, needed to supplement the efforts of State agencies con 
cerned with the conservation of one of New England’s most valuable 
marine resources, will not be reduced. 

I might just say a few words with reference to another one of the 
fin fisheries with which we are greatly concerned again in our section 
of the coast. 


LOBSTER FISHING 


Senator Saltonstall previously mentioned the lobster. The drag 
ging offshore, dragging of the fishery, is now destroying very large 
numbers of the lobsters, which we have felt may very well contribute 
largely to the maintenance of the supply, because lobsters over 5 
pounds cannot be caught with the ordinary trap method, and the 
large supply is more or less immune and maintained. Now they 
are going in and getting, as he mentioned, as high as 2,000 pounds in 
a haul. That is a matter that needs attention. It is an offshore 
problem of the Federal Bureau, the Fish and Wildlife Service must 
do it if it is done. 

Another is the rising trash fishery which affects all of the forms 
they have mentioned. It is the unrestricted dragging over our open 
waters which is becoming important. We need to know what nursery 
grounds are, the percentage of the haddock that are being destroyed 
in that process, because it all goes into it. That has not been studied. 
For that we need such a vessel as the Albatross. 


NEED FOR CONTINUED OPERATION OF EXPERIMENTAL VESSELS 


I also enter a plea for the maintenance and continued operation 
of the fishery vessels for the open coastal waters. To let them go 
now would be to repeat what I personally went through in the 
twenties when I was in fishery work in the North Atlantic, and five 
vessels fell apart under me because they had not been kept up. That 
is not good economy. 

Now they have two vessels. All of these vessels that have come 
down through the lines, the A/batross is the second on the Georges 
Bank fishery, hs ave all per formed excellent service and, as these men 
pointed out, are providing important service now. Other nations ar 
doing it. 
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Back in 1924 I had to get passage on an ice patrol vessel to study 
the possible damage that might occur with that rise in the fisher) 
following the Wor ‘ld War I. The French had vessels over there, the 
Danes and Germans sent over exploratory vessels. Our Fish and 
Wildlife Service had to depend on one of its men as a passenge) 
working when time could be spared from the other programs. 

They “had a long gradual climb. In 1922 I was 1 of 13 scientists 
to cover the whole United States on fisheries. Now they have got a 
healthy staff of well-trained people which cannot be trained in a 
short time. I think it would be a tragedy to lose those personal 
resources and facilities we need to hold our place in the fish economy 
of the country. 

Senator Corpon. Thank you for your testimony, Mr. Fish. That 
concludes the Fish and Wildlife part. 


Bureau or RecLAMATION 
BOSTWICK IRRIGATION DISTRICT 


STATEMENTS OF HON. CHRIS C. GREEN, STATE SENATOR, STATE 
OF KANSAS; AND WARD R. DOUGLAS, SECRETARY OF THE 
KANSAS BOSTWICK IRRIGATION DISTRICT, COURTLAND, KANS. 


GENERAL STATEMENT 


Senator Corpon. Senator Carlson, I believe you have two wit 
nesses here with respect to the Bureau of Reclamation. 

Senator Cartson. I have two very fine outstanding citizens of our 
State here in behalf of the extension of the Bostwick project in 
Kansas, which is an extension of a project out in Nebraska. It re 
ceives water from the Harlan Dam. 

We have here today Mr. Chris Green of Courtland, Kans., who is 
present State senator in our State. He was chairman of the appropri 
ations committee of the house when I was Governor and he is very 
much interested in this project and this work for 20 years. 

With him is Mr. Douglas, who is a member of the board of directors 
and secretary of the organization. I would appreciate so much if 
you could give them a little time. They are going to be brief. I ap 
preciate, too, how kind you folks are to give us this time. 

Senator Corvon. We are very happy to have you here, Senator 
(green and Mr. Douglas. 

Mr. Green. Mr. Chairman and members of the committee, my 
statement will just be a general statement about the project, and the 
more technical side will be handled by Mr. Douglas. 

I am president of the only bank in this immediate area, that is, in 
this district, and have been manager of the bank for some 30 years. 

I have spent my entire life in Jewell and Republic Counties except 
for the time I was in college and the United States Army, and for 
the past 12 years I have been in the Kansas State Legislature, 10 years 
in the house, and now the senator from Cloud and Re »public Counties. 
I have served continuously on the appropriations committee of the 
house and was chairman for 4 years. 

Senator Corpvon. So you understand something about what our 
problems are today, Senator. 
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Mr. Green. Well, I have been on the other side of the table all 
that time, so I have not been making any of these reports. 

I am a member of the Missouri States Committee and am deeply 
concerned with the development of the Kansas River Basin, and the 
entire Pick-Sloan plan. Much of my work in the legislature has been 
to this purpose and I was appointed as a member of the committee 
appointed by Governor Schoeppel, now United States Senator, and 
charged with the writing of the present water laws for the State of 
Kansas. ee 

I am appearing here today in behalf of the Bostwick irrigation dis 
trict No. 2 in Kansas. 

Some 20 years ago I began working with water conservation and 
use in ourarea. A great amount of work has been done and we have 
made good progress during the last 10 years. 

The Jarge Harlan flood control and supply reservoir is complete 
and is now storing water, costing some $45 million. This is the source 
of our water supply for the district. 

The diversion dam is complete, which is the origin of the Bostwick- 
Courtland Canal and which will bring the water throughout our 
district. 

Senator Haypen. That diversion dam is located in Kansas? 

Mr. Green. Located both in Nebraska and Kansas. This project 
is, but I am talking specifically about the Kansas side of the project. 

Senator Haypen. This dam that you mentioned, the diversion dam, 
is that located in Kansas or Nebraska ? 

Mr. Green.. The diversion dam is located in Nebraska, just across 
the line in Nebraska. 


CANAL PARTIALLY COMPLETED 


The canal on the Nebraska side is complete and is now in use. 

Senator Corpon. How long is the portion of the canal that is 
complete ¢ 

Mr. Green. Fourteen miles. 

Senator Corpon. That brings it substantially to the Kansas 
Nebraska line ? : 

Mr. Green. That is completed to the Kansas-Nebraska line; yes 
sir. 


Senator Corvon. And you want to continue it now over 
Kansas ¢ 

Mr. Green. It is being continued into Kansas at the present time 
under contract. 

Senator Corpon. All right. 

Mr. Green. The contract has been let and the Courtland Canal is 
under construction, which when completed will enter the northwestern 
corner of 49,000 acres of land to be irrigated. 

Senator Corvon. Will that be complete irrigation or supplemental ? 

Mr. Green. That would be supplemental irrigation. 


into 


INCREASED CROP YIELDS 
Senator Munpr. What kind of crops do you plan to raise on that 
irrigated land ¢ 
Mr. Green. I did not understand. 
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Senator Munpr. What type of crops do you expect to raise on the 
irrigated land in Kansas? 

Mr. Green. Corn, alfalfa, and such crops as that. However, we are 
told by the Reclamation Bureau that we can raise almost any crops 
that are raised under irrigated land because of the nature of our soil, 





BUREAU STUDY ON ECONOMIC BENEFITS 





Senator Munpr. Have the Reclamation officials provided you with 
figures to show that the economic return from increased yields of corn 
and wheat will be adequate to compensate the farmers for participat- 
ing in the project? 

Mr. Green. Yes, sir, that has been done. 

Senator Munpr. I would be interested in having those figures for 
the record if you have them. 

Mr. Green. I think those reports will be given by Mr. Douglas. 
Mine is more or less of a general statement, Senater, and he can give 
you the specific figures. He is the director of the project. I do not 
believe I can give you just specific figures. 

Senator Munpt. You can have Mr. Douglas supply the figures at 
this point in your remarks then, and they will be available. 

(The information referred to was not furnished to the committee.) 

Senator Exiienper. Is there any conflict between the people of 
Kansas and Nebraska as to where this money is to oy spent ? 

Mr. Green. None that I have ever heard of, 

Senator ELtenper. Never heard of it? 

Mr. Green. None I have ever heard of. Of course, I do not think 
one can be completed without the other. It is a joint project. 

Senator ELLenper. I understand. 

Mr. Green. In April 1951 the contract with the Federal Govern- 
ment for the repayment of the district’s part was assigned. 


EFFECT OF REDUCED APPROPRIATION 


If we are to get no more of an appropriation than that proposed, 
we will be virtually at a standstill with much added overhead expense 
burden to the district. If we receive enough to continue the work 
until it is completed, the sooner we will be able to fulfill our contract 
with the Federal Government and start the repayment of the money 
that is loaned to the district. 

I always think about that when I am considering appropriations in 
the House, that we are not asking for a gift, we are asking for a loan 
so that we can ret this program started and that much sooner repay 
the Government. That puts it, possibly, in a different category. It 
would in my thinking. 

I have lived my entire life in and near this project and have ex 
perienced how we run from good years to poor ones. We have had 
about 10 years of pretty good crops. It would appear that we are 
now entering a period of dry times and dust storms. I was born on 
an upland farm and have heard the statement time and time again, 
“If it would just rain tonight, we might have some crop.” 
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YEARLY RAINFALL 


Senator Munpr. What is your average yearly rainfall over the last 
25 years ¢ 

Mr. Green. As compared with last year? 

Senator Munpr. Over a long period of time. I know you have had 
a series of good wet years. 

Mr. Green. We ordinarily run from 24 to 28 inches. That is an 
average. 

Senator Munpr. You are doing better than that lately ? 

Mr. GREEN. Yes. 

I have been in this territory since 1922. I went through the period 
of the thirties with the banks closing and farmers destitute. We 
had 2 and 3 mortgages on the land there and many farmers lost their 
farms. 

I remember getting the feed loans, what difficulty‘they had in pay- 
ing them back, in selling their livestock. I have come wholeheartedly 
to believe in the conservation of water for the purpose of irrigation. 

I have thought as we worked for this that the use of 49,000 acres 
in our community would certainly help to stabilize our economy and 
quite some of the territory surrounding. 

It is our hope that you will look favorably to the granting to us 
of this loan in order that we may more quickly get in shape to start 
the repayment provisions of our contract to the Federal Government 
and any loans that we may get. 

I thank you very much. If there are any questions, I will try to 
answer them. 

REVISED BUDGET 


Senator Corpon. I note that the original budget requested $4,500,- 
000 for this Bostwick division and there was granted $4 million. 

Mr. Green. Mr. Chairman, that $4 million was granted by the 
House. I believe it was divided with $2,500,000 going to the Ne- 
braska side, who has one-third of the acreage, and $1,500,000 going 
to the Kansas side, which has two-thirds of the acreage. 

Senator Corpon. That seems to be then the difficulty between Kansas 
and Nebraska—who is going to get the money ? 

Mr. Green. As to who is going to get the money ? 

Senator Corpon. Yes. 

Mr. Green. I believe it has been allocated that way so far as the 
House is concerned. 

Senator Corpon. It may be that I am looking at the program sum- 
mary here, which does not indicate any allocation of funds as between 
the two States, and I do not think the report indicates that there is 
that allocation. If there is such, I believe it is one that has been 
made by the Bureau of Reclamation rather than by the House. 

Senator E.iitenper. I understood there was a little conflict, Mr. 
Chairman, and that is why I asked the question. It might be well 
that the committee consider it if there is. 

Senator Haypen. Maybe Mr. Douglas will know. 

Senator Munpr. Do you know, Mr. Douglas, whether the alloca- 
tion was made by the House or the recommendation of the Bureau of 
Reclamation ? 
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Mr. Dove.as. The allocation is made by the Bureau of Reelamation, 
as I understand it. Probably you could say it is based on their con 
struction program. There is no contention between the two districts 


COMPLETION OF DIVERSION DAM 


As you come down the valley under this construction there has beer 
some necessary construction in Nebraska before Kansas had a chance 
for irrigation. For instance, this diversion dam. It is a multiple 
diversion dam that serves both Nebraska and Kansas. Now we have 
reached the point by having -this diversion dam completed and in 
operation in Nebraska, then the appropriations could become sepa 
rate items because we have a large district in Kansas. And up until 
this point we have not been ready to use very much money, but we are 
ready to continue as strong as we can go now. 

The diversion dam is completed ; 14 miles of the canals on that di 
version dam to the State line is completed. Up to that point we did 
not have sufficient legal status to continue. That is one reason why 
Kansas has been behind in this program probably, because we did not 
have contracts confirmed, and so forth. We could not have spent 
money had we had it. 

Senator Corvon. Whose fault was that? 

Mr. Dovetas. Not the fault of the Government, not the fault of 
anyone concerned. But you have to remember that in Kansas irriga 
tion in an organized manner such as this is new. Consequently, we 
had to have necessary laws to operate under, and during that course of 
time those contracts and so forth had to be put in shape before we 
could spend any money, before the Bureau was willing to come in and 
build their canals. 

Senator Corpon. How long has it been that you have had an oppor 
tunity to do that? If I remember, I have been sitting on this com- 
mittee furnishing money for the main Harlan Dam for years and 
years. 

Mr. Dovauas. Yes. Well, Harlan County Dam was built by the 
Army engineers and was authorized back in 1941 by the Flood Con- 
trol Act, set up in Senate Document 191. Then the actual construc 
tion of Harlan came along in 1946. In the meantime, in 1951 the 
Kansas Bostwick district signed a repayment contract with the Bu 
reau. From that point on we have been hoping to build. 

Senator Corvon. Of course, as a condition precedent to your get 
ting going you had to have this diversion dam and main canal ? 

Mr. Doveuas. That is right. 

Senator Corvon. So while it may not have been being built in Kan 
sas, it was being built for Kansas and Nebraska ? 

Mr. Dovatas. That is right ; 90 percent of the use of that diversion 
dam is for use in Kansas. 

Senator Corvon. If you know, with respect to this allocation of 
funds to be appropriated, what would the construction be in Kansas ¢ 
I understand you to say that the canal is complete through Kansas to 
the line, so it is not on the main canal. What is it? 


COURTLAND CANAT 


Mr. Doucuas. The Courtland Canal is quite a long canal. It is 
complete from the diversion dam to the State line. Perhaps if you 
would care to look at this map you might understand much better. 
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Senator Corpon. That would be very helpful. 

Mr. Dovuenas. If you notice, on the lower side of the district, down 
in the vicinity of Superior, Nebr., the black line inked in is the Court 
land Canal in its various stages today. From the Supe rior-Courtland 
diversion, west of Superior, LO the State line is the portion that is 
com pleted. From the State line down into the area extending north 
and south, colored in yellow, is the potential i irrigated district, that 
portion under contract now. That is the portion that the contract 
was let on about a year ago at this time, and we understand, and have 
been told, that the allocation made by the Bureau of their funds, if 
$4 million is allowed by the House, is all that the Bostwick project 
will receive, the Kansas allocation of that portion, it will take all of 
it to pay up the contract on this present 14 miles of canal. Naturally 
that means that we must wait for another appropriation for a year 
before we can expect another contract to be let. 

Senator Corpon. Just a minute. There is something wrong here. 
There is no contract being executed without the money being available 
all ready to pay it. So if they have completed this Courtland Canal 
down to the Kansas-Nebraska line, they completed it because there was 
money appropriated and available to pay for it. 

Mr. Doveras. Yes, that is right. I am speaking of the canal below 
the Kansas-Nebraska line. 

Senator Corpon. That is in Nebraska ? 

Mr. Dovatas. That is in Kansas 

Senator Corpon. In Kansas; yes. Now the $4 million then would 
be applied to continue the construction of the Courtland Canal south- 
easterly into Kansas? 

Mr. Doua.as. No. 

Senator Corpon. What is it going to be used for ? 

Mr. Dove.as. $4 million to the Bostwick project, Kansas 
Nebraska—you will notice in vour listing over there, I think, if you 
have that House recommendation. 

Senator Corpvon. That is right. 

Mr. Dovuetas. $4 million to the Kansas-Nebraska project. 

Senator Corpon. That is right. 

Mr. Dovetas. All right. The $2,500,000 is allocated somewhere 
in this Nebraska project, which I am not acquainted with to tell you. 

Senator Corvon. Then we will determine it when we get the people 
from the Bureau here. 

You are satisfied in your own mind about this? That the Court 
land Canal is completed now to the Kansas-Nebraska line? 

Mr. Dovetas. Yes; that is right. 

Senator Corpon. So there is no need for spending any money on 
that, that is done. 


REPAIRS TO CANAL 


Mr. Dovatas. It is completed and delivered water last year to an 
area of land there. It is completed. However, they had some seep 
age and they have shut the water off this summer and now have to 
repair the canal, but it did deliver water, so it is that far completed 

Senator Munpr. Are you actually doing any irrigating now -in 
Kansas ? 

Mr. Dovatas. No. That is from this project. 
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Senator Munpr. I mean from this project. 

Mr. Dovetas. No. 

Senator Munpr. If you were to drop a line straight south from 
Hastings, Nebr., to the irrigated area, how far east or west of that 
vertical line would this project be ? 

Mr. Dovetas. I would say Hastings, Nebr., is approximately 
straight north of this line here. 

Senator Munpr. And this is irrigated area? 

Mr. Dove.as. That is right. 

Senator Munpr. How far west is this? 

Mr. Dovetas. Approximately 45 miles. 

Senator Munpr. About 45 miles west of the line straight south of 
Hastings, Nebr. ? 

Mr. Dovetras. East of that line. 

Senator Munpr. East of that line? 

Mr. Dove.as. Yes. 

Senator ELLeNper. Mr. Chairman? 

Senator Corpon. Senator El!ender. 

Senator Eiitenper. Yesterday the question came up of this being 
classified, and as I remember the new budget, that two-thirds of it 
was completed and this money was going to be used to continue the 
work and complete the whole. Now judging from this map, I notice 
in yellow here that the potential land to be irrigated is tremendous in 
contrast to what has already been completed. I am just wondering if 
an estimate has been made of the entire cost of this. 

Mr. Dove.as. There no doubt has been. 

Senator Corpon. There is. I do not have it here. 

The Bostwick division, Nebraska-Kansas phase, estimated to cost 

$59,942,000. 

Senator ELttenper. How much has already been spent there if you 
have the figures? 

Senator Corpon. $9,021,357. 

Senator E.itenper. I wonder how come the conclusion that two- 
thirds of it had been completed. That is in the record. 

Senator Corvon,. I think you may be in error in this respect: That 
they are discussing the building of this main Courtland Canal which 
is only a part of the overall project. As I see it here, it is about two- 
thirds completed. 

Senator ELLENDER. You mean of the canal then? 

Senator Corpon. Yes. 

Senator ELitenper. Not of the whole area? 

Senator Corpon. No. 

Senator ELLenper. Well, I misunderstood it. 


SIZE OF IRRIGATED FARMS 


Senator Munpr. What is the average size of the farms in this irri- 
gated area ¢ 

Mr. Dovetas. The average size I would estimate to be a quarter 
section, possibly something like that. 

Senator Munpr. Between 150 and 240 acres? 

Mr. Dovetas. Yes. 

Senator Munpr. Is part of this delay you mentioned the result of 
some resistance on the part of farmers to switch from orthodox 
methods of farming over to irrigated methods? 
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Mr. Dovcias. There has been some of that, of course. Anything 
new that comes along, naturally somebody is against it. 

Senator Ettenper. How many acres will be involved when this 
whole program is completed, do you know? 

Mr. Dovue.as. The present repayment contract is signed for service 
to 49,000 acres. Now on this map it is perhaps a little deceiving be- 
cause part of this potential land is not in the district. 

Senator ELLenperR. How many acres do you contemplate irrigating 
with this $59 million ? 

Mr. Douctas. That I presume is the Bureau of Reclamation break- 
down, and I cannot tell you. Our repayment contract for the service 
system is for $314 million for the 49,000 acres. 

Senator Cartson. Mr. Chairman, I would like to suggest this: We 
have had a good session and a rather lengthy one, and I suggest Mr. 
Douglas be permitted to file the statement he has and he will be happy 
to answer any questions you may have. 

Senator Corpon. That will be fine. 

Senator Carson. I want to say for the record, too, this is a very fine 
agricultural area in this particular section. My particular home farm 
is not in the area, would not be subject to this project because I live 
across the river, but I am within 5 miles of it and am familiar with it. 
It is a very fine, fertile farming section in Nebraska and Kansas. 

Senator Corpon. Thank you very much. 

We will be happy to have you file your statement, Mr. Douglas, and 
it will be made a part of the record. You highlight it just as you 
feel should be done in order that the committee sitting here now 
will get the overall picture. 

(The statement referred to follows :) 


STATEMENT BY WARD R. DovuGLAs, SECRETARY OF THE KANSAS BosTWICK IRRIGA- 
TION District, COURTLAND, KANS. 


Mr. Chairman and members of this subcommittee, my name is Ward R. Douglas 
I own, operate, and reside on a farm near Courtland, Kans., in the Kansas 
Bostwick irrigation district, of which district I am secretary of the board 
of directors. I am speaking to you in behalf of the Bostwick project in general, 
but more specifically the Kansas Bostwick irrigation district. 

For a brief review, I would like to state that this project was conceived 
over 20 years ago when a similar condition existed. After several bountiful 
crop years—grain stored, people talking about overproduction and predicting 
that stored grain would be lost—drought conditions hit the Middle West 

Within 2 years the stored grain had been sold back to the farmer for 
livestock feed, then the livestock was sold to the Government for lack of 
feed. I need not remind you further of the dirty 1930’s in the Midwest 

This project was practically authorized in 1941 with authorization of Harlan 
Dam, and was definitely authorized in the Flood Control Act of 1944, as set 
up in Senate Document 191—the Pick Sloan plan for development of the 
Missouri Basin. 

Actual construction began in June 1946, with Harlan County Dam in Nebraska, 
which was built by the Corps of Engineers, is now completed and ready for use, 
In 1950, the Guide Rock diversion dam was completed. Ninety percent of 
this diversion is for the Courtland Canal which serves the Kansas Bostwick 
district. This Courtland Canal was also constructed as far as the Kansas 
State line in 1950. 

In 1951, the Kansas Bostwick irrigation district signed a repayment con- 
tract with the Secretary of the Interior for construction of irrigation facilities 
in the district and for the repayment of the same. However, we received: no 
construction in the year 1951. In 1952, a contract was let by the Bureau of 
Reclamation for 12 miles of the Courtland Canal in Kansas which reaches 
the edge of our district. Now we are told by the Bureau of Reclamation that 
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all of the appropriation recommended by the Bureau of the Budget, if allow: 
by Congress, will have to go to pay for the work now being done which was 
contracted for in 1952 

This means but one thing: a loss of a year in construction time and a furthe 
delay in delivery of water to the farmers who have great need for it at onee, Ir 
all due respect to the administration’s businesslike attempt to balance the budget 
I wish to call your attention to the fact that if this distribution system does n¢ 
progress in an orderly manner, the project will cost both the Government an 
the district more money. There are certain overhead expenses, whether co 
struction is being accomplished or not, which are added to the cost to the district 
Consequently, every day's delay means added overhead charges to the Goverr 


ment and in turn to the district These overhead charges will be money spe 
with no actual dividend returned to the Government or district, |} hich sub 
tracts censtruction funds from the district For example, the more that 


charged in overhead expenses by the Bureau, the less miles of canals and latera 
the district can expect for its contracted price. One item of great importar 
to this project is that the contractor now on the job is almost finished with hi 
heavy equipment. Should we be slowed down a year, the contractor will be 
compelled to move out to other work. This means that future contracts wi 
cost more accordingly. This is only one example of many comparable items wit! 
the Bureau as well as the contractors, adding excessive financial burden to bot! 
the district and Federal Governments 

We do not hesitate to ask for an adequate appropriation. We have a repay 
ment contract with the Federal Government for the repayment of all Federa 
expenditures allocated to irrigation. In reality we are asking the Federa 
Government to execute their part of the repayment contract by supplying us with 
a loan to be invested in the development of a national resource, that if may be 
done in an orderly and economical manner. This is not a handout or gift by the 
Congress, but a loan to the farmers of my district which must be repaid accord 
ing to Federal law and our repayment contract. 

The dam is built and storing water. The diversion dam is built, the Courtland 
Canal is built to the district and supplying water to that part of the Bostwick 
project in Nebraska through which it passes. We believe it to be poor economy to 
build a part of the facilities, then wait another year with added overhead costs to 
start building another part, and not finish the system just as fast as possible, for 
the sooner the system is completed the sooner the Government will start getting 
its money back. 

We evidently have completed the weather cycle. After 10 years of almost 
adequate rainfall, last year was the driest on record in Kansas. We are agai! 
experiencing blown-out wheat and duststorms. With the delivery of water we 
cannot only stabilize our own agriculture in our district of 49,000 acres, but we 
can make a feed supply available to farmers for many miles around. There has 
been considerable money spent on Harlan Dam, the Guide Rock diversion dam, 
and the Courtland Canal to the State line, which are all completed. <A contract 
has been let to reach from the State line to the district, which will be completed 
this fall. Details and plans have been worked out down to the actual turnouts 
on the farmers’ fields. For construction to proceed in an economical manner 
both to the district and Federal Governments, we must have for the Courtland 
Canal and laterals in the Kansas Bostwick district a substantial increase in 
the amount of appropriations allowed by the House of Representatives. 

In conclusion, please allow me to repeat. The control reservoir is completed 
and storing water, the diversion dam is completed, the Courtland Canal will soon 
be completed to the district and delivered water last vear to the Bostwick Dis 
trict in Nebraska through which it passes. The plans are made for the farm 
turnouts in our district. The weather cycle has evidently changed, and we are 
in need of water now. 

Thank you for permitting me to appear before you. 


SUPPLEMENTAL RAINFALL 


Mr. Dovetas. First of all, let me make one correction in Mr. 
Green’s testimony. He was asked if this was complete or supple- 
mental irrigation. I was thinking in different terms, and I prompted 
him to say this was supplemental. It is complete. There is no irriga- 
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tion built there now. But I am thinking of supplementing rainfall. 
We are not irrigating arid land, we are supplementing the rainfall. 

Senator Corvon. In other words, the water stored at this d or would 
be held available for those dry years where otherwise you wot ild have 
a total or partial crop failure but it would not be needed in an average 
water year. Is that substantially correct 

Mr. Douaias. Every year we could use water at some time during 
the year. Even through these past 10 years when we have had wet 
years, sO-¢ alled wet years, we could have beneficially used water some 
time during the year, ree early in the spring or late in the fall. 

Senator Munpr. It is like our experience in South Dakota. The 
average rainfall does a average out across the year. 

Mr. Dovetas. The average rainfall is plenty to raise a crop if it 
would come if we could order it, but it does not come at the right 
time of the year. 

Mr. Green. Last year we had about 20 bushels to the acre of corn 
around the Courtland area. Up in this project just across the line 
where it is irrigated, it is anywhere from 110 to 168 bushels to an acre 

Senator Corpon. Just a minute. How much? 

Mr. Green. The experimental farm was run by Nebraska Uni 
versity, and I figured it would run 110, They tell me the actual 
yield on that farm on the Republican River bottom under irrigation 
was 168 bushels to the acre. 

Senator Corpon. My guess is they put something on that land 
besides water. 

Senator Cartson. I want you gentlemen to know this is a very 
fertile section. 

Senator Corpon. Evidently. Go ahead, Mr. Douglas. 

Mr. Dowe.as. There is very little more that I might add other 
than my statement. 


CONCERN OVER LOSS OF PRESENT CONTRACTOR 


I am concerned because we have a good contractor on the job. 
He is almost finished with his heavy machinery, and naturally he 
is going to have to move that out if there is no prospect for more 
construction. This contractor built the first section of this canal. 
He got the contract for the second section, for several reasons. But 
just one item—he had an advantage of about $50,000 because he had 
portable forms and had them on the job. That was one big item. 
We hate to see that man move out because he is good. 

Senator Corvon. I know what you mean. It just happens occasion 
ally, not so much as I would like to have it happen, but it does oc 
casionally that you get an exceptionally good performance and it is 
economic as far as the whole project is concerned. 


DIRT STORMS 


Mr. Dove.as. All we are asking for is an adequate appropriation 
that keeps this thing moving along. We are having dirt storms. 
The pressure is on at home to get this thing built because people are 
beginning to wonder if they can stay there long enough to wait to 
see it built. We have dirt storms back there that some side roads you 
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cannot drive through because the drifted dirt is in there too deep 
Hundreds of acres of wheat blowed out. That does not make those 
farmers very happy. And when it comes along and we are told we 
cannot expect any new contract to be let for another year, something 
‘eae Eo betes That is all. 

Senator Evtenprer. Mr. Chairman, in that connection, I think if 
we are to meet the House head on we ought to establish facts that show 
this is not a new contract, because I believe that will be the teotible 
between us when we come to conference. Is that not true? 

Senator Corpon. Senator Ellender, as I see it, we are going to have 
to have technical information from the Bureau to know just where 
we are. 

Senator Exienper. In that connection, I wonder if we could get 
what the cost of the dam was, how many acres were to be irrigated, an 
how much the entire project cost so we can have all the facts before us. 

Senator Corpon. These data are available. My suggestion with ref 
erence to the program, Senator Ellender, and while with this particu 
lar subcommittee, there is available that basic data on all these pro 
jects. It would unduly encumber the record to re a it every year, 
but each one of you, if you will ask the staff member, it will be made 
avallable. 

Senator ELtenper. Good, 

Senator Corpon. And it is broken down and rather comprehensively 
itemized. 

Senator E.tenper. You remember yesterday—I think you were 
here, but maybe Senator Young was presiding—we brought out. the 
fact that the cost has been increasing from year to year, year to year, 
and I am just wondering whether or not the farmers will be able to 
pay back. 

Senator Cornon. I think one of the weaknesses of the reclamation 
law rests in its failure to have in it provision for correction of repay- 
ment contracts as the economy itself changes. True, these costs have 
gone up, and so have all other costs, and so have the prices of the 
products from the very land. 

Senator Etitenpver. Surely. 

Senator Corpon. But due to the fact that over the years we have 
had up until at least after World War I substantially even construc- 
tion prices, the contracts were entered into on a fixed basis for the 
annual payments and have gone on on that basis. In these cases where 
there is additional costs due to rising prices and the like, I think that 
the reclamation law ought to provide enough elasticity so that the 
annual charges can be accommodated to the economic situation as it 
changes. I think it would be very helpful to do it, and I am quite 
sure it would be helpful in getting money to continue the overall 
program if it were done. 

Senator Cartson. Mr. Chairman, I appreciate very much your 
kindness and want you to know again that I have a lot of faith in 
this committee, a lot of confidence in them, and I am sure we will be 
well pleased with whatever your committee decides. 

Senator Corvon. We will do what we can. Thank you, gentlemen. 

Senator Cartson. Thank you. 

Senator Corpon. Mr. Peterson, president of the National Reclama- 
tion Association. 
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NATIONAL RECLAMATION ASSOCIATION, LINCOLN, NEBR. 


STATEMENT OF C. PETRUS PETERSON, PRESIDENT 


PREPARED STATEMENT 


Mr. Peterson. Mr. Chairman and the committee, it is very gracious 
of you indeed to give me an opportunity to speak briefly. We are 
filing a formal statement which I shall not now try to repeat. 

Senator Corpon. The statement will be made a part of the record 
at this point. 

Mr. Pererson. Thank you very much. 

(The statement referred to follows :) 


STATEMENT BY C. PETRUS PETERSON, PRESIDENT, NATIONAL RECLAMATION 
ASSOCIATION 


My name is C. Petrus Peterson. My home is in Lincoln, Nebr., and I am presi 
dent of the National Reclamation Association. 

The National Reclamation Association is a private, nonprofit, voluntary organ- 
ization entirely independent of both Federal and State Governments, which rep- 
resents the irrigation and water resources development interests of the 17 West- 
ern States—the western half of the United Staces. It is a grassroots organi- 
zation. ‘ 

The members are public-spirited citizens from every State in the West, al- 
though western irrigation farmers comprise the largest single segment of the 
membership. Representative groups of business and professional men, State and 
local government officials, Federal, State, and local public agencies and private 
organizations make up the remainder of the membership roster. 

The primary purpose of the organization at the time it was organized in Salt 
Lake City, Utah, in 1932, was to save reclamation. Although the scope and 
functions have been broadened considerably during the past 20 years, the ob 
jectives as indicated in the constitution remain fundamentally the same—the 
development, control, conservation, preservation, and utilization of the water 
resources of the reclamation States. 

The National Reclamation Association maintains a close working relationship 
with State and local, public and private organizations concerning irrigation and 
water resources development matters. Many Western States provide a volun- 
tary, nonprofit State reclamation association—others provide a public agency, 
as a medium for this coordinated effort. 

The immediate objectives of the association were outlined in the resolutions 
adopted at the last annual meeting held in Long Beach, Calif., November 1952. 
Following are the resolutions which deal directly with the phase of the program 
with which this committee is concerned: 


RESOLUTION NO. 5—ADEQUATE APPROPRIATIONS FOR WATER DEVELOPMENT 


Whereas the primary objective of the National Reclamation Association is the 
complete development of the land and water resources of the West; and 

Whereas the accomplishment of this objective calls for adequate appropria- 
tions by the Congress; now, therefore, be it 

Resolved, That the National Reclamation Association hereby directs its officers 
to support before the Congress requests for sufficient appropriations to 

Permit the Bureau of Reclamation and the Corps of Engineers to continue 
progressive construction programs in consonance with the needs therefor; 

Support and continue the snow survey service of the Department of Agri- 
culture ; 

Permit prompt and continuing acquisition by the Geological Survey of basic 
data respecting both streamflow and ground-water resources throughout the 
Nation; 

Permit completion of standard topographic mapping of the United States, 
if possible, by the year 1970; 

Support research, investigation, and action programs in soil and water conser- 
vation, basic and essential to the sound development and full continued care of 
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the Nation’s land and water resources basinwide and in harmony with multiple 
use projects development ; and 

Support the land capability inventory to be completed as soon as practicable 
be it further 

Resolved, that the various affected States are urged to give full support to the 
foregoing program. 


RESOLUTION NO. 7, SUPPLEMENTAL WATER PROJECTS 


Whereas in many localities throughout the West, farming areas which have 
been established for generations are facing curtailment of their future operations 
by reason of deficient or failing water supplies; and 

Whereas in such communities hundreds of millions of dollars of investment are 
in jeopardy ; Now, therefore, be it 

Resolved, by the National Reclamation Association, reaffirming Resolution 21 
adopted in 1950 and Resolution 18 adopted in 1951, that adequate consideration 
should be given in the preparation of investigations and reports to projects to 
furnish supplemental water supplies to areas now suffering from insufficient 
water supplies. 


RESOLUTION NO, 15, AUTHORIZATION AND CONSTRUCTION OF PROJECTS 


Whereas the general welfare, safety, and defense of our Nation requires th 
wise development, conservation, and utilization of the water resources of the 
reclamation States in periods of national emergency as well as in normal times; 
Now, therefore, be it 

Resolved, by the National Reclamation Association that even during the con 
tinuance of the present national emergency— 

1, It favors the necessary appropriations for projects and project units which 
have been authorized, and which come within the category of a program of 
reclamation-project construction necessary to keep the Nation economically 
strong and to meet the demands of national defense, and which have met with 
the approval of the States and localities affected ; 

2. It favors the authorization of new projects which meet the tests required 
by Congress and have the approval of the States and localities affected even 
though, because of the present national emergency, it may not be possible to pro 
ceed immediately with all phases thereof. 


RESOLUTION NO. 16, CONSTRUCTION BY CONTRACT BUT PERMITTING LIMITED 
CONSTRUCTION BY FORCE ACCOUNT 


Whereas the National Reclamation Association approves the traditional policy 
of performance of construction work through the letting of contracts by com 
petitive bidding; and 

Whereas the National Reclamation Association realizes that there are cir 
cumstances and conditions including management and operation, maintenance, 
and repairs, engineering and supervision, minor construction work and emer 
gencies local in character, under which the interests of the public and the Federal 
Government may be best served by permitting a limited amount and definite type 
of construction work to be done by force account; and 

Whereas the National Reclamation Association believes that restrictions which 
have been placed in the Interior Department appropriation bills relating to 
Bureau of Reclamation construction appropriations upholding the traditional 
policy of construction by contract but at the same time permitting a limited and 
necessary amount of work by force account have proven to be, in the main, quite 
satisfactory ; now, therefore, be it 

Resolved, that the National Reclamation Association, reaffirming its position 
taken in its Resolution 12 adopted in 1951, endorses the general pattern set 
forth in Interior appropriation bills establishing the policy of construction work 
by contract and limiting and defining the construction work to be done by force 
account and urges that such a program be made a permanent policy with the 
Bureau of Reclamation. 


RESOLUTION NO. 21, COST STUDY 


Be it resolved that the National Reclamation Association requests the appro 
priate committees of Congress to make comprehensive studies of engineering, 
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construction, and operation and maintenance costs on projects constructed by 
the Bureau of Reclamation as compared with like costs of projects constructed 
py non-Federal agencies with a view to determining what legislation, if any, may 
be desirable for the purpose of effecting greater efficiency and economy in ad 
ministration of investigation, design, construction, operation, and maintenance 
work by the Bureau of Reclamation 


HOUSE APPROPRIATION BILL 


We consider that the Interior Department appropriations bill as it passed the 
House a few days ago was quite fair with irrigation and reclamation projects 
generally. That is especially true with those projects which were recommended 
by the Bureau of the Budget. We are especially pleased to note that the housing 
bill approves a substantial amount out of carryover funds for the middle Rio 
Grande project in New Mexico which we discussed before this committee a year 
ago. There are, however, a few other projects that are really quite worthy and 
very much needed in the local communities affected. We believe that each of 
these projects should be considered on its merits. We do not like a flat order of 
“no new starts.” We sincerely trust that the committee will give full con 
sideration to these projects, giving special attention to the local need, as well 
as the contribution which they will make to our defense program and the 
welfare of the Nation. 

Following is a list of these projects: 

Carlsbad, N. Mex : $750, 000 
Bluff Unit, Bighorn Basin Division, Wyoming ' 170, 000 
Charley Creek Unit, Montana Pumping Division, Montana — 125, 000 
Glendo Unit, Oregon Trail Division, Wyoming 5, 000, 000 
Hanover Unit, Bighorn Basin Division, Wyoming 675. 000 
Helena Valley Unit, Helena-Great Falls Division, Montana ; 600, 000 
Nickwell Unit, Montana Pumping Division, Montana 100, 000 
Sargent Unit, Middle Loup Division, Nebraska at 1, 800, 000 
Yellowtail Unit, Lower Bighorn Division, Montana 1, 500, 000 


We have not attempted to describe these projects nor have we attempted to 
explain the need but we are sure that the Bureau of Reclamation will furnish 
such information if it is so desired, 


GENERAL INVESTIGATIONS 


We are very much disappointed in the action taken by the House committee 
and approved in the House bill on general investigations. Reclamation projects 
of tomorrow depend upon the general investigations program of today. Through 
out the West we are all looking forward to the day when we may move forward 
with the construction of reclamation projects on a full-scale basis. 

The following tabulation shows the amount which has been advanced for 
general investigations from 1947 through 1953. It also shows the amount recom 
mended in the revised budget for 1954 and the amount approved by the House 
The tabulation also shows the reductions in the House bill below the revised 
budget for general investigations in the Missouri Basin designated as phases 
B, C, and D. 


Amounts available with carryover 


1947___ tikes : ; ; bia $8, 128, 000 
1948__ ice aicenimced we seenmainaan . 8,500, 000 
1949_- thighghactes a abeteniean . ‘ 5, 088, 000 
1950__ fai ‘ ahd hicd a whi ‘ ‘3 6, 057, 000 

6, 223, 000 


5, 034, 000 
4, 294, 324 


Revised budget__- 
Approved by House 
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Missouri Basin—1954 


Revised | Appr 
budget | by Hou 
Phase B $1. 000 OM SAN 
Phase C and D 1, 000, OOK FM 
2, 000, 000 | 1. 150 


| 

We believe that a reduction in general investigations of 50 percent 
below the revised budget is too heavy a reduction. As previous] 
stated, reclamation in the future will depend upon general investiga 
tions of today. For that reason, we earnestly recommend that the 
committee approve an amount equal to that recommended in the 
revised budget. 

GEOLOGICAL SURVEY 


It is quite generally recognized that there is a serious shortage of 
basic information concerning our Nation’s water supply. Such in 
formation is very important. 

Underground water and its relation to future development in the 
rapidly growing communities of the West is becoming more readily 
apparent each day. In some areas the underground water is already 
being depleted and the situation is becoming acute. A number of 
the States have recently adopted, or are now adopting, a code of 
underground water law. But much more basic information con 
cerning this valuable resource is important. 

Stream flow measurements on the various river basins of the West 
where development programs are now under way provide the only; 
information upon which such development can be successfully 
planned and carried forward. In these measurements the Geological 
Survey cooperates with the States and local organizations; in man) 
instances, the local communities match funds to carry on this work. 

Land mapping is becoming increasingly important in the West, 
due primarily to the rapid growth in population and the demand 
for development of the resources which is taking place in that area 
Our association over a period of years has adopted a resolution 
urging that this work be speedily brought to a conclusion and within 
20 years if possible. 

For the foregoing reasons, we strongly urge adequate appropriations 
for the United States Geological Survey. 

Senator Corpon. Go ahead, please. 

Mr. Pererson. Things that [ would like to emphasize beyond what 
is in that formal statement are a few items. 

I would like first to second the statement of the folks from Kansas. 
I think there is a real need for an appropriation that makes it pos 
sible to continue that work to get the benefit of the funds that have 
already been invested in the dam and in the ditches as far as they 
have been developed. 


GENERAL INVESTIGATIONS FUND 


Secondly, I would like to talk a little bit about the general investiga- 
tions fund or appropriation. The cut in that fund looks to us as 
though it might have been inspired by a sort of punitive psychology. 
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I am not going to try to discuss whether that might or might not 
have been jus stified. but we have a new organization now, and it is 
unfortunate, I think, if by that radical cut Congress indicates a lack 
of confidence in that new organization. 

The cut below the revised budget is 50 percent. The revised budget, 
as I remember it, was $4 million and it is cut to $2 million. 

Now in addition to the continuation of the work of investigation 
which that Bureau will be called upon to do, all indications are that 
the Congress expects an additional body of work to be performed on 
reexamination of projects that have heretofore been wate if 
that is to be performed in addition to the continuing task, it seems 
impossible to expect that to be accomplished by half of the money 
that was recommended and a third of the money which was origins ally 
requested. 

1953 APPROPRIATION 


Senator Munpr. Do you recall, Mr. Peterson, how much was ap- 
propriated for that fund in 1953? 

Mr. Peterson. A little over $4 million. I have forgotten the ad- 
ditional amount. The original revised estimate of $4 =— was not 
radically below what was available for the previous ye: 

Senator Haypen. In my opinion it was about a ition dollars off 
last year. 

Mr. Peterson. A restoration to the $4 million basis will be within 
reach of possibilities, perhaps. 

Senator Corpon. It would appear, Air. Peterson, as though the 
House had wholly overlooked the fact that the present Secretary of 
the Interior cannot go forward with a reexamination of these projects 
unless he has some funds made available to do it. 

Mr. Pererson. That is right. He cannot discharge half of his 
technical staff and then do twice the amount of work. That is just 
asking of him the impossible. 

So we hope that this committee will take cognizance of that 


least restore it to the recommended level in the revised budget. 
FUNDS FOR GEOLOGICAL SURVEY 


We are also anxious about funds in the Geological Survey, where 
the cut is not very steep, but at least from our standpoint we think 
there is work there which permits an increased amount of attention. 

There.is probably nothing that will come before the Congress in 
the near future fraught with more violent difficulty than the exhaus- 
tion of ground water supplies in many of the areas. 

Senator Corpon. In the Geological Survey, Mr. Peterson, the origi- 
nal 1954 request was $31,070,000, and the House committee allowed 
$27,750,000. While that reduction is $3,320,00 below the original bud- 
get estimate, it was an increase of $2,387,315 above the curent appro- 
priation according to the House report. 

_ Mr. Peterson. Yes, I know. I am saying that the reduction there 
is not radical, but I think the history so far indicates the conciousness 
of the development area that is going to require additional attention. 

The third and last item that I want to emphasize in addition to.our 
formal statement is the psychology which has been engendered over 
the West by the so-called no-new-starts theory. I am one of those 
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who would like to see the change that has taken place in this year 
continue for more than 2 years. Nothing could be calculated to upset 
that quite so much as to have the West feel that the present Congress 
and present administration are engaged in a liquidation of the rec- 
lamation development. 


SOME REDUCTIONS ESSENTIAL 


Now in the treatment of the various projects, I think we should ss 
that we should expect to share in the reductions which are Seamed 
essential and which we deem essential to obtain a balanced budget. 
[ find no fault myself with that reduction insofar as the individual 
projects are concerned. There will be people who speak for indi 
vidual projects who will not share with me fully that conclusion, but I 
sense that necessity, and I do not complain about it. 

But we have a group of projects which have been authorized whic] 
nobody has brought forth anybody to challenge the propriety of. 
You will probably hear of one from our State in the Luke River area, a 
small project relatively, but a very deserving one, which now seems 
to be excluded solely on the basis of no new starts. They cannot 
understand it. No new starts, without any indication as to when that 
philosophy is to terminate, creates the totally wrong sort of 
psychology. 

I realize that probably rests at the executive level so far as the 
statement itself is concerned, but apparently it is being carried out 
pretty largely by the Congress. I hope that it will be possible to see 
2 or 3 of those projects which are on that list included in your recom- 
mendations both for their own sake and for the sake of the genera! 
psychology of the West—that we are still planning progress, not just 
completing what has been undertaken so far. 


NEW STARTS 


Senator Haypen. I might say, Mr. Peterson, you speak of the 
executive level—it particularly has been the Bureau of the Budget. 
We have had our difficulties in the past years where there was a feel 
ing always in that Bureau that nothing new should be started until 
we finished up what we had, and we have had to resist that year after 
year. 

Senator Cornon. Your no new start idea, I think, Senator Hayden. 
had its inception with the Korean debacle. At that time we were 
faced with the doctrine, and if you recall, last year when we made 
some new starts of our own—I sometimes doubt the wisdom of our 
doing it because we do not have all the picture in front of us, but at 
least this committee indicated its position in that action. I can find 
more reason for lack of new starts in this budget than any that has 
been here because you have a completely new administration. 

Senator Haypen. I understand that. 

Senator Cornon. And it has to have an opportunity to look at them. 

Senator Haypen. I wanted to say it was not just recently that we 
have had this trouble. We had it right along. 

Mr. Dovaras. I appeared before your committee last year, Senator, 
on the same thing. 

Senator Haypen. In addition to that, we had this idea down at 
the budget of some kind of definition that would fit all projects. 
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Each project must stand on its own bottom. There is no other way 
out of it. But there was continuous effort for some years to try to 
find a formula, and if the formula fit, you could start something new ; 
if it didn’t, you could not start something new. That is totally wrong 
in my mind. 

Senator Corpvon. Are we going to depend upon the energy and 
strength and courage and fighting ability of the individual, Senator, 
to let it rest on that? We cannot start them all in one year. 

Senator Haypven. I agree with that. 

Senator Corvon. There has got to be a selection in the hands of 
somebody. 

Senator Maenuson. Off the record. 

(Discussion off the record.) 

Mr. Pererson. We have listed in the formal statement here those 
projects which our association would like to have you give serious 
consideration, but I am not the witness to undertake to give yon the 
details of them. 

Senator Macnuson. Why do you not have Kennewick in there? 
You do not consider that part of Yakima? 

Mr. Wetsu. It was included last year. 

Senator Magnuson. It was in last year for some plans, yes. 

Mr. Wetsu. That is a going project. It has an allowance in the 
budget this year. 

Senator Maacnuson. Yes. 

Mr. Wetsn. There are projects ready to go. 

Mr. Pererson. The details on those, our secretary-manager, Mr. 
Welsh, will have to bring you the information you ask for. I am 
merely trying to state a general thesis so far as our organization—— 

Senator Corpvon. You do not need to put Kennewick in this list, 
it is already in. 

Mr. Pererson. That is right. 

Senator Corpon. $314 million in the present budget. 

Senator Magnuson. Yes. 

Mr. Pererson. I think I should not take any more time. I think 
Mr. Welsh has something in mind to bring in at this point. 

Senator Corpon. Very well, Mr. Welsh. 


NATIONAL RECLAMATION ASSOCIATION 
STATEMENT OF WILLIAM W. WELSH, SECRETARY-MANAGER 


INFORMATION SERVICI 


Mr. Wetsu. I would like to Say one word about the information 
service in the Department of the Interior. 

I have here a number of clippings which were sent to me by 
our mutual friend, Senator Kenneth Miller, giving something of an 
appraisal of Mr. Larry Smith who was brought down here by Mr. 
McKay to head the information service in the Department of the 
Interior. I think those clippings, which come from the different 
papers out there in that area, would convince anyone that 
really an outstanding man in that field. 
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HOUSE 





REDUCTION 


The House bill would cut the information service 80 percent. We 
think that is too much. We would not recommend or urge that we 
have a big propaganda agency. I talked with Mr. Smith, and I 
find that his idea coincides with mine exactly—that the information 
which goes out from the Interior Department and the various bureaus 
should be factual information. But I do think the people over the 
country are entitled to that information, and if we cut that Depart- 
ment 80 percent, we are just simply hiding our light under a bushel 
basket, the world will not know what Reclamation is doing and ac- 
complishing. We think a 50-percent cut would be much more in 
keeping than an 80-percent cut in that Department. 

Senator Corpvon. Thank you very much. 

Senator Magnuson. Mr. Welsh, I just want to say there on the 
Columbia Basin, which as you know is a huge project, they have 
two men, and their time was taken up solely with answering requests 
and giving facts to organizations and people, even us in Congress, 
and under this cut they have been given their notices to go. So the 
whole Columbia Basin project will have no one, and they only had 
two. They were not propagandizing at all, they were merely sending 
out answers to queries about what they were doing. 

Mr. Wetsn. There is one thing we cannot understand. Section 
108 in the bill as it passed the House, subsection (b), after defining 
the limitations with respect to how the $100,000 can be expended, 
then down at the bottom it says, “This section shall not apply to 
the publications of the National Park Service.” 

Now we do not quite understand that. In some instances the 
National Park Service, or at least their friends, supporters over the 
country, have been putting out a lot of what we think is propaganda 
against our proposed reclamation reservoirs. We do not just quite 
understand why those limitations would be imposed upon the other 
bureaus within the Interior Department and except the National 
Park Service. 

Senator Corpon. It is an appropriate inquiry at least. 

Mr. Pererson. Thank you very much. 

Senator Corpon. We are glad to have had you, gentlemen. 

Senator Corpon. I understand we have two witnesses here with 
respect to the appropriation to the Solano County project in Cali- 
fornia. While it is getting a little past the noon hour, if we may hope 
that these gentlemen will let us file their two statements and then 
only highlight them, we will get them through at this time. 

Who will appear first, Mr. Gillies? 

Mr. Gutres. I will, sir. 
Senator Cornon. Very well. 
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SoLANO Proggecr 
SOLANO COUNTY WATER COUNCIL OF CALIFORNIA 
STATEMENT OF DUGALD GILLIES, SECRETARY 


PREPARED STATEMENT 


Mr. Giiures. Thank you, Mr. Chairman. 

Senator Corpvon. Mr. Gillies is secretary of the Solano County 
Water Council of California, and his complete statement will be made 
a part of the record at this point. 

Mr. Gitutes. Thank you, Senator. 

(The statement referred to follows :) 


STATEMENT OF DUGALD GILLIES 


My name is Dugald Gillies and I am secretary ef Solano County Water 
Council of California. Mr. Uhl and I are appearing on behalf of the Solano 
project. This project consists of a multiple purpose dam and reservoir known 
as the Monticello Dam, a diversion dam, main distribution canal and an ir 
rigation distribution system. The project will supply a firm annual yield of 
262.000 acre-feet of water for domestic and industrial use from a 1,600,000 acre- 
foot capacity reservoir. There are incidental flood-control benefits but there 
is no public power feature. rhe total cost of the project is $47,111,000 of w hich 
only $1,132,000 is nonreimbursable. The benefit ratio is 3.8 to 1. 

The first appropriation since authorization was made for this project for 
fiscal 1950 when $100,000 was allowed for general investigation. In fiscal 1951, 
$321,000 was allowed tor preliminary plans and engineering surveys. Although 
we sought an appropriation for fiscal 1952, we were not successful because we 
needed money for construction. The project conflicted with President Truman’s 
“no new starts” policy. 

Last year, however, as you will recall, money was provided for 10 new starts 
and Solano was one of these—$3 million was allocated to this project but a 
provision was made that these funds could only be used to prepare final plans 
and specifications and not to initiate construction “until there is a determina- 
tion as to whether or not the project is to be constructed as a unit of the 
Central Valley project.” 

Committees of both Houses have conducted hearings to make that determina- 
tion—in each case the hearings have been quite comprehensive. A _ special 
combined subcommittee of the Senate Appropriations and Interior Committees 
conducted hearings in Sacramento last November and their report says: 

“It is the finding of the joint subcommittee that construction of the project 
should proceed as presently authorized and not as a unit of the CVP. It is ree- 
ommended that all actions necessary to initiate construction of the project be 
taken at once by the proper officials.” 

The House Interior Committee conducted 5 days of hearings on this subject 
and issued their report on April 1, which reads in part: 

“It is the finding of this subcommittee that construction of the Solano County 
project should proceed as authorized and not as a unit of the Central Valley proj- 
ect, and said Solano County project is hereby reauthorized in accordance with the 
revised definite plan report, Solano project, California, dated December 15, 1952.” 

Secretary McKay has very recently signed the approval for advertisement for 
bids. Thus construction will be initiated in the very near future. 

The municipal supply features of this project will provide 28,200 acre feet 
annvally for domestic and industrial us¢ Although the cities and military 
installations of our county now have an adequate supply to meet their present 
needs it has been estimated by reliable consultants that they will require a sup- 
plementary supply by as early as 1957, which is the earliest possible date on which 
water could be furnished from this project. The domestic users will include the 
cities of Vallejo, Fairfield, Suisun, serving a combined population of 90,000, 
the Travis Air Force Base and the naval establishments on Mare Island. Our 
county is an area of dynamic growth. We are a critical defense area. We 
experienced the second largest population increase in California during the 
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decade ending 1950 with a 114 percent gain. A special census of the city o 
Vallejo last October evidenced a 34 percent gain since 1950, and I was adviser 
yesterday that the preliminary count of a special census was completed in Fair 
field showing a gain of 88 percent in the last 3 years. 

A firm adequate water supply is necessary to permit the continuation of th 
expansion—and as is true in all of California, we couldn’t stop this growth if we 
wanted to. I should like to file for the record a letter from the city manager o 
Vallejo and a copy of a wire from Gov. Earl Warren to the House Interior Com 
mittee on this subject. The cities of the county which are responsible fo1 
furnishing water to the military establishments must always be prepared for 
mobilization potentials. As an indication of size, Travis Air Force Base tod 
employs approximately 1,100 civilians and has a military strength of abou 
11,000. The naval establishments on Mare Island combined employ about 16,000 
civilians and have a military strength averaging 6,000 to 7,000. The greatest 
immediate need, however, is in the agricultural field. Mr. Uhl will cover tha 
phase of our problem. 

I think it is apparent that we need this water. We are ready to buy it and 
completely repay the Federal Government for its reimbursable investment 
A countrywide district, known as the Solano County flood control and water 
conservation district, has been formed to contract for the entire firm yield of 
this project. I should like at this time to submit for the record copies of two 
resolutions adopted by the board of supervisors of our county, acting ex officio as 
the directors of the district, approving a 9-E contract as to form and specifying 
approval of the terms in that contract. I should also like to submit a telegram 
from the attorney for that district indicating the willingness of the county to 
execute that contract as soon as it has been approved by the Secretary of the 
Interior. We understand that it has been approved by the Acting Commissione1 
of Reclamation and is now being reviewed in the Interior Department. 

This contract specifies that we will buy municipal water at $15 per acre-foot 
and agricultural water at $3 per acre-foot. This will completely reimburse the 
Federal Government for its investment in 50 years with a surplus of $1,406,000 
This contract is backed up by the taxing power of the county and thus is a guar- 
anteed proposition. In fact it is patterned directly after the water agency 
formed for the Cachuma project or Santa Barbara project on the Santa Ynez 
River. 

In reviewing the appropriations bill passed by the House, we note that each 
of the other nine starts approved last year have received approval for their sec 
ond construction appropriation. Unfortunately we could not be considered in 
conjunction with them because legislative determination previously referred to 
was not made until April 1. This delay in obtaining legislative clearance ha 
added 3 months to the original construction schedule planned by the Bureau 
Since it has added only 3 months, it is obvious that the funds remaining (approxi 
mately $2,400,000) will not be adequate to maintain the planned construction 
schedule for another full year and in fact may not be adequate to obtain the 
maximum efficiency in construction. 

We are anxious to have this project completed, of course, at the earliest 
possible date because we need the water, but we are also anxious to insure 
maximum efficiency in construction in order to keep the reimbursable cost at 
the minimum. 

We ask, therefore, that you now make an appropriation for the second year’s 
construction of this project. I am unable to tell you how much that appropria- 
tion should be since I am not an engineer. I understand, however, that wit- 
nesses from the Bureau will appear before your committee during the next 
week or so and I hope that you will inquire of them what funds would be re- 
quired to permit normal progress and to obtain maximum utilization of the 
funds already provided. 

Thank you Mr. Chairman and members of the committee and if there are 
any questions I should be happy to try to answer them. 


Mr. Guiuies. Mr. Chairman and gentlemen, we have been back 
before this committee many times on this project. 

Just to brief this then I would like to say that we have received 
appropriations in prior years for general investigations and general 
engineering, and last year we were included as 1 of the 10 new starts 
authorized by this committee. However, there was an unusual situa- 
tion and a provision was made in the conference report that construc- 
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tion could not be initiated until a determination was made as to 
whether this project should be part of the Central Valley project, this 
Solano project. 


SPECIAL SUBCOMMITTEE MEETING 


So a special subcommittee representing both the Appropriations 
and Interior Committees of the Senate met in Sacramento for 2 full 
days last November. It conducted quite extensive hearings and heard 
all the local witnesses. I think there were some 28 or 29 witnesses. 
Chat committee reported: 

It is the finding of the joint subcommittee that construction of the project 
should proceed as presently authorized and not as a unit of the CVP. It is 
recommended that all actions necessary to initiate construction of the project 
be taken at once by the proper officials. 

Then the House conducted hearings on this same matter and same 
determination, and those hearings laste d for 5 day S, and the committee 
came to the same conclusion as the Senate committee. Their con- 
clusion is made a part of my statement. 

Those hearings, however, were not concluded until the 1st of April. 
Asa consequence, we were not in¢ luded in with these other nine new 
starts from last year in the appropriations considered by the House. 
Actually we appeared before the House Appropriations Committee, 
but this determination had not yet been made by Dr. Miller’s com- 
mittee on the House side. So that although each of the other nine 
new starts have received their second construction appropriation, we 
have no item before vou today. 

Very recently Secretary McKay has signed the authorization to 
call for bids on this project and construction will be initiated in the 
very near future. 

Now the project provides both municipal and agricultural water, 
9) percent agricultural and 10 percent municipal. 

Mr. Uhl, who is with me, will cover the agricultural phase of it. 


POPULATION INCREASI 


Just briefly, we areina ly namic area as far as growth is concerned 
Our county increased 114 percent between 1940 and 1950, and two 
cities have completed special censuses. The city of Vallejo last Octo- 
ber showed a 34 percent increase from 1950, and Fairfield, last week, 
showed an 88 percent increase since 1950. 

We have got to have more municipal water, and the important part 
of it is that those cities serve some very vital military installations. 
There is data in the statement on the size of those installations. While 
we do not anticipate any tremendous increases in those installations, of 
course, at this time, those cities must be prepared to meet the mobiliza- 
tion requirements of those bases. 

We are ready to buy this water, we are ready to sion the contract 
any time that the United States is prepared to simultaneously 
execute it. 

I would like to file for the record two resolutions passed by our 
hoard of supervisors approving a contract as to form. 

Senator Corvon. Without objection, they will be made a part of 
the record. 





1388 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


(The resolutions referred to follows :) 


RESOLUTION OF THE BOARD OF DtRECTORS OF SOLANO CouNTy FLoop CONTROL AND 
WATER CONSERVATION DISTRICT APPROVING CONTRACT FOR WATER SERVICE 
AS TO ForM 


Whereas the Solano County Flood Control and Water Conservation District is 
duly organized and exists under and by virtue of the laws of the State of Cali- 
fornia, and 

Whereas this district is empowered to enter into contracts with the United 
States for a water supply for agricultural, domestic, municipal, and industrial 
uses, and 

Whereas the lands and inhabitants of the county of Solano are in urgent need 
of an additional source of supply of water from the Solano project of the Bureau 
of Keclamation, and 

Whereas a proposed contract between this district and the United States for 
water service and for the operation and maintenance of certain works of the 
Solano project by said district has been considered by this board: Now, 
therefore, 

The voard of supervisors of the county of Solano, in their capacity, ex officio, 
as the board of directors end yoverning body of Solano County Flood Control and 
Water Conservation District, do hereby in regular meeting assembled this 2d day 
of March 1953, unanimously resolve as follows: 

1. That certain contract between the United States of America and this Dis 
trict entitled “Contract Between the United States and Solano County Flood Con 
trol and Water Conservation District for Water Service aud for Operation and 
Maintenance of Certain Works of the Solano Project by the Said District,’ and 
identified by the marks “Draft No. 6, Rev. Sacto., 2-28-53” be, and the same is 
hereby, approved as to form, 

2. That the secretary of this district be, and he hereby is, authorized and 
directed to certify copies of this resolution and to forward the same to the com 
missioner of reclumation and the regional director of region II of the Bureau of 
Reclamation, 

I, Lewis Morrill, county clerk of the county of Solano, State of California, and 
ex-officio clerk of the board of supervisors of Solano County anod ex-ofticio clerk 
of the Solano County Fiood Control and Water Conservation District, do hereby 
certify that the above and foregoing resolution was regularly introduced, passed, 
and adopted by the said board of supervisors as governing board of said Solano 
County Flood Control and Water Conservation District at an adjourned session 
thereof held on Wednesday, March 4, 1953, by the following vote: 

Ayes: Directors Church, Kilby, Mowers and Morrison. 

Nves: None. 

Absent: Director Goheen 

Witness wy hand and the seal of said board this 4th day of March 1953. 

[SEAL] LEWIS MORRILL, Clerk. 


RESOLUTION IN THE MATTER OF A CONTRACT WITH THE UNITED STATES FOR WATER 
I’roM SOLANO PROJECT 


Whereas the Solano County Flood Control and Water Conservation District 
is duly organized and exists under and by virtue of the laws of the State of Cali- 
fornia, and 

Whereas this district is empowered to enter into contracts with the United 
States for water supply for agricultural, domestic, municipal, and industrial uses, 
and 

Whereas the lands and inhabitants of the county of Solano are in urgent need 
of an additional source of supply of water from the Solano project of the Bureau 
of Reclamation, and 

Whereas this bourd has heretofore, by resolution duly adopted on November 28, 
1951, declared its intention forthwith to enter into negotiations with the Bureau 
of Reclamation for a contract for water service from the Solano project, and 
did thereupon authorize its officers, attorneys, and engineers to proceed with 
such negotiations, and 

Whereas this board has heretofore, by resolution duly adopted on May 23, 
1952, declared its willingness to pay for water furnished from the Solano project 
a price based upon $3 per acre-foot of water for agricultural uses and $15 per 
acre-foot of water for domestic, municipal, and industrial uses, and 
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Whereas pursuant to said negotiations three complete drafts of a proposed 
contract between this district and the United States have been prepared by rep- 
resentatives of this district and the Bureau of Reclamation, and the latest of said 
drafts of proposed contract is now under consideration by this board, and 

Whereas it is reasonably to be expected that a proposed contract will be finally 
drafted and approved as to form by this district and by the United States 
within 120 days, and that all the requirements of the California and Federal 
laws can be met and complied with and such contract duly executed by the par- 
ties thereto long before the completion of construction of the Solano project and 
commencement of delivery of water therefrom: Now, therefore, The board of 
supervisors of the county of Solano, in their capacity, ex officio, as the board of 
directors and governing body of Solano County Flood Control and Water Conser- 
vation District, do hereby in regular meeting assembled this 5th day of January 
1958, unanimously resolve, That this board does hereby reaffirm its willingness 
and intention to enter into a contract with the United States pursuant to the 
Federal reclamation laws and on the general terms hereinabove set forth 
whereby the United States shall furnish to this district and this district accept 
from the United States and pay for all of the water produced from the Solano 
project which can be made available for the use of the member units of this dis- 
trict; and be it further 

Resolved, That certified copies of this resolution be forwarded to the commis- 
sioner of reclamation and the regional director of region II of the Bureau of 
Reclamation. 

I, Lewis Morrill, county clerk of the county of Solano, State of California, and 
ex officio clerk of the board of supervisors of Solano County and ex officio clerk 
of the Solano County Flood Control and Water Conservation District, do hereby 
certify that the above and foregoing resolution was regularly introduced, passed, 
and adopted by the said board of supervisors as governing board of said Solano 
County Flood Control and Water Conservation District at a regular meeting 
thereof held on Monday, January 5, 1953, by the following vote: 

Ayes: Directors Church, Goheen, Kilby, Mowers, and Morrison. 

Noes: None. 

Absent: None. 

Witness my hand and the seal of said board this 5th day of January 1953. 


[SEAL] Lewis Moraitt, Clerk. 











































REVIEW OF CONTRACT BY INTERIOR DEPARTMENT 








Mr. Gituies. And that contract has been approved by the acting 
commissioner of reclamation and is now in the Interior Department 
being reviewed. As soon as it has been approved by the Interior 
Department, we are prepared to execute it. It provides that we will 
purchase the entire firm yield of this project, paying $15 for mu- 
nicipal water and $3 per acre-foot for agricultural water. On that 
basis, backed up by the taxing power of our county, formed into a 
special district similar to the Santa Barbara setup, we will com- 
pletely repay the reimbursable features of this project, that is all 
but $1,100,000 for flood control, in 50 years with a surplus of over 
$1,400,000. 

There is no public power in this project at all. We do not want 
any part of it, and we do not have any part of it. There is no power 
feature. 

The thing that concerns us is that this appropriation made last 
year of $3 million for this project for construction can be spent, of 
course, and will be spent in fiscal 1954 because this delay occurred 
in the legislative determination. But it would only set the schedule 
back 3 months, and obviously since it only sets the schedule back 3 
months, those funds will not be adequate to cover a normal con- 
struction program for a complete year, complete fiscal year 1954 
There is a possibility that we might have a less efficient construction 
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program because they might have to stretch this work out over a lor 
period of time. 

So, since we are anxious not only to have the project completed 
as quickly as possible because we aan the water as quickly as pos 
sible—and Mr. Uhl will cover that more thoroughly—but also fron 
a standpoint of efficiency and economy of construction, we would 
like to request another appropriation item this year. I am in n 
position to tell you how much that item should be, but I understand 
that the Bureau witnesses will follow, and I am sure if the committe 
wished them to develop that phase of the subject they could advise 
you what would make an economical and efficient program for fisea 
1954. 

If there are any questions, Senator, I would be very happy to answer 
them. 

Senator Corpon. I think, unless Senator Hayden has some ques 
tions, the committee is fully advised. We have been through the 
matter three or four times. 

Mr. Giuiies. May I also file for the record a copy of a wire fron 
Governor Warren, a seine of a letter from the city manager of the 
city of Vallejo, and a telegram from the attorney for the conservation 
district indicating intention to sign the contract ? 

Senator Corvon. Yes; they will be made a part of the record. 
(The documents referred to follow :) 


















Ciry oF VALLEJO, 
Vallejo, Calif., May 8, 19538 









Mr. DuGaALp GILLIES, 
Executive Vice President and Manager, Vallejo Chamber of Commerce, 
Vallejo, Calif. 

Dear Mr. Gruuies: The city of Vallejo is now completing a new transmission 
line and treatment plant for the transmitting and treating of water from Cache 
Slough, a tributary of the Sacramento River, for a domestic water supply. This 
system, when completed, is designed to give an interim supply of domestic water 
to the Travis Air Force Base and the cities of Fairfield and Suisun, under 
contract. 

Despite the addition of this source of supply to the available domestic water in 
Solano County, reliable consultants show a deficiency by 1960 in the domestic sup 
ply for the Solano County area. The city of Vallejo, needless to say, could not 
finance a system of the magnitude required to furnish necessary domestic waters 
to the area, and the Cache supply, as developed, is limited (1) by our economic 
situation for financing purposes; and, (2) the amount of water available from 
the source we have put to use. 

The tremendous growth in population in this county, as well as projected popu 
lation curves, point up the fact that additional domestic water in large quantities 
must be made available in the near future to properly service the municipalities 
and governmental installations in Solano County. As the needs of the city of 
Vallejo grow, less water will be available from our present system to service areas 
such as Travis Air Force Base and the cities in the vicinity. 

Our construction project has been planned so that it can be used for Solano 
project water when it is available, and the availability of Solano projeet water 
in the future has been the basis for our engineering studies and construction 
program. 

The city of Vallejo again urges that the Solano project be constructed at the 
earliest possible date. 

Yours very truly, 




















ALFRED L. WANGER, City Manager. 
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Hon. Westey D’E wart, 
Assistant Chairman, Subcommittee on Irrigation and Reclamation, 


House of Representatives, Washington, D. C.: 


Since dispatching my telegram to you last Wednesday I understand that a 
question has been raised concerning the urgency of the requirements to construct 
the Solano County project or so-called Monticello Dam, this question being based 
on the fact that pending completion of the project the city of Vallejo has installed 
facilities to take its water supply from the Sacramento River at Cache Slough 
While it is true that this installation has been made, the Reclamation Bureau 
contends the city of Vallejo has no firm rights to the water it will take from this 
source, and is under sufferance to use the water only until it is required by others 
with prior rights. In my opinion the steps that were taken by Vallejo to protect 
the life of the community only underscore the necessity for the earliest possible 
completion of the Solano County project, and I am hopeful that your committee 
will so find. As stated in my telegram of March 25 the position of the State of 
California as set forth in my letter of April 8, 1948, to the Honorable Robert F 
Rockwell has not been changed by anything that has since occurred As a matter 
of fact the unceasing growth of their population and the growing need to conserve 
all our water resources without any unnecessary delay is additional substantia 
tion that the position then taken is still sound. 

Ear WARREN, Governor 


RicHMOND, Cauir., May 12, 1958 
DuUGALD GILLIES, 
Washington Hotel, Washington, D. C 


As attorney for Board of Directors of Solano County Flood Control and Water 
Conservation District, I am authorized to state that said board of directors has 
approved as to Form A 9 (E) contract with United States for water service 
from Solano project. By such approval said board has expressed its willingness 
and intentions which it now reaffirms that it will execute such contract forthwith 
if said contract can be simultaneously executed on behalf of United States. 
Kindly bring the foregoing to attention of Interior Subcommittee of Senate 
Appropriations Committee at hearing to be held May 13 

THOMAS M, CARLSON 


STATEMENT OF E. H. UHL, SOLANO COUNTY 


PREPARED STATEMENT 


Senator Cornon. Now, Mr. Uhl, your statement will be made a part 
of the record at this time, and if you will highlight it. 
(The statement referred to follows:) 


Mr. Chairman and members of the committee, E. H. Uhl is my name. My 
occupation is farming and is quite diversified. This enterprise has been car 
ried on in the central portion of Solano County, where the water is to be served, 
for the past 33 years. However, my entire life has been devoted to agriculture 
in this county except for a period of some 6 years while attending the University 
of California and overseas in World War I. I am familiar with the water prob 
lems of my county. This agriculture experience has been applied with various 
crops with and without irrigation 

In 1988, leading farmers and businessmen of Solano County became concerned 
about our water problem. They formed an organization known as the Solano 
County Water Council which was authorized by the board of supervisors of 
Solano County to solve our water needs. Fifteen years ago our No. 1 concern, 
even to maintain our status quo, was water. As the Second World War came on, 
our population more than doubled and the farmers began drilling deeper and 
many more wells. The situation became progressively more acute, and in March 
1948, the farmers voted 11 to 1 to form an irrigation district. This overwhelm 
ing favorable vote was in reality then made because their need for water 
years ago was already critical 
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Our first hearing before the Committee on Public Lands, House of Repr« 
sentatives, 80th Congress, was held just 1 month after the farmers obtained their 
11 to 1 vote—namely April 1948. At that hearing 5 years ago, the late Fred 
Chadbourne made the following statement: “ I was born in Suisun Valley. My 
father was a pioneer farmer in the valley. I am, at present, engaged in fruit 
culture and beef production. 

“When I built my first home about 1910, the water level in my house well was 
10 feet from the surface. Today it is 60 feet from the surface. About 1915, the 
first irrigation well was put down. The first centrifugal pumps were placed 
on the surface. Then the water table began to fall. We soon had to dig pits 
to lower our pumps with the lowering of the water table. 

“The next step was the abandonment of the centrifugal pump and installing of 
deep-well turbine pumps. From year to year thereafter, we have had to deepen 
our wells and lower the turbines. Our water supply has decreased to such an 
extent that even with the deepest pump usable, we have but a small portion of 
the water that is necessary. We are limited as to the depth of our wells in 
this valley, because if we go too deep’, we strike salt water or boron, which will 
kill our trees. 1, myself, brought in two wells 300 feet deep. The water from 
both of these has a boron content which is the maximum that trees will tolerate 
Other wells in the valley have had the same result. Our water supply in the 
valley, under the present conditions, will not be sufficient to maintain our 
orchards. 

“Years ago, there was a considerable acreage of sugar beets raised in the 
Suisan Valley, which culture was abandoned for lack of water. This operation 
would be resumed if water were available. 

“Practically all of the valley suitable to fruit culture is now planted, and 
Iam certain there will be no increased acreage. 

“However, it is important to protegt the heavy investment now in. Fruit 
culture in this valley is impossible without an adequate supply water. 

“Owing to the high capital cost of a well and pump and to the high cost of 
pumping, together with the extra labor costs of applying the water to the soil, 
it is absolutely necessary to have a gravity system of water such as proposed 
by this project. In addition to these facts, we frequently have to bore a number 
of wells in our particular area before getting one that will supply any water at 
all.” 

Now, my own experience is quite similar. On 200 acres of orchard where 
I live at Vacaville, the cost of applying a small stream of well water was found 
t» be prohibitive and was abandoned in 1947. The labor cost alone was $26 
per acre. As the pumping stream became smaller the factor of labor cost in 
distributing the water on the soil pyramided. The reason for this was the 
greatly reduced volume of water and the fact that a man’s time was required 
to watch the water regardless of the volume. Whereas the orchard irrigation 
was abandoned, and the production thereby diminished, on another parcel of 
200 acres of permanent pasture, out of a gravity ditch, which I farm and which 
is in an irrigation district 20 miles east of the orchard, the cost is 50 percent 
per acre for the labor application of water to the soil. In one case it amounts 
to red ink on class 1 land in most years, and in the other case, because of an 
abundance of water even though it is applied to class 2 land, it is profitable 
every year. 

Though the project has been authorized, as you know, I cite these facts to 
emphasize the urgent need for its completion at the earliest possible date. 

These experiences and many others only serve to illustrate the need for this 
water supply. An appropriation this year is necessary to maintain an efficient, 
economical construction schedule and to permit water service to Solano County 
in 1947. Failure to maintain this schedule would not only further lower and 
diminish our ground water supply, but can mean actually forcing more land 
out of production or reverting it to winter pasture or dry farming. 

This project is unique and stands alone in the entire West because, without 
power revenue and with approximately 90 percent of water sales for irrigation 
purposes, leaving about 10 percent of water sales for cities, it can pay out in the 
prescribed time set by law. Please bear in mind that 5 years ago the farmers 
of Solano County fully realized these facts when they voted 11 to 1 to form an 
irrigation district knowing then that there was only one source for water. 

As a representative of some 1,500 farmers in Solano County, who will purchase 
approximately 200,000 acre-feet of water annually, I beg of you to proceed each 
year with the required amount of money so this Solano project will be completed 
on a schedule of 4 years of total construction time. 
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Mr. Unvt. My name is E. H. Uhl. My occupation is farming, and 
it is very diversified. I have lived in the area my entire life. I am 
very familiar with the water problems there, and these crops that 
are grown through these years have been with and without water. 


SOLANO COUNTY WATER COUNCIL 


I might give this background: In 1938 the board of supervisors of 
Solano County formed what is now called the Solano County Wat 
Council to determine the water needs and where the source would bi 
for the future use. 

At that time, 15 years ago, they were in trouble to even maintain 
the status quo, as water was required. 

As the Second World War came along, the population more than 
doubled in the entire aanee ond the farmers put down many more 
wells and much deeper. The situation became progressively worse, 
and in March of 1948 the farmers of the district voted 11 to 1 to form 
an irrigation district, and they then knew at that time what they were 
up against for water 

Our first hearing was held in the Public Lands Committee, House 
of Representatives, 80th Congress, just 1 month later, April 1948. 


EXPERIMENTAL IRRIGATION 


I might just name a little bit of the statement made by the late 
Mr. Chadbourne. He was a pioneer of the area, his father a pioneer 
earlier. He was a very efficient fruit grower and beef man. His 
experience has been something of this nature: By trying to obtain 
water as the years became more pressing for water, he had to more or 
less abandon wells because of obtaining boron or salt which was not 
tolerant to the trees. That experience is just one of many in the 
Suisun-F airfield area where there are some 12,000 acres of very fine 
orchards. 

In my own area the situation is very similar. On 200 acres of or- 
chard, I abandoned irrigation in 1947. The cost was prohibitive— 
$26 per acre. Because of a small stream, the cost of labor alone was 
prohibitive. And, on the other hand, on another portion of my land 
in another part of the county 20 miles east of my orchard, and in 
another irrigation district, 1 also farmed 200 acres of permanent 
pasture. The water for my large supply cost me less than 50 cents 
per acre for the application. 

Incidentally, the class one land where the orchard is shows red 
ink more than it shows black ink. On the contrary, the class three 
land, where the permanent pasture is, with an abundance of water, 
shows a profit every year. 


URGENT NEED FOR COMPLETION 


The project has been authorized, as you know. I simply cite these 
facts to emphasize the urgent need for its completion at the earliest 
possible date. 

These experiences and many others only serve to illustrate the 
need for this water. An appropriation this year is necessary to 
maintain an efficient economical construction schedule and to permit 
the water service to the county by 1957. 
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Failure to maintain this schedule would not only further lower and 
diminish the underground water but could actus lly mean forcing more 
land out of production and diverting it to winter pasture or dry 
farming. 

This “project is unique, stands alone in the entire West, because 
without power revenue and approximately 90 percent of the water 

sales for irrigation, leaving only 10 percent of the water for cities, 
it can pay out in the time set by law. 

Please bear in mind that 5 years ago farmers of Solano County 
realized this when they voted 11 to 1 and formed an irrigation dis 
trict, and they knew then there was only 1 source of water, there was 
no alternate. 

{ am representing approximately 1,500 farmers in the area who 
would use approxim: ately 200,000 acre feet annually. So I beg of you 
to proceed each year with the required amount of money so this 
project could be completed on schedule, and we would then have our 
problem solved. 

GOVERNMENT BENEFITS 


In closing I simply state this: That in addition to paying out in 
50 years, it is my honest belief—and I have made some study of it 
and I am fairly conservative—that the direct and indirect benefits 
would pay approximately $10 million extra a year, which in turn in 
50 years is $500 million. At least a hundred million of that, on our 
present tax ideas, would be forthcoming to the U nited States 
Government. 

Thank you. 

Senator Corpon. Thank you very much, Mr. Uhl. You may rest 
assured the committee will give consideration to your request. 

Mr. Unt. Thank you, sir. 

Senator Corpon. The committee will stand in recess until 2:00. 

(Whereupon, at 12: 30 p. m. the committee recessed until 2: 00 p. n 


AFTERNOON SESSION 


Senator Corvon. The committee will come to order. 

Senator Jackson, we understand you would like to make a statement 
for the record with respect to the Columbia Basin and the Kennewick 
unit of the Yakima project. 


BONNEVILLE POWER ADMINISTRATION 


STATEMENT OF HON. HENRY M. JACKSON, UNITED STATES 
SENATOR FROM THE STATE OF WASHINGTON 


PREPARED STATEMENT 


Senator Jackson. Yes, sir, and also a statement in connection with 
the items in the Bonneville appropriation and Alaska Salmon Fish- 
eries. Rather than taking up a lot of the committee’s time, I could 
just summarize very briefly. 

Senator Corpon. Do you have a prepared statement ? 

Senator Jackson. Yes. I will submit the statements for the record, 
Mr. Chairman. 
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Senator Corpon. All right. 
(The statements referred to follow :) 


STATEMENT oF SENATOR HENRY M. Jackson (DEMOCRAT, WASHINGTON ) 
BONNEVILLE POWER ADMINISTRATION’S 1954 BUDGET 


Over 60 percent of the electric energy used in the States of Washington, 
Oregon, northern Idaho and western Montana last year was generated at Bonne- 
ville, Grand Coulee and Hungry Horse Dams. Power is carried from these 
great generating plants to the cities, towns and farms of the Pacific Northwest 
over the largest high-voltage network in the United States. The dams and the 
transmission network are the property of the Federal Government and are op- 
erated by the United States Army Corps of Engineers, the Bureau of Reclamation 
and the Bonneville Power Administration. The transmission network was built 
and is now being extended by the Bonneville Administration so that when power 
becomes available from the generators now being installed at McNary, Detroit, 
Big Cliff, Lookout Point, Dexter and Chief Joseph Dams, it can be delivered to 
the load centers of the region and the revenues from the sale of the power can 
be collected to reimburse the Government for the cost of facilities. In 1953, 
the Congress appropriated to the Bonneville Power Administration $66,523,400 
for construction of new transmission lines and substations, and $6,600,000 for 
the operation and maintenance of the system. This year, Bonneville Power 
Administration, in its revised budget approved by the Bureau of the Budget and 
the Department of the Interior, is requesting $47,200,000 for construction and 
$7,100,000 for operation and maintenance of this transmission system. In rec 
ommending the $6,600,000 for operation and maintenance which was approved by 
the Congress for the fiscal year 1953, the House Appropriations Committee stated : 

“The budget request of $6,600,000 has been approved for this item This is 
an increase of $991,561 over the current year appropriation and is considered 
by the committee to be the minimum necessary for maintenance of the addi 
tional transmission lines and facilities which will be completed during the year 
and for marketing the additional power which will become available.” 

During the fiscal vear 1954, the Administration will have to operate and 
maintain 6,085 circuit miles of transmission lines as compared with 5.321 miles 
in 1958, an inerease of 14 percent. In 1954, the Administration will have to 
operate and maintain 154 substations, an increase of 10 percent over the 140 
substations operated and maintained in fiseal 1953. In addition to the in 
creased number of substations, more equipment has been installed in existing 
substations so that in 1954 the Administration will be operating and maintaining 
6,084,000 kilovolt-amperes of substation capacity, an increase of 18 percent over 
the 5.098.134 kilovolt-amperes of substation capacity operated and maintained 
in 1953. 

Although the Congress appropriated $6,600,000 to the Administration for their 
1953 operation and maintenance, delays in the manufacture and delivery of 
communication equipment, together with some increase in efficiency of opera 
tion, made it possible for the Administration to return to the Treasury this 
vear $200,000 of unused operation and maintenance funds. As compared with 
the net requirement of $6,400,000 for operation and maintenance this year, 
they are requesting $7,100,000 for operation and maintenance in 1954, an 
increase of 11 percent. This increase compares with a 14 percent increase in 
circuit miles of line, a 10 percent increase in the number of substations, and 
an 18 percent increase in the capacity of the substations operated and main 
tained by the Bonneville Power Administration 

A reduction in the operation and maintenance budget of the Administration 
below its revised request of $7,100,000 will result in a lower grade of electrical 
service to the people of the Pacific Northwest region. Some 74 publicly owned 
utilities and 10 privately owned utilities, which get all or part of their power 
supply from the Bonneville Power Administration and are interconnected with 
the Administration’s backbone grid system. serve the region. If the Adminis 
tration does not have funds to hire the required number of maintenance crews 
or to keep the required number of substation operators on the job, there are 
bonnd to he more transmission line and substation failures which will result 
in interruntions to the region's power supply 

I do not need to tell you that an interruption to the power supply of 
a community is a very serious matter. Electricity long ago ceased to be a 
luxury and became a necessity—I might say a vital necessity—to the existence 
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of people in urban communities and it is only slightly less vital today to th. 
people on farms and in rural areas. When we flip the switch on the wall 
we expect to see a light goon. When we store perishable food in our refrigerators 
and freezers, we expect electricity to maintain low temperatures and preserv: 
the food. The poultry farmer, when he places eggs in the electric incubator, 
expects a continuous supply of electricity to provide an even temperature 
which will hatch the eggs into chicks. The farmer, dependent upon sprinkler 
irrigation to provide moisture for his crops, expects the electricity to be 
available when he throws the switch to pump water onto the land. If, 
because this Congrees makes unwise reductions in the funds available for 
operating and maintaining the Bonneville Power Administration’s backbone 
high-voltage transmission grid in the Northwest, power is not available for the 
thousand and one uses made of it in the Northwest, our people will suffer 
serious financial losses. The point I want to make is that the people in Oregon, 
Washington, Idaho, and Montana are dependent upon this system to provide 
them with a continuous power supply of the same grade enjoyed by the people 
elsewhere in the United States. I should also like to remind you that they 
are paying for a decent grade of service when they pay for power generated 
at the Federal plants and brought to them over the Federal transmission grid 
This is not a giveaway program. The Bonneville Power Administration sells 
power at rates which return to the Federal Government every cent appropriated 
for the operation and maintenance of the dams, transmission lines, and sub 
stations. These rates also return to the Federal Government interest and 
depreciation on the Federal investment. On top of all that, the rates paid 
by the people for Columbia River power are returning a growing net surplus 
to the Federal Treasury—repaying the Federal Government’s investment in 
power facilities in the Northwest more rapidly than required by law. By June 
30, 1952, more than $80 million of the Federal Government's investment had 
been repaid by the people of the Northwest, in addition to meeting all other 
costs of operating and maintaining this system. To reduce the grade of service 
to these people who are paying the full cost of providing such service and 
more would be a serious breach of faith between the Federal Government and 
the people of the Pacific Northwest who are its customers. 

The major construction expenditures for which funds are requested by the 
Bonneville Power Administration in fiscal year 1954 involve new transmission 
lines and substations to bring power to the load centers from new dams now 
nearing completion in the region. The action of the House of Representatives 
in reducing the appropriations for these construction projects will seriously 
restrict the ability of the Bonneville Power Administration to bring power from 
the new dams to the load centers of the region. The facilities for delivery of 
power to the distributing agencies, both publicly and privately owned, which in 
turn deliver the power to the individual consumers will also be inadequate if 
construction funds are curtailed. If the facilities for which fiscal year 1954 
funds are requested are not completed on time, part of the existing investment 
of the Federal Government in transmission lines and substations will be placed 
in jeopardy because it will be forced to carry loads far in excess of its designed 
capacity. 

A typical situation exists in the Puget Sound area of Washington. Power will 
be delivered into this area by high-voltage transmission lines running from 
Grand Coulee and Chief Joseph Dams to the Bonneville Power Administration’s 
Snohomish substation. From here it must be taken north, south, and west to 
the load centers. Existing facilities will be adequate for the year 1954 to move 
the power north to Bellingham and south to Seattle and Tacoma and west across 
the Puget Sound. However, loads in 1954 on the Olympic Peninsula will exceed 
the capability of existing facilities to deliver the electric energy into the penin- 
sula. In 1950, the Bonneville Power Administration analyzed this problem of 
increasing power supply to the peninsula and, after careful engineering studies, 
concluded that about $4,100,000 could be saved by building a 230-kilovolt cable 
across the Puget Sound to connect the Bremerton area, where the United States 
has a large naval installation, with the Snohomish substation. To reach this 
area by building overland transmission lines would require going south around 
the far end of the Puget Sound and then back north up the peninsula. While 
the proposed 230,000-volt cable was at that time of higher voltage than any that 
had been constructed in the United States, careful engineering tests have con 
clusively proved that it is feasible. All of the design work has been completed 
for this cable and it is planned to let bids for its manufacture before the end of 
fiscal year 1953. The House has denied the 1954 appropriation to complete this 
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connecting transmission link. Unless the Senate restores these funds, the people 
on the Olympic Peninsula will have insufficient power to meet their needs in 1955 
No alternative method of meeting the power needs of the people on the peninsula 
is now possible because there is not enough time remaining to construct the more 
expensive alternative facilities. An attempt to carry the power requirements 
of the peninsula through existing facilities would result in disastrous overload 
on the Administration’s Olympia substation. 

The so-called tricity area in southcentral Washington is perhaps the most 
rapidly growing population center in the State. This area includes the cities 
of Pasco, Kennewick, and Richland, where the workers in the Atomic Energy 
Commission’s Hanford plutonium works live. Electrical loads of the power dis 
tributors serving the people in this area have been growing rapidly and will 
shortly exceed the capacity of the existing 115-kilovolt system serving the 
area. To remedy this situation, the Administration included in its 1954 budget 
a request for funds to install at McNary Dam a bank of transformers to provide 
a new 115-kilovolt source of power for this area. This is the most economical 
method of increasing the power supply because an existing 115-kilovolt line 
runs from the center of the power-deficient area to McNary Dam to provide 
construction power for the dam. The installation of the transformers at Me- 
Nary will reverse the flow of power on this line and provide additional 115 
kilovolt power at Franklin Substation from where it can be distributed to the 
people in the towns of Richland, Kennewick, and Pasco. The House of Repre 
sentatives has eliminated funds for the purchase and installation of these trans 
formers. This action, if not corrected by the Senate, will result in seriously 
overloading existing facilities, or, in the alternative, power will have to be 
curtailed in this rapidly growing area. 

A little east of Spokane, Wash., the Vera irrigation district and the Inland 
Empire Electric Cooperative receive power for the needs of their customers 
from the Bonneville Power Administration’s Valley Way Substation. The 
Washington Water Power Co. also has a point of interconnection at this 
substation. Both the cooperative and the irrigation district are serving more 
customers as the rural communities they serve grow. As a result, the existing 
transformer in the substation will not be large enough to handle the loads 
imposed upon it in 1954 and additional transformer capacity must be provided 
Bonneville Power Administration's 1954 budget request asked for funds to 
install an additional transformer at Valley Way Substation. The House has 
rejected this request for funds. Unless funds are appropriated for these con 
struction projects by this Congress the projects will not be built in time to 
market the power from the new dams or to meet the power loads of the region 
Even if private capital stood ready to do this construction and there is not 
a shred of evidence that it does, only the Bonneville Power Administration can 
complete these projects in time to meet the needs. 


RozA POWERPLANT 


The proposed construction of the Roza powerplant on the Yakima project, 
that was disallowed in House Report 314, is to utilize an irrigation canal drop 
as a power source for the economic purpose of financially assisting the irrigation 
development of this area. For this and the following reasons I request that 
this powerplant be restored to the program. 

The development of this powerplant has long been planned and at the time 
of the original installations for irrigation, canal capacity was provided to furnish 
water for both irrigation and power. This development was made at a cost to 
the Government of $1 million. 

This powerplant when completed will produce an estimated average of 
77,320,000 kilowatt-hours a year. Nearly half of this energy will be utilized 
by the irrigation pumping load in the Roza division of the project leaving the 
remaining kilowatt-hours for sale as nonfirm energy. 

The development of this power potential will add an estimated cost of 
$2,677,000 to the division development. Including this last cost, the total project 
cost allocated to irrigation is estimated to be $24,357,400. Of this amount, the 
estimated repayment ability of the water users and other water beneficiaries 
during a 50-year period will amount to $18,713,462 leaving $5,643,938 to be re 
payed in some other manner. The power development would provide the addi- 
tional source of revenues for total project repayment. 
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Assuming that 2.75 mills per kilowatt-hour is paid for project irrigation pump 
ing energy and 2.5 mills for the nonfirm energy sales, sufficient revenues will 
be assured to repay all costs of the power installation and those other costs 
which the water users will be unable to pay. 

If this powerplant is not constructed to utilize the existing power potential 
and make possible power for irrigation requirements, project pumping energy 
will have to be purchased from other sources. If the prevailing irrigation 
pumping rate for power from other sources continues throughout the payout 
period of the project, an additional $700,000 will be paid by the water users 
for energy. Also there will be an investment allocation to irrigation of approxi 
mately $3 million which cannot reasonably be repaid by the water users or by 
other income of the project. 

It appears evident that failure to construct the Roza powerplant will not only 
waste an existing power potential, but will result in an overall project deficit 
to the Government of approximately $3,700,000. 





3UREAU OF RECLAMATION 




































CONSTRUCTION 





AND REHABILITATION, YAKIMA-KENNEWICK DIVISION, WASHINGTON 





Fiscal year 1954 program based on House allowance 
Fiscal year 1954 new funds, $3,500,000 


Fiscal year 1954 obligations, $3,500,000 






The fiscal year 1954 program to be financed with the $3,500,000 allowed by 
House action consists largely of the continuation of work on project features 
started in the preceding fiscal year. Construction of the lower section of the 
Chandler Canal, division No. 1 of the main canal, and Kiona wasteways will 
continue. Construction of the second division of the main canal will be initiated 
during the fiscal year. Erection of the Chandler power and pumping plant struc 
ture and appurtenant facilities will be started. Major equipment for these 
features was put under contract in fiscal year 1953. Preconstruction activity 
will be started on the Prosser diversion dam and headworks and the upper 
section of the Chandler Canal (including fish-screen structure) and the remain- 
ing divisions of the main canal. Observation wells will be installed over the 
division during this year for the collection of ground-water data prior to irriga 
tion. Partial payments will be made on large supply contracts entered into 
last year. 





BUREAU OF RECLAMATION 
CONSTRUCTION AND REHABILITATION, COLUMBIA BASIN PROJECT, WASHINGTON 
Fiscal year program based on House allowance 
Fiscal year 1954 new funds, $20,400,000 
Fiscal year 1954 obligation program, $20,550,000 


ihe fiscal year 1954 program based on the House allowance of $20,400,000 of 
new funds and $150,000 of prior year unobligated balance provides for continuing 
construction on practically all the uncompleted features of the Columbia Basin 
project. River channel improvement work and interior finish work in the dam, 
powerhouses, and pumping plant will continue. Structural modifications isolat- 
ing the dam, powerhouses, and pumping plant will be under way as will construe- 
tion completion in the town and on the service facilities at Coulee Dam. The 
latter activity includes the program for slope stabilization and ground cover 
\ 287-kilovolt autotransformer bank is to be installed in the right switchyard. 
Irrigation works, either complete or under construction by the end of the year, 
will extend to the fifth section of the west and east low canals and through the 
Eltopia branch of the Potholes east canal. Right-of-way around the shore lines 
of Moses Lake and along the alinement of the Esquatzel wasteway will be pur 
chased Laterals and related facilities serving 56,000 acres of 1954 lands will 
be completed during the fiscal year and initial irrigation of these blocks will 
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commence in the spring of 1954. Contracts will be under way or commencing on 
facilities for 1955 acreages and work on facilitieS’ sérving the 1956 acreages will 
be started. Operating headquarters, ditchriders’ and pump operators’ housing 
in the isolated areas of the project will be constructed, and necessary equipment 
and temporary construction facilities will be provided. The settlement land 
purchase and project-development programs will continue and will include plan 
ning new towns. Cooperative undertakings with the State college and other 
Government agencies will be carried on. Priming, puddling, and testing and 
necessary deferred or supplemental construction on completed works will con 
tinue and will include a contract for blanketing a portion of the fourth section 
of the west canal. 

The House committee has denied funds to take care of the power needs of 
such customers as the Pacific County PUD in Washington. In this instance a 
115-kilovolt service is needed to take power from BPA’s backbone grid to the 
customers’ load area. Provision for such service is consistent with the service 
policy of the Administration and has been so provided for all of its customers. 
Unless funds for the 115-kilovolt line are provided these people will not have 
enough power for their needs. Examples of other such action by the House 
are the Valley Way Substation in Washington and the Tillamook Service in 
Oregon and the Idaho Panhandle in Idaho and Montana as well as the Columbia 
Falls Substation in Montana. 


FISHERY RESOURCES OF ALASKA 


Alaska’s sea fisheries currently are her most valuable asset. They are the 
basis for her most important industry, the greatest field of employment for her 
citizens, and the chief source of her tax revenue. The wealth of the Territory 
and the welfare of her citizens parallel exactly the success or failure of fishing. 

The marine resources of Alaska which have been subjected to commercial 
utilization include some 25 species of fish and shellfish, as well as several marine 
mammals. Salmon have contributed substantially to the annual fishery harvest 
for more than 80 years, and halibut for about 60 years. Herring, clams, crabs, 
shrimp, cod, flounders, lincod, sablefish, rockfish, sharks, skates, and trout have 
had a more varied record. 

The salmon fishery probably is best known for it yields two-thirds of the 
world’s entire production of canned salmon. Few of the world’s fisheries ex 
ceed this one in productivity and value, and none has shown such remarkable 
growth. Salmon-canning operations were inconsequential until about 1885, but 
after that there was a steady increase until 1918, when 135 plants packed more 
than 6,500,000 cases, representing more than 100 million salmon. The produc- 
tion of 1918 has been exceeded only six times, although there have been many 
technological improvements both in fishing and canning methods. Nearly every 
year since 1918 has seen this resource fully utilized, and the average annual 
production of canned salmon has been 5% million cases. 

The salmon runs of the Territory have been extremely productive during most 
of the 28 years since enactment of the White fishery law for the conservation of 
the commercial fisheries of Alaska. From 1980 to 1943 the total salmon catch 
ranged from 73 million fish to 129 million fish, and the pack never fell belo 
5 million cases. In one year, 1936, the pack reached a total of 8,437,000 cases 
Which stands as an all-time record of production. In 1934 the second largest pack 
in the history of the industry was produced, totaling 7,481,000 cases. In the 
years since 1948, however, the catch has been between 45 million and 78 mi 
salmon, and the pack bas been less than 5 million cases in each year. The } 
of 1950 fell to 3,307,000 cases, the second lowest since full development of 
fishery, and production in 1951 and 1952 was only slightly better 

The decline in the salmon runs first became evident in the war years 
unchecked for two reasons: (1) The urgent need for maximum pr 
canned salmon for military requirements, and (2) ineffectual status of 
servation agency charged with management of the Alaska fisheries as a result 
of surrendering virtually all trained personnel and patrol equipment to the mili 
tary forces. At the close of the war, however, remedial measures were promptly 
instituted. These included curtailed fishing seasons, increased weekly clos 
periods, and enlarged closed areas. These controls were all directed 
reserving salmon in sufficient numbers so that over the years there \ 


sreatest return. In this respect, the salmon resource is very much like 
cultural crop: we must plant if we are to have a harvest. 
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In addition to more rigid regulation of fishing, steps were taken to reestabli 
a staff of trained fisheries men in the Territory and replace 
vessels, small craft, and airplanes obtained from military su 
been placed on enforcement of the fishery laws and r 
tion between operators of salmon canneries and the ! 
to fishermen have provided incentive for serious violations. Techniques hay, 
been developed for rapid seining, for fishing in closed areas and closed seaso 
when air patrol is impossible, as at night and during inclement weather, and it 
common practice for violators to spot and broadcast the movements of patro 
aircraft and vessels, 

With funds made available during the current fiscal year from 
Pribilof Islands fur-sea] industry, a n 
strengthened. This comprises the st 


and modernize pa 
rplus. Emphasis } 
egulations, but keen compet 
resulting high prices offer 


profits of t 

ethod of preven‘ative enforcement is bei; 
ationing of stream guards at the mouths « 
important spawning streams to prevent illegal fishing in closed areas around th. 
stream mouths where salmon are especially vulaerable to capture. In 1947 th. 
number of such temporary seasonal employees was 33, 


as compared with more 
than 200 in 1932. By 1952 the number of stream guards had been increased to 
118, and, with about $200,000 from Pribilof proceeds, it is expected that this figure 


will be almost doubled in 1953. 

Although not reflected in the production figures. progress has been made in 
restoration of the salmon runs. These fish have a 2- to 5 year life cycle an 
results are not immediately evident. There have been improved escapement 
some species and in some loéalities and the outlook, especially with ine reased 
protection, is bright. 

The salmon and other fisheries of the Territory 
changing, and the exploiting forces also are highly 
under constant surveillance so as to limit commercial utilization to surplus stock 
Protective measures must be adjusted to meet changing conditions both in the 
resources and in the industries dependent upon them. Scientific mana; ement 
required to maintain the resource at a level of maximum yield on an endurin 
basis. 










are dynamic resources, eve 
variable. They must be kept 
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EFFECT OF $225,000 Bupert Cut 






Under the appropriation “Management of resources,” as proposed by the buds 
for fiscal year 1954, is a subactivity item for administration of the Alaska fish 
eries in the amount of $859,718. This is exactly the same amount available for 


this purpose in the 1958 appropriation, The 1954 budget contained neither an 
increase nor a decrease in this item. 














In reducing the budget request for the appropriation “Management of r 
sources” for 1954, the House report made the following statement : 

“Of the reduction, $225,000 is to apply against the item “Administration of 
Alaska fisheries.” In the 1953 appropriation bill, and in this bill, 25 percent 
of the proceeds from the sale of Sealskins of the Pribilof Islands is made avail 
able for the program of administration of Alaska fisheries in addition to thé 
regular annual appropriation. For the current fiscal year, $229,040 of the 
amount derived from the Pribilof Islands program, has been put in a reserve 
for contingencies and will not be used in the Alaska program this year. It 
the committees opinion that no such reserve is necessar 
in the administration of Alaska fisheries item ¢« 
amounts of the Pribilof Islands proceeds 

It is evident from the House report quoted above that the general impression 
prevailed that the entire 25 percent of the proceeds from the sale of sealskins was 
available to supplement the subactivity item “Administration of the Alaska 
Fisheries.’ Actually, these proceeds funds are available not only for admin 
istration of Alaska fisheries. but administration of the Alaska game law, mam 
mal and bird reservations, river basin studies, engineering. administration, and 
construction. Approximately half of the total amount of proceeds funds avail 
able in the current fisca] year Was used in connection with administration of 
the Alaska fisheries, yet the full burden of the proposed cut would apply against 
the regular appropriation for administration of the Alaska fisheries. 

Of the $229,040 reserve referred to in the House report, $110,981 was budgeted 
to finance part of the 1954 program and $106,000 has been allocated for ex- 
penditure during the current fiscal year to provide greater protection for the 
fisheries through exp: The reduction of $225,000 


ansion of the stream guard force. 
luude by the House in the appropriation of the Alaska fisheries, therefore, cannot 
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be offset by the use of Pribilof proceeds, as the report suggests, except by cur- 
tailing proposed expenditures or for purposes other than administration of the 
fisheries. 

If the $225,000 reduction in the subactivity “Administration of the Alaska 
Fisheries” is allowed to stand, it will be necessary to curtail aircraft and vessel 
operations, both of which are essential in patroling the tremendous coastal areas 
of the Territory where commercial fishing is carried on. The Fish and Wild- 
life Service has been struggling with the problem of restoring the salmon fish- 
eries of the Territory since the close of the war, and the additional funds made 
available from proceeds of sale of fur-seal skins have provided the first big step 
ahead in improved enforcement. We are at the turning point now where con- 
tinuation of the enforcement program will accomplish restoration of this im- 
portant resource in the near future. The gains since the close of the war will 
be lost, or, at best, minimized if there is a reduction of this program «at this 
time. 


HOUSE REDUCTION FOR TRANSMISSION LINES 


Senator Jackson. The House cut out a number of the transmission 
lines that were included in the revised budget submitted by the Secre- 
tary of the Interior, which I think should be restored. 

The transmission lines will bring power from the dams to the load 
centers on public and private bodies. I do not believe there should be 
any great dispute about most of these transmission lines. There are 
some lines that possibly can be deferred, and I think that matter 
has previously been considered by the Bureau of the Budget and by 
the Department of the Interior. 

But I do believe it is important that the transmission lines be 
kept on schedule in order to properly tie together the dam construction 
program now underway. 

I believe I am safe in saying, Mr. Chairman, that there is general 
agreement in the Northwest on the need for these basic transmission 
lines. 

Senator Haypen. I made inquiry of the Corps of Engineers at 
another hearing, and it was their testimony that the generation con- 
struction and installation was on time, and moving right along. 

Senator Jackson. That is correct, Senator Hayden. If there had 
been a delay in the dam construction program, there might be some 
justifiable reason for a slowdown on some transmission lines. How- 
ever, I cite as an example the transmission line and cable that would 
run from the Snohomish substation over to Bremerton that is badly 
needed. I can also cite the transmission lines running from McNary 
Dam into the so-called tricity area which is Pasco, Kennewick, and 
Richland. This area is, of course, the section referred to in part of 
the Atomic Energy operations out of Richland. 


POPULATION GROWTH 


There has been a tremendous increase in population growth in that 
area, and I believe that it is very important, in addition to the fact 
that it would provide an additional source of supply in the event 
of an emergency for the Hanford plant, I mean, as an alternate 
transmission line in the event of an emergency. 

I also would like to call the committee’s attention to the deletion 
of the funds for the power dam, a powerplant in connection with the 
Roza project. It is my recollection that the budget carried funds 
in the sum of $788,000 for this item. 
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Now, it only makes sense to restore those funds because. if 
source of power that will aid in paying off the project, and also y 
provide power that will be available in the Yakima area. 

I have submitted a statement on that, Mr. Chairman. 

The representatives of the Columbia Basin Commission are her 
and Mr. Hube srt Walter who is the secretary will testify on both th 
Roza project and the Columbia Basin project, and also the Kenn 
wick division of the Yakima project. 

Rather than take the time of the committee at this point, I wou 
like to say that I am in accord with their statement in connection wit! 
this program. 

ALASKA FISHERIES PROBLEM 


One last thing that I should call to the committee’s attention is 

serious situation we face in connection with Alaska fisheries. Alaska 
salmon runs have been going downhill, so to speak, for the past 2 
vears. We have a serious conservation problem in connection wit! 
the Alaska salmon fisheries. As the chairman and Senator Magnusoi 

who are from the Northwest, are fully aware, the primary problen 
in connection with salmon conservation is proper escapement. And 
it hight come as a great surprise to the committee to find that we hav: 
fewer stream watchers, the people who see to it that the salmon are 
given a chance to escape to get upstream 

Senator Munpr. What do you mean, escape ¢ 

Senator Jackson. To go upstream to spawn. 

Senator Munpr. What are they escaping from? 

Senator Maenuson. Traps and netting. 

Senator Jackson. The salmon are known as anadromous species of 
fish, they return from whence they came. They spawn up in the 
streams, they go out to sea, and for some unknown reason that science 
has never been able to explain, they come back to the place where 
they were born and they hatch their young in the streams and pools 
and so on. So that it is important when they are ready to spawn, 
when they start upstream that they get up to their place of abode 
to spawn their young. That is the reason why we have this progran 
of escapement. You have to allow a certain number of salmon ti 
escape every year otherwise your returns will be depleted. 





STREAM WATCHERS 


Back in 1932—and the figure is in my statement—we had mor 
stream watchers than we have today. During the past 20 years th 
salmon runs have been declining on a ste ady basis, which is a 
regrettable thing. 

Senator Corpon. What is a stream watcher? 

Senator Jackson. A stream watcher, as I understand it, Mr. Chair 
man, is posted in certain areas to see to it that there is no illegal fish 
ing in those areas. 

Senator Corpvon. A game warden ? 

Senator Jackson. Yes, but only for the summer season. They only 
hire them during the season the salmon would be running. They are 
just on temporary employment. I believe they hire a lot of colleg 
students during the summer months. They watch the streams t 
see that there is proper escapement. 
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Senator Corpvon. From what? 

Senator Munpr. You mean escapement from illegal fishermen or 
what are the salmon escaping from ? 

Senator Jackson. It is standard terminology in the fishing ope 
ation. 

Senator Corpon: I have to get my mind clear on that. 

Senator Jackson. When you refer to escapement, it simply means 
that every possible protection will be provided for the salmon to es 
cape upstream to get upstream and spawn. 

Senator Munpr. Do you mean like a fish ladder over a falls? 

Senator Magnuson. It takes so many salmon, and they allow so 
many to escape from fishing to go upstream to lay the eggs. 


COMMERCIAL FISHING 


Senator Munpr. Do they allow them to fish as these salmon are 
running ¢ 

Senator Magnuson. Yes, that is when they catch them on their way 
up tospawn. So many of them are allowed to escape. 

Senator Munpr. Is that commercial fishing ? 

Senator Magnuson. It is commercial fishing. 

Senator Munpr. Is that the way we get them commercially, when 
they spawn ? 

nator Magnuson. They have certain times. 

They are allowed to fish a certain number of days in certain areas. 

Senator Jackson. They try to estimate how many should escape, 
and they open and close the fishing in the bays and inlets where the 
fish school up and go up the bays and then up the rivers and streams. 

Senator Munpr. When we want more fish in a lake they simply close 
the season up, during spawning. 

Senator Jackson. The stream watchers are there for the purpose of 
seeing to it that there is proper escapement, suflicient eseapement to 
have continuity on the salmon runs. 

Senator Corpon. This must be peculiar to Alaska. 

Senator Jackson. That is correct, Mr. Chairman. 

Senator Corvon: And does not apply to the continent. 


JURISDICTION OF FISH AND WILDLIFE SERVICE 


Senator Jackson. It is my understanding, Mr. Jackson, that the 
Fish and Wildlife Service does not exercise any jurisdiction over the 
fishing waters of the States. This being a Territory they have-—— 

Senator Corpon. They only have a right to exercise it over the fish 
coming in from the sea 

Senator Jackson. That is correct, Mr. Chairman, but they would 
not have any right within the 3-mile limit. 

Senator Corpon. I just have to differ there with you. They have a 
right with respect to those fish anywhere. That is the Supreme 
Court’s view. But they do not do it in the States. 

Senator Jackson. Well, my understanding, Mr. Chairman, is this: 
That has been a subject of controversy, but I think that when the 

various States came into the Union, the right to administer thei 
fisheries was given to the States and therefore if the Federal Govern- 
ment had a right, it has delegated that right to the States. That is 
my understanding of the law. I may be entirely wrong. 
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Senator Corpon. In any event, your testimony does have refere) 
to Alaska only ? 

Senator Jackson. Alaska only, that is correct. 

Senator Corpvon. I did not know they operated that way ther 
That is the reason I asked. 

Senator Jackson. I want to make the law clear. The administ: 
tion of the fisheries in the Territory of Alaska is under the exclus 
jurisdiction of the Fish and Wildlife Service. It is my understanding 
that it is the only area where they administer a fisheries program, 
within the bays and inlets, and so on. On the high seas they hav 
various research programs, of course. 


REQUEST FOR FUNDS 


Senator Monpr. What vou are asking the committee for, Senator, 
is more money so we can have more salmon in the Alaska run? 

Senator Jackson. I am merely asking that the figure submitted by 
the budget be restored. There is a reduction, I think, of $225,000. 

Senator Munpr. You are asking that we add more money to what 
the House appropriated so we have more salmon in the salmon runs 
of Alaska ? 

Senator Jackson. That is right. 

Senator Munpr. You are proposing to do it iy using this money 
to have more stream watchers ? 

Senator Jackson. That is part of it. 


ENFORCING RESTRICTIONS 


Senator Munpr. My question is: If your salmon run is deteriorating 
in Alaska, why do they not shorten the season during the spawning 
period of the salmon’s life ? 

Senator Jackson. They have been doing that. They invoked dras- 
tic restrictions on the fishing season, and the trouble has been ir 
invoking restrictions, they have not had adequate enforcement facili 
ties to make sure those restrictions are carried out. That has been 
the big problem. They have curtailed the fishing season in various 
inlets and bays where the fishing takes place to quite a substantial 
extent. 

The main thing is to try to direct my remarks to the situation with 
reference to depletion in the Alaska salmon run. 

Incidentally, I think the Alaska area provides about 80 percent 
of all the salmon in the world. 

Senator Corvon. Is that true that there is no police protection af- 
forded by the Territory of Alaska as a territorial obligation ? 

Senator Jackson. That is correct. They have no legal authority 
to exercise it, because the Federal Government passed the White 
Act, which is the basic law, in 1924, on which the Fish and Wildlife 
Service operates. 

Senator Corpon. Is that true with respect to game also? 

Senator Jackson. That is correct. They administer both the game 
and the fisheries in the Territory, yes, sir; and in addition, I might 
say, that the Territorial legislature has set up an advisory commis- 
sion, purely advisory, under the direction of a Dr. Anderson, within 
the Territory, and they have a board appointed by the Governor, 
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and I believe confirmed by the legislature, and they make advisory 
suggestions and recommendations. It is my understanding that they 
have no authority to administer legally any of those restrictions. 

Senator Corpon. All they do is tax them. 

Senator Magnuson. You get a nonresident license, or a hunting 
license. 

Senator Corpon. They do not police them ? 

Senator Jackson. That is under the Fish and Wildlife Service. 
The budget will indicate how much they are spending on game and 
how much on fisheries. 

Senator Munprt. If you get this money restored, how many of these 
stream watchers would be employed ? 

Senator Jackson. I have a statement prepared on that. Let me 
give it to you. The statement outlines this matter completely. 


FURTHER DISCUSSION OF STREAM WATCHERS 


In 1947 the number of such temporary seasonal employees, referring 
now to the stream watchers, was 35 as compared with more than 
200 in 1952. By 1952 the number of stream guards had been in 
creased to 118, as compared with other 200 in 1932 and with 33 in 
1947. And with about $200,000 from the Pribilof proceeds, on which 
we changed the basic law, the chairman will recall, in the last Con- 
gress, it is expected that the figure for the season of 1953 will be 
about doubled, so there will be roughly about 236 this summer. That 
is made possible with a carryover of the funds from the money 
appropri: ated for the current fiscal year, fiscal 195: 

There is money made available through the ale of seal furs from 
the Pribilof Islands. It should be made clear that there is quite 
a bit of money made, of course, from the Government management 
of the Pribilof operation. 

Senator Corpon. That is a monopoly. 

Senator Jackson. It is a complete monopoly. They sell the furs 
each year, I believe in St. Louis. They have a big auction and it 
brings in a substantial sum of money. 

Senator Munpr. Earmarked for stream watchers? 

Senator Jackson. No; 85 percent of the funds are used for various 
purposes, for both fish and game in Alaska. It is my recollection 
that 25 percent of it was added last fall. I think it is 25 percent 
that has been earmarked for the administration of the fish-and-game 
program. Under the old law there was 60 percent of the funds 
made available for various administrative purposes. We amended the 
law to add an additional 25 percent. 

I was a member, as you recall, of the Interior Appropriations Com- 
mittee in the House. We went into this thing in some detail last time, 
and by simply modifying the basic law, save 1d the ne ‘essity of coming 
back to Congress each year for funds to administer this program. 


ALASKA FISH RESEARCH 


Senator Magnuson. Right at this point, on this fish research on 
salmon, I want to add to the record a statement by C. E. Atkinson, 
the chief of the salmon investigations in which he said: 


The total cut in appropriations for Federal fisheries research amounted to 
28 percent while the $44,400 cut off the salmon investigation budget was less 
than a fifth of the present appropriation. 
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But in discus ing the possible effect of the reduction in funds fi 
North Pacific research, Atkinson said that, “At this stage the bi 
olution is the retention of only 6 of the 25 projects now be ne 


undertaken. 


Under this plan only three projects would remain in Alaska-—the Li 
fertilization work on the Kodiak, the Cook Inlet studies, and evaluation 
fresh-water survival of pink salmon in southeastern Alaska. 

Studies of Alaska herring will have to be almost, if not entirely, eliminate: 
Completely cut out are all studies in Bristol Bay, ocean survival of Pink salmo1 
consistency of return of pinks to their home stream, and effect of the fishery 
the pink-salmon stocks, 

Cut from the Columbia River will be all studies on the effect 
salmon, as well as a study on the electropatalysis of Chinook salinon 
acid to hatchery operations. 

Only token participation can be given in the joint-agency investigations 
Okanogan blueback runs and the Chinook-salmon studies on the Sacrament 

rentative plans call for continuing projects which, if stopped now, would mal 
valueless the work done on them for the past several years 


le 
ual 


PROBLEM OF ALASKAN HERRING INDUSTRY 


Senator Jackson. Mr. Chairman, in that same connection, I think J 
might just mention one word on the problem of the Alaska herring 
industry. Since 1946 the production of herring products in Alaska 
has declined from 64 million pounds a year to 16 million pounds, or 
75 percent. Research of the Fish and Wildlife Service of this spe 
has been designed to find out why. The current program, although 
small, costs about $8,500 a year for maintenance of the continuity of 
basic records of catch, and of age and size, composition of the stocks 
L mention this because the Fish and Wildlife Service has been unable 
to find out the reason for the depletion in the herring runs. They are 
unlike the salmon, they do not go to any particular place, they come 
and go. The Fish and Wildlife Service and fish biologists have ab 
<olutely no information on the life cycle of the herring, but the decline 
has been very substantial. 


FISHING TREATY WITH JAPAN 


Senator Magnuson. Might I add, Mr. Chairman, with your permis 
sion, because it is vitally important, that, as you know, we negoti- 
ated—and I happened to be a part of it—a fishing treaty with the 
Japanese about a year ago. We have had some trouble with the 
Japanese prewar encroaching on the Bristol Bay, with which the 
chairman, I am sure, is familiar. In that fishing treaty they agreed, 
and we divided at the 175th parallel. It wasa triparty treaty in which 
Canada was a partner, but for some reason or other the Canadian 
Parliament has failed to ratify the treaty, so there is no treaty what 
soever. 

The Japanese, however, have been living up to the spirit of the 
treaty to date, and we have no information that they will violate it 
in coming over the 175th parallel. 

[t involves the question of salmon, as to which salmon will be tagged 
to go up into Bristol Bay and which salmon will go the other way over 
into Kamchatka in the Japanese waters. 

On part of this research the Japanese have agreed that if we can 
do some scientific tagging that they will live up to the spirit of the 
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treaty until Canada ratifies it so we can have a treaty, and I think it 
would mean a great deal in the research on that salmon as to where 
they go, whether they go to the westw: we or come up to the bays of 
Alaska. That is part of what was cut out, as Mr. Atkinson said. It 
is quite important in that respect. 

Senator Jackson. Mr. Hubert Walter from the Columbia River 
Basin Commission will testify on the reclamation project. As I said 
earlier, I am in complete agreement with what they have to say. 
I see no reason to duplicate it in the record. Thank you, very much. 


COLUMBIA BASIN COMMISSION 


STATEMENTS OF HUBERT H. WALTER, ADMINISTRATIVE SECRE- 
TARY, W. A. GALBRAITH, GEORGE D. ZAHN, AND LEON BAILIE, 
MEMBERS 


PREPARED STATEMENT 


Mr. Watrer. Mr. Chairman, Iam Hubert H. Walter, administrator 
of the Columbia Basin Commission, which is a Washington State 
organization authorized by law strictly as it applies to water and land 
development. 

We have four of us here, W. A. Galbraith, chairman of the com- 
mission and director of the department of conservation and develop 
ment; a representative of the Governor is here, Mr. Leon Bailie, a 
member of the commission; a farmer on the project and the chairman 
of the irrigation district is with us, and also Mr. George Zahn, a fruit 
grower and a member of the Columbia Basin Commission. I will 
speak for the group to conserve your time and to hurry this along, 
but they will be available for questioning, and probably would be 
better qualified to answer the questions that may arise than I will 
myself. 

Senator Corpon. That will work out very well, Mr. Walter. You 
may proceed. 

I might ask whether you would like this statement put in the record 
as it is and then highlight it or what would you prefer? 

Mr. Waurer. That is what we would prefer, Mr. Chairman. 

Senator Corpon. All right, this statement will be made a part of 
the record at this time, and Mr. Walter’s oral testimony will follow it. 

Senator Maagnuson. This isa joint statement. 

Mr. Water. This is a statement from the four of us 

Senator Corpvon. Very well. 

(The statement referred to follows:) 


JOINT STATEMENT OF W. A. GALBRAITH, Huperr H. Water, Leon Bart 
GEORGE D. ZAHN IN BEHALF OF THE COLUMBIA BASIN PROJECT AND THE KE? 
WICK UNIT OF THE YAKIMA PROJEC' 


Our names are W. A. Galbraith, director of the Washington State Department 
of Conservation and Development, Hubert H. Walter, administrative assistant 
for the Columbia Basin Commission, and George D. Zahn, a member of the 
Columbia Basin Commission 

The people we have here through the graciousness of your committee are rep 
resenting the Columbia Basin Commission, which is a Washington State organi 
zation authorized by an act of the legislature and charged with the responsibility 
of resource development, particularly as it applies to water and land In addi 
tion, we also are representing the three irrigation districts on the Columbia 
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Basin and the Kennewick landowners. 
the farmers on the projects. 

We urgently request your support for the full $20,400,000 for the Columbi 
Basin project and the $3,500,000 for the Kennewick unit of the Yakima proj« 
sums which have received approval of the House of Representatives, plus ret 
tion for the projects any carryover funds that may exist. We ask approva 
of those sums because we are confident that they are needed for adequ 
development, represent sound investments, and will provide for nearly scheduls 
Columbia Basin development, as was agreed to by the Congress, the Burea 
Reclamation, and the water users several years ago 

The Columbia Basin project was set up to transform 1,029,000 acres of des 
sagebrush into fertile farms. The investment so far in that project exc 
$450 million, and within a short time this will reach $500 million, inclu 
the cost of Grand Coulee Dam, the powerplants and the irrigation works to t 
south. sut only last year did water from behind the great Coulee Dam rv 
the land for irrigation. Water was available for approximately 66,000 a 
of land that had stood barren and desolate. There is insufficient rainf 
to grow crops in this region. Twenty-seven thousand, three hundred and twe 
nine acres were in cultivation, and they produced $4,868,885 of new v } 
This was an average of $171.50 an acre, which, we believe, provides suff 
proof that the Federal assistance in Columbia Basin irrigation is a sor 
investment, virtually assuring the Government of a 100 percent return o1 
reimbursable investments in Washington State reclamation, and offering brilli 
hopes for an eventual 14,000 farm families to live and prosper in a region which 
in past years has produced little more than sagebrush, greasewood, rattlesnak 
and jackrabbits. 

Virtually all the heavy construction work, including the dam, big canals : 
siphons—the costly parts of the project—has been completed, but they can 
be used to the fullest extent until the less costly features—the laterals—are bu 
to provide the final means of carrying the water to the thirsty acres. Until that 
is done the land cannot begin repaying the Government on the loan in Columbia 
Basin reclamation. 

The story of the Columbia Basin has been one of hopes, heartbreaks and ne 
hopes. Homesteaders came into the area about the turn of the century and tri 
dryland farming. Nature was unkind. The drouths came and the farmers had 
to give up on dryland farming. They began striving for irrigation, knowing 
that all that was needed was water. For 40 years the people have been waiting 
Now their goal is within reach, requiring only continuing appropriations of con 
stantly diminishing amounts to make their dreams come true. It is only go: 
business to continue the work on schedule so the homes can be provided for the 
land-hungry people and the project can come into the fullest production possible 
so repayments to the government will be forthcoming. 

Originally, irrigation was planned by 1942. A war forced a change. In 1948 
a new look was taken and a construction schedule to bring 500,000 acres int 
production by 1959 was adopted. The economy of the area was geared to meet 
this program. Disruptions now will be disastrous to the region. 

The State of Washington recognized its responsibility in the development 
Roads had to be built where none existed, and the State legislature authorized a 
$5 million bond issue for farm-to-market roads, and the roadbuilding program 
has kept pace with the irrigation construction. In addition to the bond issue 
$1 million from other sources was diverted for basin roadbuilding and in the last 
2 years the State and its political subdivisions have constructed 160 miles of new 
roads and will have another 150 miles under contract by next October. 

School districts have bonded themselves to the limit, constructed new buildings 
and added new facilities to meet the demands of a growing country. These 
buildings and facilities must be used to make them sound investments and their 
usage can come only through construction of the project and making farms avail- 
able to new people. 

Business firms have invested heavily to do their part in bringing this project 
to its full fruition and delays in the construction part of the project could be 
ruinous to them. 

Heavy investments in retail, wholesale, manufacturing and service organiza 
tions have invested in good faith upon the Government’s announced program 
to bring 500,000 acres into production by 1959. Indicative of this is the provram 
of the Utah-Idaho Svgar Co., which is building a $9 million plant and loading 
facilities in the basin. Another company has acquired a site and plans a build 
ing program. 


Both of these groups are composed of 
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In the Northwest we believe this is a project that fits well into the defense 
program. Bountiful crops seem certain, and it appears wise to get this land into 
production as quickly as possible for food and fiber for troops and for defense 
workers in case of need. 

Equally important is that it will provide farming opportunities for veterans. 
History has shown that after each war there is a rush to the land. That is 
proving to be the case on the Columbia Basin. The demand for land is terrific 
Government-owned land on the project is sold to veterans on a priority basis, 
determined by lottery. In the last sale with 32 tracts offered there were 3,07% 
applicants. 

The Government sales along with the demands from nonveterins seem to 
show crystal clear that it would be impossible to develop the Colambia Basin 
or other Northwest projects too rapidly. 

This project is reimbursable, with power revenues from Grand Coulee Dam 
providing a portion of the repayment for irrigation feature. Already $80,000,000 
has been created from that source, 

Overhead costs will fall percentagewise as more land comes into production, 
This year the operation and maintenance overhead with water available for 
66,000 acres was 16 percent. With another 50,000 to 60,000 acres coming into 
production this year that cost will drop to 14 percent. If we keep on schedule 
constructionwise that cost will decrease to 11 percent next year. Further de- 
ereases will occur annually if the construction program is maintained 

We ask that the $20,400,000 figure be maintained, and call your attention to the 
fact that the Government set up safeguards and indirectly placed responsibilities 
on the State. The States has accepted its responsibility and if the Government 
does not follow through on its program it will work exceedingly difficult hard 
ships on the State, which can ill afford them. 

Equally feasible and just as important is the Kennewick unit of the Yakima 
project, for which $1,500,000 was appropriated last year and for which $3,500,000 
is sought for the next fiscal year. 

The unit’s total cost will be between $12,000,000 and $13,000,000 and nowhere 
does the Government have brighter prospects for a full return on its investment 
than on the Yakima project. Only here has the Government been repaid in full 
for its irrigation development. The Tieton and Sunnyside units of this highly 
successful project repaid the Government in full for expenditures made to carry 
water to the land. They repaid in full ahead of the due dates and in addition 
to that the people on those projects have paid millions of dollars to the Govern- 
ment in income taxes, enhancing the Treasury with money that it never would 
have received had it not been wise expenditure earlier in reclamation develop 
ment in the State of Washington. The Yakima project was built at a cost of 
approximately $32,000,000. In the last 20 years the people living within the 
boundaries of that project, which without irrigation would be little more than 
barren wasteland, have paid more than $180,000,000 in income taxes. 

The Kennewick unit was planned as part of the Yakima project almost from 
the time the Yakima project was conceived. The Kennewick unit, whose 
construction will mark the completion of the Yakima project, was authorized 
in 1948. It will irrigate 19,171 acres, including 4,687 acres which now are 
watered by pumping. The productivity of the acres virtually is assured by the 
fact that presently irrigated lands have returned an average of $223 an acre 
per year for the last 10 years. 

The Kennewick-Pasco area has been one of the fastest growing regions in the 
United States, increasing from 12,000 in 1940 to 52,000 in 1950 and now having 
a population estimated at 70,000. Much of this came due to the Atomic Energ) 
Commission activities at Hanford. The Atomic Energy Commission took for its 
operations irrigated land and nothing has been provided to replace it. The 
Kennewick unit would just about replace the irrigated land that has been taken 
out of production due to AEC activities. 

More irrigated lands are needed in the area to provide food for the people living 
there, Although bountiful production seems certain for the Kennewick there are 
people there now who would furnish the market for this irrigation unit and the 
general economy of the area would be enhanced. 

We deeply urge approval of the $3,500,000 appropriation, plus any carryover 
funds. 

We thank you, gentlemen, for this opportunity to appear before yeu and present 
our stories of the need for development in the great State of Washington 


Mr. Water. We are very grateful for the generosity of this com- 
mittee in the past, and we are grateful for the opportunity to bring 
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our story again. We will make this brief because I am sure all of th: 
members of this committee are familiar with the background and th 
progress of the Columbia Basin project. 


REQUEST FOR APPROPRIATION APPROVAL 


We are urgently requesting the approval of not less than the sums 
granted by the House of $20,400,000 for the Columbia Basin project 
and $314 million for the Kennewick project. And I call to your at 
tention that each of those sums is lower than the sums recommend 
in the April budget. 

As to the Columbia Basin project, we have been working on that 
since 1933, but only last year did the water from behind Grand Coule: 
Dam reach the prime development of the heavy canal and the big 
syphon and the dam itself. Past year water reached the land from 
behind the dam for the first time. 

Senator Corpon. May I interrupt at ot point? I have not beer 
up through there in a number of years. I do not know just rom 
has been done with respect to the irrigation aspects of it. Do tl 
have a pumping pl: wnt in Ve ising the water up to the higher reservoir ? 


PLANS FOR PUMPS 


Mr. Waurer. For the overall project, 1,029,000 acres, there are plans 
for 12 pumps, each of them pumping a billion gallons of water per 
day. Two of those 12 pumps in the ultimate comple tion of the project 
will be standby. There are 2 of the pumps that now are in operation, 
2 more that are available for operation, and 2 being installed at t] 
time. We have adequate pumping facilities at the present time t 
lift the water for which we have use. 

You can see on the charts, the pumps at Grand Coulee Dam ar 
lifting the water into the equalizing reservoir, pumping it up from 
behind the dam into the equalizing reservoir. We are in the proces 
of filling that reservoir plus the fact that we are draining water fro: 
it at this time to irrigate the lands below. 

Senator Corpon. That area you term the equalizing reservoir, 
that really the origin of the term “Grand Coulee”? 

Mr. Watrer. That is the old Grand Coulee. 

Senator Corpon. I understood it so. 

Senator Magnuson. That is apparently where the old riverbed « 
the Columbia was at one time. 

Senator Corpon. Go ahead. 

Mr. Watrer. All of the pumping on that, Mr. Chairman, is using 

ower generated at Grand Coulee, and it is all offpeak power pumping 
Wy e are draining water and shipping it down through the main canals 
and irrigating portions of the northern part of the project. Water 
became available last year for approximately 66,000 irrigable acres 
This year there is another 50,000 to 60,000 acres being added to that. 

Senator Corpon. Was that all dry land up until the time this wate 
reached it, or was that supplementary water ¢ 

Mr. Watter. No, this was all dry land. The dry land which rv 
ceives water now in the Quincy and Ephrata Districts was sagebr ush 
except for a very little bit of which dry land farming was tried o 
near the turn of the century, and it failed because of the drought. 
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Senator Corpvon. Do you mind my asking a few questions ¢ I would 
like to get a little fill in and you are the man who can give it to me. 

Mr. Ww ALTER. I would be ols ad to do that. I would like to have the 
other people up here to help me if I could. 


PERCENT OF FEDERAL LAND 


Senator Corvon. Can you tell me, Mr. Walter, how much of the 
65,000 acres to which you have now brought water was federally owned 
and how much was privately owned at the time the water reached it? 
Just a rough estimate. 

Mr. Water. Yes. I would say that approximately, of the first 
87,000 acres, less than 10 percent was federally owned at the time. 
Now, over the project, that is, the entire project, from Ephrata on 
the north to Pasco on the south, there is from 12 to 15 percent owned 
by the Federal Government either through public domain ot 
purchases. fev 

Senator Corpon. And the basic principle of the famed 160-acre lim 
tation applied is by virtue of the provisions of the Columbia Basin 
Act? 


LAND LIMITATION LAW 


Mr. WALTER. The land limitation law is even more rigid than that. 
They are set up by farm units. The farm units average 80 acres 


each. It is illegal for anyone to hold in excess of 160 acres, and 
no case would he hold more than 160 acres. The homesteaders who 
retained their land and had it prior to 1937 can own up to 160 acres. 
That is not the community property. One family can only own one 
unit on one project and another project both man and wife can own 
160 acres. On the Columbia Basin they cannot. The remainder of 
it is in farm units set up by the Bureau in cooperation with Washing 
ton State College, and the average size of the farm units runs about t «9 
acres. On poorer lands they are larger, that is true, but in no ¢: 
are they in excess of 160 acres. 

Senator Corpon. I will try not to interrupt you. 

Mr. Watrer. That is perfectly all right. 

Senator Corpon. It seemed to me it would be altogether propel 
that the record indicate in connection with this, the largest of all 
irrigation projects, that the basic philosophy of the reclamation law 
was being applied. 

Mr. Watrer. Yes. That is in the Columbia Basin Act. 


MACHINERY EFFECT ON SIZE OF FARMS 


Senator Haypen. Might I inquire in that connection, is it expected 
that the kind of crops that will be grown there will require a large use 
of agricultural machinery? The reason why, throughout the United 
States, there has been an increase in the size of farms is because there 
must be a large investment in farm machinery which is labor saving. 
For that reason there has been, throughout the whole Nation, a grad 
ual increase in the acreage of farms. Is it the same kind of farming 
that would be done up there that requires a heavy investment in agr 
cultural machinery or can you get along with sm: aller farm units ? 
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Senator Macnuson. I think maybe you might, Mr. Walter, for th: 
record, give usacomparison. It would be ver y interesting. We hav 
already had some experience with the types of crops and what can b 
done on, say, a comparable 80-acre tract or 79-acre tract. Any on 
of you people could testify on it 

Mr. Wavrer. The question is: : What will this 80 acres do? 

Senator Maonuson. Yes. 

Mr. Water. The first year we have had it, 27,900 acres were ir 
production last year. Water was available for more, but that is th 
acreage that went under cultivation in the first year’s operation. O 
that 27.000 acres the gross production was $4,868,000, which is a 
average of $171.50 per acre. 

Senator Haypen. On what kind of crops? 

Mr. Water. The crops were hay crops, row crops, peas, beans, 
some potatoes, and some grains. 

Senator Macnuson. And sweet corn. 

Mr. Water. Sweet corn and cereals and sugar beets. 

On the question of the heavy investment in machinery, we wi 
have to say yes, because our farming throughout the area is in heavie1 
equipment, tractors and trucks and so forth, and on the Columbia 
Basin you must have those too in order to compete with other farming 
inne ighbori ing States. 

Senator Magnuson. I might say it is somewhat paradoxical 1 
there has been very little planning for any further fruit ae, i] 
that area. They are going ‘into these other types of crops. 


1! 


SOIL ANALYSIS 


Mr. re r. As to the lands on the Columbia Basin, through th 
soil analyses from the Washington State College and the Departn 
of Agric adie and others, we think on the entire project the re ar 
55,000 of the 1,027,000 acres which are adaptable to fruit. It is not 
going to be a heavy fruit-producing area. 

Senator Haypen. I talked to a good farmer in Arizona last weel 
who was cultivating some 300 acres of land, and he could hire all of 
his plowing done, but he had an investment of about $150 an acre 
in farm machinery. That is quite an investment. There is not 
only the question of investment in the land, and all of that, but if 
labor cannot be had you must use labor-saving machinery. You 
have got to have it on the land in order to harvest the crops. 

Senator Magnuson. Some of the equipment that will be needed 
for the types of crops they will have, farming peas and so on, is a 
little more complex and a little more expensive than the average 
small grain. Then there will be some cattle and sheep raising because 
they find they can take a small acreage and I believe they raise sheep 
in there because of the hay production involved and the alfalfa. 

It is a very diversified area. As a matter of fact, the experimental 
groups give us a list of I don’t know how many. I never counted 
them, but they have a list of what it is possible to do on that 80 
acres. 

Mr. Waurer. I would like to dwell a little further on that question 
that Senator Magnuson brought out. The Columbia Basin project 
is comparable in climatic conditions, soil conditions, and all factors 
to the Yakima project which is just on the other side of the Columbia 
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River. It is watered by the Yakima and the Naches River. On that 
yroject, there are 79 different crops grown. 

Would that answer the question / 

Senator Magnuson. Yes. 


PRODUCTION CASE CITED 


Mr. Waurer. To go a little further on the farming today and what 
was produced there last year in connection with the opening of the 
Columbia Basin, there was a young fellow there who had a gross of 
just under $20,000 on slightly under 80 acres of land. It 
n excess of $8,000. 

We believe, Mr. Chairman, that 
potentialities as shown by what we 
ifies the continuation of our proje 
large siphons have been built, all the 
been constructed, and from now on \ 
which finger the water out to the lands. 


NEED TO CON' 


And every dollar that we lose 
pletely reimbursable proj} 
eft out and not going into } 
bia Basin project so far exceeds 
month there will be $500 million 
we still have only 115,000 acres 
under this year, under production. 
In order to justify the « xpenditure 
finish the project. Furthermore, we | 
vere scheduled to get pene of t 
the war dis rupted th: ar 1948, a new look 
bia Basin by ee sUl'e F Reclamat 
oress itself, in which a T a progral 
has been Ly the economy of t! 
geared along’ that 7-vear program, 
acres a year until 1959. Now, 
that. 


LOCAL PROGRA) 


We are building roads to serve - d 


The legislature authorized $5 million wort 
160 miles of new road ah eady, at bs next 
300 miles of new road construe cted. 

The school districts, in : ipation and they had 
lieve and anticipate that this Wi 
have bonded themselves to the ve built new 
in order to take care of the incre pulation whicl 
coming on the project. 

Business firms have geared their economy and made their invest 
ments on the full development of this project. The Utah-Idaho 
Sugar Co. is building a $7 milli on plant, and there’s another $2 mil 
lion for the loading facilitic Phey have to have the ; reage 
water in order to make their i investm , 
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LAND 





GOVERNMENT SALE OF 





Senator Magnuson. It might interest the committee to know that 
on the Government plan with veterans priorities and then by lot 
we had 32 pieces to sell, and even by priority and by screening, wi 
had over 3,000 applications. We had to draw out of a fish boy 
to see who would get the 32 units. That is how the interest of the 
people is stimulated who want to come out there and get those acre 

Mr. Wavrer. On the Government sale of land, it is all done a 
Senator Magnuson says, and the average application for land rw 
about 100 applications for each tract that is available. 

Senator Magnuson. Those are people who are screened. 

Mr. Water. They are ecreened veterans only. So there is no possi 
bility under the sun of going too fast on the Columbia Basin. Ther 
is not enough land to go around. Even if the whole thing was in 
production next year, the land could be sold. 

We believe the record of the Columbia Basin justifies the continua 
tion of it, even though there is an economy program. 

Now, on the Columbia Basin the sum asked in our statement is 
below the April budget estimate. Nevertheless, in recent months 
here we have had the release of a portion of the land on the Walloo 
Slope. The Walloo Slope is within the vicinity of Hanford wher 
the Atomic Energy Commission came in and took some of our land 
and restricted it from development. Now, we have had that land 
released, a portion of it, 87,000 acres in gross acreage, with less than 
that in irrigable acreage. 

Senator Cornon. How much of it still remains withdrawn until 
they can complete their determination ? 

Mr. Warrer. About 116,000 acres. 

Senator Magnuson. It is over a hundred thousand acres they ar 
still holding. 

Mr. Watrer. The people down there in that area have paid taxes 
and held their land for years, some of them since 1900, with the a1 
ticipation of irrigation. Along comes irrigation and the possibilities 
and they withdraw their land from development. 

Now, we have it back, and they have it in their currently develop 
ment program that they were to develop that equally in the three 
ir} igat ion districts. ‘The south district down near Pasco has not been 
able to keep up in that current development program which was 
agreed to by the Bureau and others. 

Now, we have an opportunity to bring them somewhat in line with 
the rest of them, and we would like to have this thing brought up to 
the budget recommendation, if possible, in order to go ahead with 
the Walloo Slope, and if we go ahead with that and get that under 
water, the strongest argument we will have for the release of the 
remaining portion of this Walloo Slope would be that accomplishment, 
and we do not think it is justifiable for it to be withheld from ordinary 
development. 

Senator Magnuson. All this will coincide with the first generators 
in MeNary which will back the water up and put navigation up there, 
and all the streams through the lower Columbia. All of this develop- 
ment is going to sort of coincide and come together. 
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KENNEWICK UNIT 


Mr. Watrer. That is right. There is another reason we believe it 
should go through. Equally important, we believe, is the Kennewick 
unit of the Yakima project. At the Kennewick unit, the total cost 
will be between $12 million and $13 million, for which the House has 
approved $3.5 million. This is part of the Yakima project. The 
Yakima project was taken over by the Government in 1906. At that 
time, this unit was considered a part of it. It now is the last unit 
on the entire Yakima project. There are some 16,000 acres of im igable 
land in that, including lands of about 4,000 acres which now are being 
irrigated from wells and from other sources, private sources. 

This means the completion of the Yakima project in its entirety 
and if there ever was a case in which reclamation was justified it is 
the Yakima project, where there are prosperous homes and farms 
and prosperous people. 

In all of your reclamation projects over the West, only two units 
have paid back the Government in full on its investment. They are 
the Tieton and the Sunnyside, both of them units of the Yakima 
project. 

The system was put in at a cost of approximately $32 million and 
in the last 20 years alone, the people living within that area, which 
would be barren wasteland were it not for the reclamation, have paid 
more than $180 million in income taxes. 

So it is increasing the wealth of the country as a whole and en 
hancing the economy of the States to go ahead and finish that Kenne 
wick project, and complete the Yakima project in its entirety. These 
16,000 acres would just about offset the irrigable acreage which the 
Atomic Energy took not in the secondary zone which we are talking 
about, but took the primary zone. 

They took irrigation land out of production. This would just about 
equal that. Amd probably no area has grown faster than the Kenne 
wick, tri-city area, which was probably 12,000 or 13,000 in 1940, 50,000 
in 1950 and is now estimated at 70,000. 

Senator MaaNnuson. 100,000 is closer if you count all of the tran 
sients., 

Mr. WALTER. The market for the produce that will be orown on 
the Kennewick project can be found right there at home. We do not 
have enough reclamation land around there to produce what is needed 
there. We believe most of those projects are justified, and we would 
like to have the appropriations of not less than what the House 
authorized. In addition to that, we feel that the Roza project, the 
pumping plant there, should, if at all possible, be built in order to 
help that irrigation project in which their costs are higher, consider 
ably higher than elsewhere. 

I thank you very much, Mr. Chairman, and gentlemen, for this 
opportunity. If there are any other questions, we will try to answer 
them, 1 of the 4 of us here. 

Senator Corvon. Thank you very much. I have no further ques 
tions. I did want to develop those two points. 

Senator Maanuson. May I suggest that if any of the other people 
who are here from the Commission would like to place anything in 
the record, we will be glad to have it. , 










1416 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 





I must say, Mr. Walter, that I think this is a very good and comple 
and distinct statement on the Columbia Basin and the Kenne wicl 
project. I think the committee is quite familiar with the whole 
Grand Coulee-Columbia Basin development and Kennewick whic 
they have wrestled with for many years, and I think this statemer 
will be a big help to us in marking up the bill. 

Mr. Wavrer. Thank you very much. 















BUDGET REQUEST 








Mr. Batuie. Mr. Chairman, I am Leon Bailie, of south district. 
Of course, Mr. Walter has stolen most of the thunder, but from thi 
water users’ standpoint, there are some things I think that are reall) 
pertinent. We have, as you know, 3 districts in the Columbia Basi 
that comprises the whole joint district, and our 3 boards meet monthly 
and we meet with the Bureat land £0 into every phase of our develop 
ment there very thoroughly. Iam not concerned about you fellows 
not carrying on the basin, but I want to put in a pitch for the budget, 
because as far as We are cone erned, that budget i is thorou; ohly screened 
because we have to pay for it, after all. We want just as much 

of that budget as we can get als of it. 
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DEVELOPMENT PROGRAM 


We do have, as he stated, a 7-year program, which will bring 
approximately 60.000 acres a year and, as he said, we also have 


concurrent development aspect, and I a1 n speaking particularly now 
of the south district where I am chairman of the bo: ae 
The concurrent development is very important, inasmuch as ye 


can develop the upper end with processing factories tid markets es 
tablished, and if you do not develop the south end, then we are k 
of down in the end of the sock, and we are just years behind the othe: 


So we feel that it is very important that the concurrent development 
aspect is carried on. As I said, I am not concerned about the budget 
but anything on the upper Poe of the budget does give us that cd | 
velopment in the south district. We would like to be able to e | 


tablish our sugar factory ae our manufacturing factories an 
processing plants and also our transportation. 

We have a river outlet there and we have several advantages that 
we should take care of. So you may be sure that we water users are 
watching that budget, and we want every penny of actual development 
we can get out of the budget. 

Senator Magnuson. And you want it well spent, too. If you do 
not have it well spent, it is going to come back on you. 

Mr. Batuie. I would like to say just a word as to what the water 
user is going to bring to the Nation. We spoke of the machinery. 
It is absolutely necessary to have this machinery. 

Bringing in 60,000 acres a year, we bring in approximately 700 
farmers a year, and the machinery and equipment aspect will take in 
the neighborhood of $12,000 to $15,000 per farmer. You also have 
your appliances and building materials, and I might point out that 
most of this machinery and appliances is manufactured in the East 
it is purchased and brought out there. 
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plete It does sound like a lot of machinery, but our modern machinery 
WICK is small tractors and small equipment, with which one man can usually 


, | ° . . . . . 

hole operate his unit. so it is not out of line. 

hieh 

nent LAND APPLICATIONS 


I happen to be on the central selection board for the bin 
district, and we drew for 20 units the other and 
applicants to draw from. June 3 we dra 
will be more applications. That is 
And I am pleading for this orderly development that 
program. We feel it is very sound and econom 
program as set up. We do not want to go too fast because 
is an awfully big problem. 

We feel that we have it geared to just about what we « 
care of. 

Senator Magnuson. Are most of those applicants from th 
and Middle West ? 

Mr. Batre. Oregon, Idaho, Utah, Colorado, and Washington p 
haps carry the larger percentage. 

Senator Magnuson. But a 
West ? 

Mr. Barter. A creat number— 

Senator Magnuson. People who were ! ‘ 
the Middle West ay a lone time an | \ ho ad several sons W 
to move on to their own farms. Are there not a great numbet 
those ?¢ 

Mr. Bat IE. There are. But I drawit O SAV, D0 pills ol 
3,000, we only get a small group. But there is a hard ringing 
from the veterans for this land And at f the veter 


orowing older every vear and mone not anv easier to 


of now than it was during the war, and t it seems w 


settle this. if nothing els 
a Senator Corpon. Thank you \ 

Mr. Waurer. Thank you, Mr. ¢ 
: a Senator Maanvuson. Do you have : 
- Mr. Gatpratrn. May I make one 
4] braith, director ot the department ol 
— of the State of Washington and cha 


are ’ saet 
Commission. 
nent I 


let, 


have listened carefully to eve ry stateine! 
and Mr. Bailie and Senator Warren Magnus 
in the statements that have been made. To the best of my 
they are all correct. 
I think one thing we need to recognize in this project 
thing that has been built, the tremendous dam, the pumps, the 
voir, all of the big things, have been done. and we have been 
at the development of land, and just now we have reached th 
where our target is right there if we finish it. 
hs Senator Magnuson. Mr. Zahn ¢ 
wong Mr. Zann. May I make one statement. Mr. Chairman. Mr. Bailie 
sASte talked and he is on the project. I am one of the commissioners who 
is not on the project. My name is George D. Zahn. 
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I do not believe that there is anything that there is more accord 
with out there than the moving forward of that project, I won't 
as rapidly, but as orderly and completely as possible so that we ca: 
expect to get the Federal money back and the land users and peop 
who have capital and enterprise out there can also stay in a solv 
position and pay taxes. 

Senator Corpvon. You find unanimity of agreement as far as | 
committee is concerned. 

Mr. Zann. Thank you. 

Senator Corpon. I promised Senator Barrett if he would have | 
witnesses here, they could come on next and they have just come 
the room, 


NIOBRARA ELECTRIC REA, WYO. 


STATEMENTS OF HON. FRANK A. BARRETT, UNITED STATES 
SENATOR FROM THE STATE OF WYOMING; HON. DWIGHT GRIS- 
WOLD, UNITED STATES SENATOR FROM THE STATE OF NE 
BRASKA; AND W. E. MUMBY, ATTORNEY FOR NIOBRARA 
ELECTRIC ASSOCIATION, INC. 


GENERAL STATEMENT 


Senator Barrerr. Thank you very much, Senator. We will be very 
brief. Senator Griswold and I are both interested in this matter. 

Senator Corvon. We will hear you gentlemen now. 

Senator Barrerr. Mr. Chairman, the item that we are interested in 
is included in the total of all other items under construction and 
rehabilitation of the Missouri River Basin at page 15 of the report 

Senator Cornon. Yes. 

Senator Barretr. Ours is a relatively small item in that total, how 
ever, and I may say to you, Mr. Chairman, that this involves an REA 
project in my home county, and one that I was instrumental in or 
ganizing about 13 or 14 years ago. The area involved is included i 
Niobrara County, Wyo., which i is my county, a little in Goshen County, 
Wyo., a little in Converse County, Wyo., and another major portion 
in northwestern Nebraska near Senator Griswold’s home town. 

Senator Griswotp. And I might say in which county I was born. 

Senator Corpvon. What is the name of the project ? 


NIOBRARA ELECTRIC REA 


Senator Barrett. It is the Niobrara Electric REA. 

This project, Mr. Chairman, has been growing by leaps and bounds. 
There is no private industry involved. The only source of power that 
we have is from the REA that negotiates with the Bureau of Reclama 
tion, gets the power from the Guernsey Dam, and particularly from 
a substation at Glendo, Wyo., about 40 miles from Lusk. 

The Bureau of Reclamation sends its transmission line from Glendo 
to Lusk and from there on the REA takes ahold and delivers the 
power to the farmers. 

You can see from this map I have here that it reaches throughout 
our entire county, a distance of 90 miles north and south, it goes down 
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into 2 counties in northwestern Nebraska, and covers a tremendous 
area. 

Now, our particular problem is this: That when the REA was 
organized, they built a small transmission line, Glendo to Lusk, of 
34.5 kilovolts. That is just about half as large as it should be. It 
should be twice as large. This item in the bill that we are interested 
in comes to a total of $140,000 and it is for the purpose of doubling 
that line. 

Senator Magnuson. Doubling the c apac ity of it? 

Senator Barrerr. The capacity of the line. The line will be used 
more just as a matter of making it adaptable to that and they can 
send twice as much power over it. 

Now, I may say to you, Mr. Chairman, that the difficulties these 
people find themselves in are oceasioned by reason of the fact that 
they took over a part of some of the work the Bureau intended 
do a year ago, and the money was approp riated for it, and conse 
quently, the deal that they m: ide is conditioned now upon getting this 
money. 

COST OF MANVILLE TO LANCE CREEK LINE 


I would like to explain to the committee that the line from Man 
ville to Lance Creek, a distance of about 20 miles, cost about $170,000 
and because of the fact that the REA needs this more powerful line 
from Glendo to Lusk they agreed with the Bureau a year ago that 
they would construct the line from Manville to Lance Creek at a 
cost to themselves of $170,000 if the Bureau doubled the capacity 
of this transmission line from Glendo over. They have carried out 
their agreement and constructed the line from ee to Lance 
Creek, and in the meantime the mone y was appropriated a year AZ0, 
$170,000 by the Congress to do the very work that the RE x did, 
it has not been expended of course, because the REA did the he 
Now we find ourselves in the position where they came back for 
authority to use that same money. 

Senator Corvon. Why did the REA do the work if Reclamation 
had the money to do it? 

Senator Barrerr. Because the business had expanded so many times 
that they needed this other line from Glendo to Lusk, they needed 
to enlarge the facilities from Glendo to Lusk so they could serve all 
these people. It was wholly inadequate. And the Bureau said, 
“If you people will build this extension, Manville to Lance Creek, 
we will get authority from the Congress to double our line from 
Glendo to Lusk.” 

Senator Corpvon. Is the line from Glendo to Lusk a Bureau of 
Reclamation line at the present ane 

Senator Barretr. That is right, it is, but it 1s inadequate. 

Senator Corpon. When you increase its ¢ apacity, I assume you want 
to bring it up to 69 kilovolts? 

Senator Barrerr. 69 kilovolts. 

Senator Corpvon. When you do that, the whole distance will be a 
single Bureau of Reclamation item ? 

Senator Barrerr. That is right. 

Senator Corvon. You will not have it part REA and part Bureau? 

Senator Barrett. No, that is all Bureau. 
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Senator Griswotp. It is delivered to the REA at Lusk. 

Senator Magnuson. And you tap it at Lusk? 

Senator GriswoLtp. That is right. 

Senator Magnuson. That is the end of the transmission 
Lusk and from there on you take it? 

Senator Griswoip. That is right. 


ELIMINATION OF FUNDS FOR NEW TRANSMISSION LINES 


Senator Corpvon. I cannot understand this not being approved. | 
cannot understand the exclusion, why they excluded it and why th 
did not include it. 

Senator BARRI rh% Nor can I. because it is sin ply a food busine 
arrangement. I can have these other gentlemen, Mr. Mumby, who 
the attorney for the company, and Mr. Craig, the operator of the REA 
speak on it. 

Senator Cornon. The House stated that the committee eliminate: 
all funds requested for new transmission line starts in the fiscal y 
1954 for the Missouri River Basin project. The action has been tal 
to provide time for the Secretary to restudy it and report on the 
gional power program. 

That may be the wisdom of that, and assuming it is a wise thing t 
do, the fact still remains that wit] respect to this program, which 
wholly local and partially completed, its completion would be a matter 
so wholly local as to have no relation to the complete program of th 
Missouri Basin. 

Senator Barrerr. That is correct. 

Senator Griswotp. It is to increase the capacity which is insuffici 
now, 

Mr. Mumry. I am W. E. Mumby, Harrison, Nebr. I am attorney 
for the Niobrara Electric Association, and, Mr. Chairman, T have pre 
pared a written statement setting out the details. I will not take 
your time with that this afternoon. 

Senator Corvon. If you desire, we will have the statement incor 
porated in the record, the whole of it, and you may highlight it. Th 
statement will appear in the record at this point and you may add 
anything you care to. 

(The statement referred to follows :) 


STATEMENT OF NIORBRARA PneCrric ASSOCTATION, INC., oF LUSK, WYo., IN SUPPORT 
OF THE APPEAL FOR RESTORATION OF FUNDS—BUREAU OF RECLAMATION 


Suhbitem under the Missouri River Basin transmission division: 

Glendo-Lusk 84.5 kilovolt transmission line and related substations ($148,333) 

This memorandum is respectfully submitted by the Niobrara Electric Associa 
tion, Inc., of Lusk, Wyo., an REA cooperative. in support of the appeal for 
restoration of funds by the Bureau of Reclamation in connection with the It 
terior Department appropriation bill for the fiscal year 1954, and particularly) 
with reference to the subhitem under the Missouri River Transmission Divisior 
dealine with the Glendo-Lusk, Wyo., transmission line and substation at Lusk 
involving $148,333 

The Glendo-Lusk transmission line is approximately 36 miles in length and 
furnishes nower to the association and also to the town of Lusk Located at 
Lusk are 2 substations. 1 used for power distributed over the town of Lusk dis 
tribution svstem and the other, a temporary substation, used for the power dis 
tributed over the lines of the association 

The association serves at the present time parts of four counties in Wyoming 
viz, Platte, Goshen, Converse, and Niobrara, and in Sioux and Dawes Coun 
ties, Nebr. 
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arms and ranches, 50 pet t to re | e n » large pow 
d commercial uses rive all to \ ning. vy one of wh 
orporated are served, and the associ: acquired the distribution system of 
town of Harrison in Nebraska. 
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of line losses due to overloading. As { sult of the conversi 
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of power. At the same time the association would be selling more p 
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Respectfully submitted. 
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TEMPORARY SUBSTATION AT LUSK TERMINAL 


Mr. Mumsy. When this transmission line from Glendo to Lusk 
was constructed by the Bureau, a temporary substation at the Lusk 
terminal was constructed. It was considered at that time and has been 
considered by all of us at all times to be a temporary station, and 
that a permanent larger station would be constructed whenever the 
needs of this REA district justified it. 

We have reached the point where this substation has now reached 
its capacity, and it is the opinion of the association by the end of the 
fiscal year 1954 it will have reached its capacity. 

The rapid growth of this district is occasioned largely by the devel- 
opment of ground-water irrigation from the Niobrara River Valley 
in Nebraska and the Cheyene River Valley in Wyoming. 


CAPACITY OF WELLS 


Senator Haypen. How far do you have to go down for water? 

Mr. Mumpy. About 120 feet. Some are shallower than that in 
some areas. The capacity of the wells varies from 500 gallons per 
minute to 1,500 gallons per minute. 

There is no competition in this area with any private utility, any 
pub lic-power district, or any other organization furnishing power. 
The only source of power for our association is Bureau power. And 
as far as we know there never will be any other source. 

The growth of this association in kilowatt-hours sold is shown in an 
exhibit atached to the statement which has been made a part of the 
record, but I might state that in the year 1953 we will have sold five 
times as much power as in the year 1950. 

The year 1953 will be about almost double last year. 

Senator Barrerr. You antic ipate that 1954 will be double 1953: 
is that right ? 

Mr. Mumpy. Yes, sit 

Senator Magnuson. You have got to anticipate that on the use of 
power. Without new users, you are going to have that problem, be- 
cause we find that in a 10-year period it pretty near doubles. 

Mr. Mumpy. Without any expansion of lines whatever on the part 
of the association we will have far exceeded the capacity of this Lusk 
substation and the transmission line by the end of this fiscal year. 


OBLIGATION TO GOVERNMENT 


Now, it puts us in the position of having been urged by REA and 
by the Bureau to sell more power and we thought we had done a pretty 
good job of it and now we find ourselves having to apologize to the 
consumers for not being able to continue with it. Now, we owe the 
Government about $2,200,000, and of course the satisfaction of our 
debt requirements are based upon our ability to expand. And if our 
power is curtailed, or even kept the same, we are apprehensive of being 
able to meet these larger debt-requirement payments in the next few 
years when they become heavier. 

In addition to the needs of the association, the Bureau advises us 
that it will also save them about $5,000 a year in excessive line losses 
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because of this terrifically overloaded line at this time, that a lary 
line would be more economical to operate. 

That is our story, It is not a very long one. We just need a 
larger facility there to keep on going. 

Senator Corvon. I think it is perfectly clear. 


TYPE OF IRRIGATION 


Senator Haypen. What type of irrigation are you using the 
spray water or what? 

Senator Griswoip, It is mostly gravity irrigation. There is some 
spraying. 

Senator Haypven. Spraying does not require the land to be level; 
does it? 

Senator Griswoip. That is right. You avail the cost of leveling 
In the Niobrara River Valley, most of that is fairly level land; is it not / 
Mr. Mumpy. Yes. I might say it is light and sandy type. qT 

spray type of irrigation is just now being developed. Prior to t] 
time it has been gravity, but with the power that we now have drailable 
they can use larger motors and there is more spray equipment going in 

Senator Haypen. The effect of spray irrigation is that it does not 
require as many acre-feet of water per year because you apply it just 
on the crop. 

Senator Grisworp. There is not the wastage. 

Senator Haypen. The water goes further. 

Mr. Mumey. Our manager, Mr. Craigh, is here, if you are interested 
in the specific figures of power sales and what we can get. 

Senator Magnuson. Do you use aluminum pipe? 

Mr. Mumpy. Yes. 

Senator Barrerr. The Bureau advised me that if they get tl 
additional appropriation here for this line, in addition to the savir or 
from the loss of power, it will permit them to dispose of more power 
and make their mvestment whole on the line that they have already 
constructed. So I would think that all the way around, both for the 
users in our country and for the REA and for the Bureau of Reclara- 
mation that this is just sound business to complete a job that is 
practically completed at this time. 

Senator Magnuson. Then as we understand it, if and when this is 
all done you are all through? 

Mr. Memry. That is right. 

Senator Barrerr. They might make some extensions out there a 
little bit. 

Senator Corpon, $428,810 more to be expended for some purpose, 
plus whatever mop-up you have got, assuming the original cost. 

If you have the power where you have got to have it, you will have 
an adequate substation, and the rest of it is your chore to distribute it 
and collect the money. 

Senator Barrerr. Yes, si 

Senator Corvon. Thank you. 

Senator Barrerr. Thank you very much, Mr. Chairman. 

Senator Corpon. Now, we will come to the Southwestern Power 


Administration, Mr. Chalender. 
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BOARD OF PUBLIC UTILITIES, SPRINGFIELD, MO. 


STATEMENT OF CHARLES L. CHALENDER, SECRETARY 


PREPARED STATEMENT 


Mr. CHALENDER. If it please the committee, the statement I have 
made has already been filed on behalf of the Board of Public Utilities 
of Springfield, which l presume will be made a part of the record 

Senator Corpon. It will be made a part of the record and your oral 
statement will follow it. 

(The statement referred to follows:) 


STATEMENT OF DGoarp or Pusiic UTILITIES « 
I> 


Support OF REQUEST OF SOUTHWESTERN POWER 
APPROPRIATION 


In March 1945 the city of Springfield, Mo., purchased the electric, gas, steam 
heating and bus transportation utilities serving the city and suburban territory 
adjacent thereto, which have a population of approximately 90,000 persons 
These municipally owned utilities are operated by a board of public 
appointed by the mayor and approved by the city coune 

The city of Springfield has had a steady and uninterrupted growth over a 
period of several decades, and the municipally owned electric system has ex 
perienced rapid growth and expansion since purchase by the city in March 10945 
The number of customers served by the electric system has increased from 22,148 
in 1945 to 31,172 at the present time, and the peak system demand has risen 
from 18,100 kilowatts in 1945 to 31,900 kilowatts now, an increase of more than 
76 percent during the past S years. 

lo supply the electric energy and power needed for the city’s electric systen 
the board of public utilities has no generating Capacity or source other than 
an old steam powerplant which has an installed capacity of about 24,500 kilo 
watts but a firm generating capacity of only 12,000 kilowatts, which is onh 
37 percent of the peak system demand. The remainder of the city’s power! 
requirements must be obtained by purchase from high-voltage transmission 
lines. 

At the present time all of the city’s power requirements other than th 
erated at the city’s plant is supplied by Empire District Electric Co. of 
Mo. Under the terms of the wholesale power contract between the 
Springfield and Empire District, the city is required to pay a demand ¢ 
of $1.95 for each kilowatt of billing demand during “onpeak hours” and an energy 
charge of 5 mills per kilowatt during “peak hours” and 3 mills per kilowatt 
during “offpeak hours.” In addition, there is an onerous fuel adjustment clause 
which has increased materially the cost of power purchased from Empire Dis 
trict. When this wholesale power contract was negotiated with Empire District 
the city had no other prospective source of power in the near future, and Empir« 
District refused to modify its rate demands which the city of Springfield then 
thought, and still believes, to be exorbitant and unreasonable. In other words, 
the city simply was in such position that it had to purchase wholesale power 
from Empire District, as that supplier well knew, and Empire District, to put 
it bluntly, took advantage of the situation 

As indicative of the heavy financial burden and penalty which this wholesale 
power contract with Empire District has imposed on the city of Springfield 
and the 90,000 persons served by its electric system, the electric energy generated 
by the city at its plant during the year ending March 81, 1953, cost the city 
an average of approximately 4.87 mills per kilowatt-hour while the electric energy 
purchased from Empire District during the same period cost the city an average 
of approximately 10.08 mills per kilowatt. Thus, the cost of power purchased 
from Empire District is more than double the cost of power generated by the 
city at its own plant. If Springtield’s old generating plant had failed and if 
Springfield had been compelled to purchase under its contract with Empire 
District all of the city’s power requirements during the past year, the city’s 
power costs would have been more than $500,000 higher than they were. 
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In a telegram from Mr. D. C. McKee, president of Empire District, inser 
at page 4183 of the record of proceedings in the House of Representatives 
April 28, 1953, it was represented to the Congress that— 

“Under the wheeling contract between the companies and SPA, which is 
being negotiated, Springfield can be supplied Government hydropower « 
Empire's transmission system without the use of the continuing fund.” 

However, whether Empire District could or could not supply all of the po 
requirements of the city of Springfield over Wmpire’s transmission syst 
is only part of the picture and only one element of the city’s problem, 
ignores completely the all-important factor of cost. As the foregoing fig 
show, the cost of wholesale power supplied by Empire District is more t} 
double the cost of power generated by the city, and likewise much more th 
would be the cost of wholesale power supplied by Southwestern Power Admin 
tration either under its existing rate schedule or its proposed rate schedulk 
Our understanding is that the 12 private power companies in the Southwest: 
area now refuse to sign the proposed contract with SPA tentatively negotiated 
apout 1 year ago, and that those private power companies now insist upon pu 
chasing all of the available power at the bus bar, i. e., at the dams where 
generated. The wheeling contract, which Mr. McKee of Empire District and 
his associates now propose and insist upon, would afford no protection whatey: 
to the city of Springfield, a preference customer by law, with respect to the « 
of wholesale power, and the city of Springfield would remain, so to speak, 
captive of Empire District, compelled to pay tribute to Empire District in 
form of exorbitant and unreasonable wholesale power costs. 

With this power supply problem in mind, the city of Springfield has, for mar 
years, supported and urged construction by the Federal Government of hyd! 
electric generating facilities in the White River Basin which would enable 
the city to obtain additional power from that source. Following considerat 
by the Congress over a period of years and at several sessions, funds wer 
appropriated for construction of both Norfolk Dam and Bull Shoals Dam, a 
both of those dams, at which hydroelectric generating facilities have lx 
installed, are now completed and in operation. 

Under date of March 21, 1949, the city of Springfield entered into a wholesale 
power contract with the United States of America, acting through the Admin 
istrator of the Southwestern Power Administration, which provided, among 
other things, that service thereunder would begin ‘‘when the Bull Shoals Dam 
is completed and is placed in commercial operation, and when the necessary 
facilities of the Government and the municipality for the delivery and receipt 
of power and energy hereunder are completed and ready for use, but not later 
than the Ist day of July 1954.” Since execution of this wholesale power contract 
with the Government, the Congress has, from time to time, continued to appro 
priate funds to Southwestern Power Administration for construction of such 
transmission and substation facilities as would be required to enable the Gov 
ernment to fulfill its obligation to the city of Springfield under this wholesale 
power contract; and, with such funds appropriated from time to time by the 
Congress and other Federal funds loaned to REA cooperatives, high voltage 
transmission lines from Bull Shoals Dam to the city of Springfield have been 
completed and are ready for operation, Southwestern Power Administration 
has constructed a substation near the South boundary of the city of Springfield 
and SPA will be in position to supply power to the city of Springfield within the 
next 30 to 45 days and before the end of the current 1952-53 fiscal year, in 
compliance with the Government’s contractual obligation 

In order that the city of Springfield might be able to take and utilize wholesale 
power to be furnished under its power contract with the Government, the city 
of Springfield has, during the period of more than 4 years since execution of 
said contract in March 1949, spent the aggregate sum of approximately $300,000 
in installation of transmission and substation facilities. This sum of about 
$300,000, which represents a substantial outlay of cash on the part of the city 
of Springfield and its municipally owned electric system, has been invested by 
the city in reliance upon the integrity of the wholesale power contract between 
the city and the Government, and in anticipation that, as is stated in that contract, 
wholesale power service under said contract “shall begin when the Bull Shoals 
Dam is completed and is placed in commercial operation, and when the necessary 
facilities of the Government and the municipality for the delivery and receipt 
of power and energy are completed and ready for use.” 

Your decision on this matter will involve literally millions of dollars for the 
city of Springfield. Our present contract with Empire District is so designed 
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that increasing demands result in higher demand charges to the end of the 
term of the contract, which is December 31, 1959, irrespective of whether or not 
the increased demand is or is not actually delivered and used by the city through- 
out the contract term. Failure of the Congress to permit Springfield to receive 
service from SPA during the coming fiscal year, will under this vicious demand 
clause in the contract with Empire District, result in added payments of over 
$440,000 by the city for 1 year’s load growth only. 

The Congress may be interested in knowing that, in an effort to improve and 
safeguard the power supply for the municipal electric system in Springfield, 
the city council and its board c* public utilities have, on 2 occasions within the 
past 4 years, submitted to the voters of Springfield proposals for the issuance 
of bonds to construct a modern steam generating plant in Springfield. Both 
of those bond proposals have heen defeated, largely by reason of the fact that 
opponents have argued, and a majority of the citizens have believed, that whole- 
sale power from Bull Shoals Dam would be made available to the city under 
the contract with the Government executed in March 1949. Thus, not only has 
the city made substantial cash investments in order to receive power under this 
contract with the Government but also voters of the city have been led to reject 
proposals for construction of a modern generating plant which would have 
afforded relief from the exorbitant power costs under the city’s contract with 
Empire District, by reason of reliance upon the integrity of the city’s power 
contract with the Government and in the understandable belief that transmission 
and substation facilities then in the process of construction would be completed 
and put into operation rather than abandoned. 

Although wholesale power service under the city’s contract with the Govern- 
ment will become available within the next 30 to 45 days, we understand that, 
if the continuing fund of the Southwestern Power Administration is not in- 
creased substantially above the $150,000 allowed by the House of Representatives, 
it will be impossible for SPA to fulfill the contractual obligation of the Govern- 
ment under its wholesale power contract with the city of Springfield, and that, 
although Bull Shoals Dam has been completed and is in operation, and although 
all necessary facilities for delivery and receipt of power under the existing 
contract are completed and ready for use, wholesale power service to Springtield 
cannot be continued after the close of the current fiscal year and the city thus 
will be denied the additional power which it has sought for so many years and 
which is so urgently needed. 

On the face of it, there could be no governmental economy in failing or refusing 
to provide sufficient funds for use of transmission and substation facilities already 
constructed and now ready for operation. On the contrary, good business judg- 
ment and plain common sense would seem to indicate the propriety and de- 
sirability of making full use of facilities already constructed and of providing 
sufficient funds for operation of those facilities during the next fiscal year, so 
that the Government may begin to receive, by payments under the city’s power 
contract with the Government, revenue from the investment already made by 
the Government not only in Bull Shoals Dam but also in the transmission and 
substation facilities heretofore constructed and provided for service to the city 
of Springfield. There is the further consideration that, from a moral stand 
point, the city of Springfield and its inhabitants believe that the Government 
has an obligation to fulfill and carry out the contractual arrangement into which 
the Government, acting through one of its authorized agencies, and the city 
entered in March 1949, and on the strength of which the city of Springfield has, 
in good faith, made a substantial expenditure of public funds 

There has been much talk about duplication of existing facilities of private 
power companies by agencies of the Federal Government. If the city of Spring 
field is denied wholesale power under the existing contract between the city and 
the Government, exactly the reverse will be true in this situation, i. e., private 
power companies will have to duplicate existing facilities owned by the Govern 
ment in order to supply the future power needs of the city of Springfield. If the 
Government’s transmission and substation facilities, which already have been 
constructed, are not used to supply Springfield, Empire would, in the near future, 
be forced to make major improvements and additions to its transmission and 
substation facilities to supply adequate power service to Springfield, all of which 
would result in duplication of facilities, additional investment for service to 
Springfield, and unnecessarily higher and more exorbitant power costs to the 
90,000 persons served by Springfield’s municipal electric system. 

In conclusion, we urge upon this committee that sufficient funds be appro- 
priated and provided for operation by Southwestern Power Administration of 
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the facilities already constructed and owned by the Government, in order 
the city of Springfield may receive power so urgently needed by it from B 
Shoals Dam, which is in operation, and over high-voltage transmission lin 
which are ready for operation, and through a substation at the very city lim 
of Springfield, from which the city will, in fact, begin to take power within 
to 45 days. We respectfully, but nonetheless earnestly, insist that any oth¢ 
course of action by the Congress will constitute repudiation by the Govern: 
of an existing contractual agreement, which cannot be justified on any financi 
business or moral basis. 

Mr. Cuatenper. I am Charles L. Chalender, secretary of the board 
of public utilities, Springfield, Mo., a bipartisan nonsalary board of 
six citizens appointed by the mayor and city council to perform thx 
public duty which becomes rather hard at times in the operation of the 
municipally owned electric and gas transportation and steam heat. 


POPULATION 


Senator Corvon. What is the population of Springfield ? 

Mr. Cuacenpber. 72,000 officially inside of the city limits. 

Senator Corpon. Does your operation go outside of the city? 

Mr. CHALENDER. Approximately 8 miles in all directions from 
Springfield. It has some rural. At the time of acquisition, the old 
company operated outside of the city and the State legislature author 
ized the board to operate within the territory at the time of acquisi 
tion, so we legalized our operation. 

To make this very short, I am going to try to conserve it, because 
I know you gentlemen are very busy. I have been up here several 
times and I sometimes wonder how you get anything done. 

Senator Corvon. We wonder about that too. 


TRANSPORTATION OF POWER BY SPA 


Mr. Cuatenper. We are very much interested in the transportation 
of power by the Southwestern Power Administration. About 1941, 
us I remember it, the Congress approved Bull Shoals and Table Rock 
Dam on the White River in Missouri and northern Arkansas. 
Subsequent to that time, the Southwestern Power Administration was 
set up with authority to contract with, among others, municip: p ties. 

A line has been built from Mansfield, Mo., to Springfield, and then 
on to Carthage to the west. A substation has been practically com 
pleted at the southwest corner of the city of Springfield, from which 
Springfield thought it was going to get some power. 


LOCAL EXPENDITURBS 


Relying upon the actions of Congress, the city of Springfield water 
and utilities has spent in the neighborhood of $300,000 in constructing 
a substation and 71% miles of line from that substation into the power 
house in the center of Springfield. Now, $300,000 is a lot of money 
to Spring ‘ld. I know you gentlemen deal in much larger figures. 

Senator Corvon. You mean officially. 

Mr. CHALEeNpeR. But to us it is a considerable amount of money. 

Now, I was up before this very committee some 2 years ago, I be- 
lieve, at the time this same matter was up, and I told you at that time 
that Springfield did not expect to dump all of its problems in the lap 


of this committee and expect you to solve them for us; that we in- 
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tended to ask for a bond issue to build a steam plant at Springfield to 
supplement our power. 


OBSOLETE STEAM PLANT 


Now, we have an old steam plant of around 17,000 to 18,000 ca 
pé acity. The biggest gene rator 1s some 35 years old. It is what you 
might eall an onaoléte steam plant. In good faith, I told this com 
mittee that we intended to try to pass a bond issue to build this plant. 

We did, shortly thereafter, submit to the voters a bond issue to 
build a 20.000 kilowatt capacity plant. There was some opposition 
to that, and for what it is worth, I might say that certain handbill 
were put out by a so-called citizens’ committee, which says 
other things this: 


Don’t be scared into voting a huge ‘am plant debt. SPA 
United States o America. Utilitie ! S Intimating that 
ees with drama Do vou? 


contract is not good. Communist Rus 


Now, you can call us hillbillies and we will invite you to dinne 
but we do not like to be put in the same Class with Communists. 


Now. J do hot know who the « izens ommittee were, out | do ot 
} 


it 
cure. ‘| he people of Springfiel qa turn ed down our boi cl issue mal i! 


on the ground that we had a contract with Southwestern. be e Gov 
ernment was building Bull Shoals at that time, there w: 
power down there, and when we intimated that that mig ot get 
there, it put the board in a rather bad light. 

There were other advertisements to the same effect that appeared 
in the papers. As to who paid for them, I do not know, but it cost 
considerable money and they were all to the same effect. 


FAILURE OF BOND ISSUES 


Now, that bond issue failed and subsequently a second attempt was 
made to vote bonds to build this plant. My position was this, in 
fairness to the Interior Department: The contract which we entered 
with them for a 10,000 kilowatt capacity had a provision that it was 
contingent upon the Congress appropriating the money to construct 
the line by a certain date, and to appropriate the money to carry 
out this contract. 

Otherwise, we might have a claim in the Court of Claims. 
fairness, the Southwestern did not promise absolutely, so the 
on that condition, in speaking on this proposed bond iss le, pul 
in—that it was contingent—but the people took the position tha 
were doubting the word of the United States of America. 


HOUSE REMOVAL OF CONTINUING FUND 


I am not one of these “I told you so” boys; I am too much interested 
in the welfare of Springfield. But today as we sit here the House 
committee has cut out the continuing fund without which the Govern 
ment will not carry out its contract, and a will be a number of 
vastly disap sointel and disillusioned people in southwest Missour! 
who have looked forward to getting Bull Shoals power, depending 
upon the integrity of the Congress, pen while legally, perhaps, t 
are not bound, certainly they are morally bound after the lines 


82224—i52—pt. 2 0 
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been completed and the thing is all ready to close the switch and t: 
start selling power to Springfield. 

Now, we have heard that this is a matter of economy. I do not 
know what kind of economy they have in Washington, but it certainly 
is a little different from what we have in Missouri. Here is the Gov- 
ernment which has spent a million dollars, I am told, for the sub 
station at Springfield, probably a million and a half dollars on th 
line from Mansfield through Springfield to Carthage, where th: 
REA’s have borrowed money to build from Bull Shoals north to 
Mansfield and on north into Missouri, and the Northwestern Coopera 
tive has built its line to the west of Springfield and will hook into 
this substation, and with it all ready to throw the switch the Govern 
ment has an investment there. All in the world they have to do is 
close the switch and start collecting money. 

Senator Corpvon. It is not quite that simple; is it? 

Mr. Cuatenver. With the continuing fund; yes. 

Senator Corpon. As a matter of fact, the Bull Shoals power could 
not be delivered in the form in which it is generated at Bull Shoals 
to give you what you need; could it? 

Mr. CHaALenvDER. Well, it comes up to this substation at the corner 
of Springfield. 

Senator Corpnon. It must be integrated with steam power in order 
to get firm power for your use; must it not? 

Mr. Cuatenpver. No, they have a certain amount. We are buying 
firm power at 10,000. In other words, there is no steam necessary 
there. 

Senator Corpon. Does it have 10,000 firm power around the year 
at Bull Shoals? 


Mr. Cuatenver. That is my understanding—more than that, yes. 

Senator Corvon. To my memory, the trouble right now is from the 
fact that there is a question which must be resolved by the courts 
in that area as to whether those who claim to represent the Govern- 
ment were within their power or without it in the contracts that 
they made. 


LEASING ARRANGEMENT WITH CENTRAL CO-OP 


Mr. Cuarenver. There is one situation, the line from Bull Shoals 
to Mansfield is owned by the Central Co-op. That was to be a lease 
arrangement of the Southwestern with the Central Co-op. Now, 
this continuing fund is the cash working capital with which they 
would pay rent. Of course, if they declared the contracts legal and 
they haven’t any continuing fund, they still cannot get it at Springfield 
because they have got no working capital. It seems to me it is kind 
of like a man who rents a store building and fills it full of goods and 
then will not open the door to let the customers in to buy, or it 
is like the man who refuses to put change in the till with which to 
change the money that the customers bring in to buy goods with. The 
continuing fund is not to spend; it is working capital in the business. 

We are in this situation: Because of the action of the Congress 
we got our bond issue beat, and for the year ending in March of 1953 
with this old steam plant, unfortunately or fortunately—it is prob- 
ably unfortunate—we know what it costs to make power in an old 
obsolete steam plant. If we did not know, we might go ignorantly 
on our way and not know what was happening. For the year ending 
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in March of 1953 we made prac ‘tically two-third of our requirements 
in this old steam plant at a cost of $510,000. We bought one-third 
from the Empire District Electric Co. of Joplin, and it cost us $583,000. 
Or in mill figures, the production cost at our plant was 4.98 mills, and 
for March of 1953, the same month, our purchased power cost us 
10.30 mills. 

NEW INDUSTRIES 


Now, on the belief of this Government contract the Lily Tulip Corp., 
which manufactures paper cups, came into Springfield and were told 
that Bull Shoals was being completed and we had a contract and 
power would be available. They built a $3 million plant there to man- 
ufacture paper cups. The Kraft C heese Co. came into Springtield, 
and they are now building about a $2 million cheese plant. Cer- 
tainly, they did not come in to spend on our old obsolete steam plant 

Senator Corpon. What are you doing to get that 4.98 mills 

Mr, CuHaLenver. We have a very efficient operating force that are 
doing wonders with that old plant. That is taken from the market 
report that we get out. That has been a very successful operation. 
Now, on the combined operation I might say this, that the city has 
owned it 8 years. Under the Holding Company Act the traction com 
pany had to sell it and the city stepped in and bought it. They paid 
$6,200,000 for it and floated revenue bonds for that, and we have made 
practically a million dollars a year, after reducing the electric rates 
some $360,000 a year on the then volume. In the 8 years it has 
doubled, so on the present volume it would be about a $720,000 re 
duction. We took $160,000 a year off the gas rates, and that volume 
has also doubled. In spite of that we have made over a million dollars 
a year. Now, I cannot see where we are going to be able to get along 
buying all of our power at 10.30 mills. The average for the year was 
10.08 mills, and our average annual production cost for that previous 
year is 5.19 mills. 

We have an old obsolete plant, and a new plant will make it for 
half what the old plant will. The fuel cost on the modern machinery 
is half as much. Now, certainly, no company is entitled to a 100 per- 
cent profit in a monopoly business where the assets do not deteriorate 
very rapidly. 


PURCHASES FROM EMPIRE DISTRICT 


Senator Corpon. From whom are you buying? 

Mr. Cuatenver. Empire District at Joplin, Mo. 

Senator Corpon. A private utility ? 

Mr. Cuatenpver. A private utility, yes. They used to belong, I 
think, to Cities Service. There was some kind of a separation. 

Senator Corpon. Is that delivered in Springfield ? 

Mr. CHALENDER. Yes. 

Senator Corpon. How far is that from Joplin? 

Mr. CHatenper. It is 60 or 70 miles. 

Under our contract they required us to keep 12,000 firm in our plant. 
They will give us over that, and I think it is limited to one and a 
half times the billing demand, or something like that. We are in 
a situation where this board for the benefit of Springfield is going 
to have to do something. When our power plant bond issue was 
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defeated, we fell back hoping that this thing would turn out all 
right and that we would get some relief. If our old plan held w 
and we had to buy this from Empire, it would add half a millior 
dollars to our power rates. 

Senator Magnuson. How do they produce the power, by steam / 

Mr. CHALenver. By steam, and this power site dam at Forsyth, Mo 

Senator Magnuson. Owned by them ‘ 

Mr. Cuatenver. Below the Table Rock and above the Bull Shoals 
I do not know what the capacity of that is. They produce some hydro, 
but most of it is a steam plant over west of Joplin, and they burn gas 
and coal. We take gas over the same line they do. A year or two 
back they got a better rate on gas than we got from the ¢ Nities Servict 
Pipeline Co. 

Now it does not look to me like it is good business for the Govern 
ment to have gotten this far and invested the money and e xpect every 
body to pay bac k with interest and then cut off the very means which 
would insure the completion of their contracts and re payment of the 
money. Itis kind of like a man who loans a man money to buy a house 
and then goes down to the employer and gets him canned so he has no 
way to get the mortgage paid off. 

Senator Magnuson. What if we canned you, what would you have 
to do, try,another bond issue ¢ 


BOND ISSUE 





ALTERNATIVE 

































































Mr. Cuarenper. We would have to try it, sir. I do not know, it 
has been tried twice, and people jus st will not believe down there 
that the Government is not going to carry out the contract. 

Senator Cornon. The trouble is they will not believe the contract 
They insist on the contract that is in their minds, not the one in 
writing. 

Mr. Croatenper. In effect that is true. Then the board has pointed 
out that this is a unilateral contract in effect, we agree to take, they 
do not guarantee to deliver. The trouble is making the ordinary 
fellow understand when it is signed by the United States of America 
because they have all the faith in the world in this Congress, and 
how are you going to go out and tell them differently? I tried it. 
T made 3 to 4 speeches a day for 24 solid months, and it took a lot 
of money out of my own business because they knew Bull Shoals 
was going to be completed, and they were going to get the power. 

I do not know, you say another bond issue, we have to do some 
thing. 

Senator Magnuson. Yes. How much does this involve? 

Mr. Cranenver. As to this particular thing I cannot tell you. The 
total for the continuing fund of the Southwestern which involves 
other considerations besides Springfield is $3 million. I think the 
Truman budget was $500—something, and the Eisenhower budget 
was $3.5 million. 

Senator Maanuson. This is just a part of it? 

Mr. CHarenper. This is a part, just enough if they could get it 
from Bull Shoals to Springfield. Now we think the others ought 
to get it, too, but they ought to be here to speak for themselves. 

Senator Corvon. If there is enough power in Bull Shoals to give 
you what you contracted for—— 
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Mr. Cuatenver. My understanding is that there is. That is a mat 
ter that probably the engineers should answer rather than a lawyer, 
I am not sure about that. I have seen what the power is, but as to 
how much their other contracts are I do not know, and perh: ips South 
western should give you that information because | might misinform 
you, and [ would not do that intentionally. 


USE OF PRESENT LINE FROM BULL SHOALS TO SPRINGFIBLD 


Senator Corvon. Let me ask you something on which you are 

familiar. If there is a line from Bull Shoals to Springfield now 
which is not owned by the Government but which was built with 
Government money for some public power entity, either public utility, 
REA district or a cooperative or something of that sort, and that 
line could be energized and power brought from Bull Shoals to 
Springfield, what would prohibit Springfield and the Southwest 
Power Administration from making an arrangement—I am leaving 
out all of this problem that is in the courts, 1 am just trying to help 
vou solve your problem if you do not get continuing funds. 
* Jt seems to me that if the power is at Bull Shoals, and if the line 
does extend from Bull Shoals to Springfield, the mere matter of a 
continuing fund should not stand in the way of your getting your 
power, you are going to pay for your power when you get it. The 
money that you pay for power is going to pay for transmitting the 
power. In other words, it is going to pay when you get that line. 

Mr. CuaLenper. Yes. 

Senator Corvon. The difference this time should not be more than 
10 days between the day you pay Southwestern and the day South- 
western pays on the line that is used. Consequently it ought to be 
an operation that can be worked completely outside of this overall 
problem that they are contesting in the courts now, and I hope if the 
situation does devolve to where you do not have the continuing fund 
and whatever this committee may do and whatever the Senate may do, 
[ would hope that you would be in touch with Southwestern in such 
an event to determine what you might be able to do along that line. 

Mr. Cratenper. Senator, I might say this, that as far as Spring- 
field is concerned, of course we want the power, provided it is at a 
proper rate. 

Senator Corpon. Correct. 


CONTRACT WITH EMPTRE DISTRICT 


Mr. CHatenver. Now at the start of this thing when I went on this 
board we saw right away that some source of power would have to be 
gained. We had hoped to make a proper contract with the Empire, 
but we made several trips there, finally they laid the contract down 
and said, “Boys, that is it, sign it or else.” They started out with a 
demand charge of $2.25. Finally they got down to $1.95, and that 
was it. The demand charge was entirely too high, we think. 

My proposition was that even if we signed a contract with Empire 
District, I mean with Southwestern, we ought to keep a contract with 
Empire. But it seems that in place of trying to help us they are 
trying to take us over, and when you get burned once you hesitate to 
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trust a man again. I have lost faith and confidence in the Empire 
District. I think if they would stay down in Missouri and operate 
the Empire District Electric Co. and try to give fair service at good 
rates they would not be worried about losing their customers, “and 
they would not be running up here to Congress s saying, “For God’s 
sake, do not let any of our customers get away.” ‘There ought to be 
a little bit of competition among the power people for the protection 
of the people. 
Senator Corpon. Do you not have a public utility commission ? 


PUBLIC UTILITIES COMMISSION JURISDICTION 


Mr. Cuarenver. They have no jurisdiction over the municipals. 
The Federal Power has some limited jurisdiction. 

Senator Corpon. You are not talking about the municipal, are you, 
you are talking about a private utility ¢ 

Mr. Cuatenper. The private utilities are, yes, but they sort of con- 
sider that the deal between the private and municipal is sort of out 
of their jurisdiction. 

Senator Corpon. You mean that they would hold the rates down for 
the sale from a private utility to a private purchaser but would let 
the sky be the limit if the sale was from a private utility to a 
purchaser ? 

Mr. Cuatenver. I do not know about that. There is not too much 
protection with the public service commission in the case of the old 
company. What started the city to buying this thing is that the 
mayor of the city was opposed to municipal ownership. When he 
went in they checked the reports of the old Springfield Gas & Electric 
Co., and taking it as to its face value, evaluation and expenses, it still 
showed that they were making around $100,000 more than what the 
commission said was a fair rate. They initiated a rate hearing. 
They went oo the committee and admitted that is what the 
report showed, but what of it, they might need a backlog. The mayor 

came in and said they had no representatives, and he said that the 
people had better buy it if they had no protection at all. 

Senator Corvon. You are making a strong argument against State 
government, are you not ¢ 

Mr. Cuatenper. The facts are the facts, and I let the chips fall 
where they are. That was the situation back there. They were asked 
what happens if they make that much more next year, and they said, 
“Our faces may be red,” and there was no relief. The people of 
Springfield are entitled to adequate power at reasonable rates. 

Senator Corpon. That is correct. 

Mr. Cuaenver. And it ought to be reasonable. You do not ex- 
pect anybody to do busines without making a reasonable profit, but 
we do think it is our duty to protect the people against paying an 
unreasonable profit, and that it is our duty to get the power as 
cheaply as we can from whatever source we can. 

Senator Corpvon. All right, sir. 

Mr. CHarenper. That is all. Thank you very much for your 
courtesy. 


Senator Corpon. Mr. Robinson, of Poplar Bluff? 
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CITY OF POPLAR BLUFF, MO. 
STATEMENT OF E. W. ROBINSON, MAYOR 
GENERAL STATEMENT 


Mr. Rosrnson. Thank you, Mr. Chairman and gentlemen of the 
committee. 

Senator Corpon. Mr. E. W. Robinson, mayor of the city of Poplar 
Bluff, Mo., in the matter of continuing fund for Southwestern Power 
Administration. The floor is yours. 

Mr. Ropsinson. Gentlemen, our interest today is in electric gener 
ating and distributing system owned by our city. Our service to 
the people in this area covers many miles of distribution lines within 
the city and on the fringe area of Poplar Bluff. This statement is 
made in the interests of the full appropriation of the continuing fund 
for the Southwestern Power Administration as recormmended by the 
Secretary of the Interior, the Honorable Douglas McKay, in the 
amount of $38,659,000. 


CONTRACT WITH GOVERNMEN 


We have a contract with the United States Government through 
the Southwestern Power Administration, an agency of the Sperl 
ment of the Interior, dated December 5, 1950. The funds have 


been appropriated by Congress for the construction of the necessary 
tie lines and the substation to our city plant. This construction is 


under way and service should be initiated by August 1953. The 
city of Poplar Bluff entered into this contract in good faith with the 
Federal Government through the proper agencies, and we desire to 
have the delivery of this current through Government-owned facilities 
as originally. outlined in the contract. We are aware of the interest 
the private utilities have in this matter as we compete with them 
every day in our city. They have never reduced their rates in our 
city except when forced to do so by the city-owned plant 

Senator Corpon. Do you pay any taxes? 

Mr. Roprnson. No, sir. We give a lot of service to our city, however. 

Senator Corvon. Other than power ¢ 

Mr. Rorsrnson. No, that is principally it. We light the streets and 
furnish lights to the schools, and that type of thing. 

Senator Exxenper. Do you furnish the public bodies also with 
electric light? 

Mr. Roginson. The street light and the libraries and schools and 
that type of thing. 

Senator Corvon. Do you set up a charge on your books so as to 
determine where you are with respect to whether you are operating 
at a profit or a loss ? 

Mr. Roprnson. Yes, sir. 

Senator Corvon. How much of your power goes to public purposes ? 

Mr. Rosrnson. Gentlemen, I have with me the gentleman who is 
the manager of our city-owned plant, and if there are any questions he 
could probably answer them better than I could. 

Senator Corvon. All right. 
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Mr. Rosinson. They have never offered to sell us energy, and if 
they should do so it would only be on the basis of a price that woul 
require a substantial increase in the rates to our customers in the 
city. 

Senator Corpon. Do you know what the cost of generation of your 
power is? 
Mr. Rorrnson. Not exactly. 
Senator Corvon. I will ask the other gentleman. 





Go ahead. 





BENEFITS TO PRIVATE UTILITIES 





Mr. Roprnson. We are not interested in the private utilities securing 
the benefits of the tremendous development in the past few years 
through the expenditure of Government funds. We feel that the 
system as originally designed is fair competition and that the munici 
palities of this Nation as well as the cooperatives have a place in the 
electric power generating and distribating field. Never in the past 
have the private utilities shown any interest in serving the people 
except where the investment involved would return large revenues to 
their company. We are in the process of service to people who ca 
ill afford to have anything added to their budget for daily existence 
at this time. 

Any arrangement to wheel power over private utility lines with 
them dictating the price would be a blow to the rights of the citizens 
of our community to enjoy the benefits of our present rates. We can 
maintain only by the fulfillment by the Federal Government of our 
present contract. 

It seems to me as the representative of the people of my community 
that the change in thinking on the part of a few individuals is 
destined to have a far-reaching social effect on the lives of many 
people and before any change of this nature is made hastily either 
by the Congress or by any agency of the Federal Government all 
aspects of the matter should be carefully weighed. 

Gentlemen, any questions that you may want to ask, Mr. Berryman 
would be glad to answer them pertaining to our rates and that type 
of thing. 

Senator Corpvon. Will you come over, Mr. Berryman? I think we 
need a little added information for the record. 


STATEMENT OF JEROME BERRYMAN, POPLAR BLUFF, MO. 
GENERATING COSTS 


Senator Corpox. What does it cost you to generate your power? 
Mr. Berryman. Our cost is 4 mills, and our overall production 
cost is around 7 mills. if’ 

Senator Corpon. You use coal or gas? 

Mr. BerryMan. We use natural gas at the present time. 

Senator Corpon. Is it a reasonably modern plant? 

Mr. Berryman. We have just completed spending about $1 million 
on it, and we have doubled the capacity, and we have drawn on our 
relationship with the taxpayers for bonds about as far as we could go. 

Senator Corvon. You ought to go up to Springfield and get a 
lesson from those boys, they are generating it at 4.8. 
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Mr. BERRYMAN. They may be a little closer to the gas people. The 
difference is in the load factor, Mr. Chairman. I think they have a 
bigger operation. 

‘Senator Corpvon. It should not make a oreat deal of difference. 

Senator Macnuson. What are comparable rates with private util 
ties in the area ?¢ 

Mr. Berryman. Well, of course, the rates in our town 
the same. 

Senator Magnuson. I meant where there is not 
competition. Does it run around 7 or 8 mills or 10? 

Mr. Berryman. Of course they do not sell it for 
know what they sell it for. The last I had of our own 
when they sold REA it was between 11 and 12. 


RATES 


Senator Corpvon. What is your average rate, sales? What do you 
sell it for, in other words, average ? 

Mr. Berryman. I could not give you that figure, Senator, exactly 
The residential rate I guess an average would be a little over 2 cents. 
Our overall cost is about a cent and a half, you see. You figure your 
administration, your bonds, and depreciation and everything else 

Senator Magnuson. But your domestic rate runs around two? 

Mr. Berryman. A little over two. 

Senator Corpon. You serve public uses in the city with your own 
ower ¢ 

Mr. BerryMan. Yes, sir. 

Senator Corpon. What portion of your total income do you al 
to that purpose ? 

Mr. Berryman. Well, the street lighting, the city hall, library, an 
other public institutions with the yearly additions last year, our 
tribution in lieu of taxes was around $12,000. The actual taxes 
by the private utility that operates in the same city of course 
have only about a third of the business; we have two-thirds, a1 
think the mayor told me their tax was $2,000. Of course they pay 
other taxes. 

Senator Corpon. I am not interested in taxes. You have a plant 
producing electricity ? 

Mr. BerryMan. Yes, sir. 

Senator Corvon. You sell a portion of it to private purchasers, your 
own citizens ? 

Mr. Berryman. Yes, sir. 

Senator Corpon. Another portion of it you do not sell, you furn 
without cost to the city? . 

Mr. Berryman. That is right. 


} 
rocate 


POWER FURNISHED FOR PUBLIC PURPOSES 


Senator Corpon. I would like to know the value of the power you 
furnish for public purposes on some basis so that we can get a com 
parison with respect to the overall charge you make for all your power 
or would make were you selling it all in place of delivering some of 
it to yourselves as a public body. Can you give me some information 
on that ¢ 
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Mr. Berryman. If I had known that I was going to appear, I wou 
have had that information with me. Roughly I will teli you this, 
that last year our gross revenue was around $330,000. We actually 
charged off as a contribution for public bodies around $3,000, a littl 
over $3,000. 

Senator Corpvon. In other words, the power you furnished for fre 
to the public institutions would have brought around $3,000? 

Mr. Berryman. I imagine, yes, sir. It could run a little highe: 
than that, but the main addition in the $12,000 that we make is a 
addition of features, new poles, new lights, re placement, and all 
that, you see. <A private company would have to do the same thing 
You are talking about actual current ? 


EQUIPMENT 





MAINTENANCE 


Senator Corpon. I wanted to get the power factor. The next ques 
tion was going to be do you maintain out of these revenues the whole 
setup of poles, fixtures, and everything? Do you maintain that out 
of your revenue? 

Mr. Berryman. Yes, sir. 

Senator Corpvon. And the overall credit you allow yourself for it 
is $12,000 ? 

Mr. Berryman. Yes, sir. 

Senator Corpon. Are there any other contributions you make out 
of your revenue other than the $12,000? 

Mr. Berryman. Not from the electric department, no, sir. 

Senator Corpon. How long have you had your power and distribu 
tion system ? 

Mr. Berryman. Since 1917. 

Senator Corpon. 1917? 

Mr. Berryman. Yes, sir. I would like to make one statement if it 
is in order, Mr. Chairman. 

Senator Corvon. Surely. 

Mr. Berryman. We believe this competition, we believe in private 
enterprise and the people in our community believe in it. They con- 
tinue to give the private company a franc hise through all these years 
regardless of whether it is good business or not, we both operate there, 
and we operate in direct competition the same as a man competes with 
one store against another. It is friendly competition, and I do not 
think anybody gets unusually upset about it, but we do the best we 

can for whoever we happen to be working for. In my case I work 
for the city. 

Senator Corpon. Are there any other questions, gentlemen ¢ 

I think maybe we had better tie this into the main matter for which 
you came here. Does that map up there indicate your location by 
any chance t 

Mr. Berryman. No, sir. Poplar Bluff, you can see this lake over 
there, and it is about in there. ‘There is a transmission line from 
SPA that comes up through Arkansas to Missouri close to the Arkan- 
sas border, and they have a substation there, and they have tied that 
transmission line into a substation at what they call the Missouri- 
Arkansas Cooperative, a generation transmission cooperative on the 
west side of town. 
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MISSOURI-ARKANSAS COOPERATIVE TRANSMISSION LINE 


The Missouri-Arkansas Cooperative has a transmission line which 
runs north of Poplar Bluff over to Essex or a little closer to Sykes. 

Senator Corpon. How far would that be? 

Mr. Berryman. About 50 miles. Their line is a little less than 3 
miles north of the city plant. They are at present setting the poles, 
stringing the wire for that project. We have on order the necessary 
materials to hook up with the SPA. The reason that this continuing 
fund is involved, Senator, is because the M. & A. is the intervening 
agency, and the Government has to pay M. & A. for the use of their 
lines. The money we pay to the Government will come directly to the 
Treasury. 

Senator Corpon. What is the M. & A.? 

Mr. BerryMaN. Missouri-Arkansas Electric Cooperative with head- 
quarters at Poplar Bluff. 

Senator Magnuson. How much do you anticipate buying ? 

Mr. Berryman. 1,500 kilowatts. Weare going to maintain our own 
plant, and we are just buying peaking power. 

Senator Corpon. The situation is substantially the same as it is at 
Springfield. The difficulty rests in the use by the Federal Govern- 
ment under a lease contract of powerlines, it does not own, is that 
right ? 

Mr. BerryMaNn. That is right. 

Senator Corpon. Thank you very much. 

Mr. Berryman. Thank you. 

Senator Corpon. Mr. W. A. Venissat, mayor of Vinton, La. ? 


CITY OF VINTON, LA. 
STATEMENT OF W. A. VENISSAT, MAYOR 
GENERAL STATEMENT 


Senator E.tienper. This is one of my constituents, Senator. 

Senator Corpvon. Mr. Venissat desires to present a statement also 
I take it with respect to the necessity of the continuing fund in his 
area. 

Mr. VeNnissatT. Yes, sir. I will just highlight this. 

Senator Corpon. You only have two pages. Suppose you read it 
right through. 

Mr. Venissar. All right. 

Mr. Chairman and gentlemen of the committee, my name is W. . 
Venissat. I am mayor of the town of Vinton, La. I am chairman of 
the rate study committee, a committee appointed by the Louisiana 
Municipal Association to study the discriminatory practices of the 
utility companies in Louisiana. 

I have been authorized, empowered, and directed by the president 
of the Louisiana Municipal Association, Hon. Clyde Fand, to repre- 
sent the 222 municipalities in Louisiana before this Senate subcom- 
mittee. 
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DISCRIMINATORY PRACTICES OF COMMERCIAL UTILITY COMPANTES 


There are approximately 31 municipalities purchasing and gen 
rating their power requirements. The practices of the commercia 
utility companies have been discriminatory inasmuch as the who 
sale rates which the towns and cities pay ranges from 9 to 13 mills 
i might add here that the commercial power companies in the Stat 
of Louisiana are offering a rate to the REA cooperatives, a rate of 
5.4 mills, aproximately 117 percent more than what we pay in m) 
hometown. , 

Senator Corpon. Wait a minute. You are paying how much 
your hometown ¢ 

Mr. VentssatT. We are paying 13 mills, sir. 

Senator Corpon. 5.4 mills is the rate offered REA cooperatives ? 

Mr. Venissat. Yes, sir. 

Senator Corpon. All right. 

Mr. Ventssat. This charge is excessive and is not in line with rate 
charged to other concerns operating in Louisiana. 


INTEREST IN SECURING LOW COST POWER 


The municipal association is interested in securing low-cost power t 
distribute to its people. As a result, we have become \ itally interested 
in the Southwestern Power Administration and a type of contract 
between the Southwestern Power Administration and the 12 com 
mercial utility companies operating in the Southwest area. This 
tvpe of contract is patterned after the Texas and Oklahoma contract, 
and recognizes the preference clause of the 1944 Flood Control Act, 
as amended, 

Senator Maenuson. That is what we commonly call the wheeling 
arrangement ? 

Senator Eruenper. That is right. 

Mr. Ventssat. It is my understanding that a draft of contract was 
presented to the Southwestern Power Administration under date 
of April 24, 1953, eliminating the preference clause which would 
automatically elminate the municipalities in Lousisian. 


HOUSE REDUCTION 


T might add here that the House subcommittee around April 15 o1 
thereabouts reduced the appropriation from $3,736,000 down to 
$150,000. Immediately after that action taken by the House sul 
committee, this new draft was offered which would elminate the 
municipalities in the contract, this 12-company contract that South 
western Power was negotiating. 

Senator Magnuson. Why would it elminate? 

Mr. Ventssat. That is what the commercial power companies then 
agreed, and after the action of the House, after they reduced that ap 
propriation from $3,736,000 down to $150,000, why, they said, “We 
will just exclude municipalities.” 

Senator Magnuson. Will not have enough money to handle them. is 
that the story? 5 

Mr. Venissat. Well, the Southwest Power Administration 

Senator Macnuson. That is part of the story? 


) 
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Mr. Venissat. That is correct. 

Senator Macnuson. Just like Old Home Week. 

Senator Corpon. I am not quite certain we can stop it. The flood 
control act does not, it includes, and for the first time with respect to 
the sale of power beyond the immediate customers using it In con 
nection wth reclamation. For the first time in the history of the law 
of this country provided a preference clause with respect to power 
otherwise to be sold commercially, and it includes public bodies. So 
I do not quite understand your statement that your municipalities 
would be excluded. You do not mean to say that the Interior De 
partment has executed such a contract ? 

Mr. Ventssat. I have not made my self clear. 

Senator Corpon. You mean the companies would like t 
kind of contract 4 


CONTRACT EXCLUDING MUNICIPALITIES 


1 


Mr. Venissar. The companies would prefer to get a contract with 
SPA that would exclude municipalities. 

Senator Corpon, I see. All right. 

Senator Magnuson. What do you mean by the draft of the contract ? 
Have you seen a preliminary draft that excludes municipalities? 

Mr. VeNissat. It was presented on the 24th to Mr. Douglas Wright, 
Administrator. 

Senator Corpon. I have here handed to me by our stafi member What 
appears to be such adraft. I suggest that in view of its size we do not 
stop to read it. 

Mr. VENISSAT. There have been some chat ges. It has been r 
drafted since this statement was prepared. 

Senator ELLeENpeER. Mr. Venissat, I wonder if we could clarify a 
situation here ? You Say the fact that the House reduced the amount 
that was asked by the SPA had the effect of doing what 

Mr. Venissat. Had the effect—— 

Senator ELLeNpeR. Of making the utilities less willing to contract 
so as to include municipalities ? 

Mr. Ventssat. That is right, making them less willing to include 
the municipalities. 

Senator ELLenDer. So that if this amount is restored you think 
that the municipalities would be able to enter into a better contract ? 

Mr. VenissaT. Yes, sir. 

Senator ELtenper. All right, let us make that plain. 

Mr. Venissat. You see, the effect, if I could elaborate more on 
this, the effect that this whole thing has is that in the Southwest area 
which you gentlemen are familiar with, it includes all of Louisiana, 
practically all except New Orleans: Arkansas, Missouri south of the 
Missouri River Basin, a portion of Kansas, Oklahoma, and Texas. 
You have a limited amount of hydrogenerated power in your Govern 
ment-owned dams, but those dams do have firming power. 

Now if Southwest Power is in control of the electrical generating 
plants at these dams, why, then they can utilize that if they have con- 
tracts with private power companies. The private power companies 
then can integrate with SPA’s dams, also your generating and trans 
mission, and by that medium you can really get a better power dis 













































1442 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 





tribution throughout the entire area at a very much lower cost becaus: 
we down in Louisiana have no potential dams unless we have a ter 
rible earthquake to upset us. It will give us, if these contracts ar: 
negotiated, a fair and equit able price based on that, we will then be 
afforded a reasonable price for electrical energy down there. 

It would not necessarily mean that each and every individual town 
will be a customer directly for its entire output, not in the least, 
but firmer power will be possible. In my hometown, it is a very small 
town, our peak load is around 450 kilowatts. ‘That comes on between 
4 and 9 o’clock at night. The other hours of the day 150 kilovolt 
amperes may hold the load. I know what the peak demand is. We 
do not have a graph on the average load, but that is my supposition 

Senator Corvon. Do you buy all of your power? 

Mr. Venissat. We buy all of our power. 
Senator Corpon. You own the distribution, too? 


OBSOLETE DISTRIBUTION SYSTEM 








Mr. VenissatT. We have a discarded distribution system that we 
have not had in operation for 20 years. It is obsolete. 

Senator Corpvon. Who distributes the power in your area’ 

Mr. Ventssat. We distribute it ourselves. We buy it for resale. 

Senator Corpon. Then you own the distribution ? 

Mr. Venissat. We own the distribution. 

Senator ELtenper. From whom do you buy your power? 

Mr. Venissat. From Gulf States Utilities. We buy it from Gulf 
States Utilities at the rate that I said a moment ago, around 13 
mills, and we have co-ops in Louisiana, one in Jennings which has 
a takeoff line in Jennings that is comparable to ours around 450 kilo- 
watt demand with approximately 200,000 kilowatt-hours cons sumption 
a month, and their average cost is 54%, mills, and ours is around 
13 mills. 

Senator Magnuson. Is not what you are trying to say that if the 
House figure for this continuing fund exists that it will not be ade 
quate to integrate these wheeling arrangements with the private utili 
ties in the ne Power, it would not be adequate enough, and 
thereby you cannot integrate the whole system so that the cost to 
the muni apalitiee who would like this power will be much lighte 
than if they had this fund to integrate the whole thing? Is that what 
you are saying? 

Mr. Ventssar. Yes. 

Senator Haypen. What you want to do is become a customer of 
the Southwest Power for your peaking power and have it wheeled 
to you? 

Mr. Venitssar. Yes, sir. 

Senator Corpon. Where are you going to get the balance of your 
power ¢ 

Mr. Venissat. You see, there are a number of plants in Louisiana. 
I am speaking for the 31 municipalities. 

Senator Corpon. Do you expect only peaking power? 

Mr. Venissat. No, sir, we will have to get all of our power, but 
the city of Lafayette—— 
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Senator Corpon. What you mean is that speaking for all of your 
municipalities, some, including you, buy at wholesale all the power 
but own the distribution system ¢ 

Mr. Venissar. That is right. 

Senator Corpon. Others own the distribution system and generat- 
ing facilities that are not adequate for their full necessities and they 
desire to buy additional or peaking power to take care of all of 
their load demand? 

Mr. Venissat. Yes, sil 


FURTHER DISCUSSION OF PROPOSED CONTRACT 


This suggested contract of the commercial utility companies pro 
poses that the municipalities would be the customer of the commercial] 
utility company with rates to be regulated by the Federal Power 
Commission. There is a legal question as to w':ether these rates 
would be upheld by the Louisiana Public Service Commission, or 
whether these rates would be increased by the Louisiana Public Serv- 

Commission, thereby forcing the municipalities to pay higher 

rates for their power. Their only alternative would be for the mu 
nicipalities to file a discrimination suit which could possibly take 
vears to decide; meantime the rates would prevail. 
' This is not the type contract that the eae val Association in 
Louisiana is interested in. We are interested in a type of contract 
where we would become iad remain the customer r of the Government 
with these rates approved by the Federal Power Commission, and 
as such, would remain a firm rate for the term of the contract. We 
firmly believe that this type of arrangement would benefit the most 
people and would serve as a medium for maintaining reasonable low 
cost power. 

In order that this type of contract can be successfully carried out, 
it is absolutely necessary that the Southwestern Power Administra 
tion has available the continuing fund in the amount of $3,736,000 
as recommended by the Interior Department. 


FURTHER DISCUSSION OF HOUSE ALLOWANCE 


On Tuesday, April Y8, 1953, the House of Representat lves approved 
only $150,000 for the continuing fund. This $150,000 would be ade 
quate to only carry out the obligation and contractual arrangements 
of SPA and the utility companies. We feel that this decision was 
tragic inasmuch as it will affect the development of the Southwestern 
area due to the fact that it will be impossible to integrate all power 
facilities, thereby making the greatest power available to the greatest 
number of people. 

In summary, it is the sincere hope and expressed wish of the Muni- 
cipal Association that this committee see fit to restore the full amount 
of the continuing fund in the amount of $3,736,000. In so doing, this 
would then assure a real and fair distribution of the natural resources 
in the Southwestern area. 

Senator Extenper. Mr. Venissat, as I remember, just before the 
predecessor of the present Interior Department head, there was a 
contract that was pending there to be signed ? 
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Mr. Ventssar. Yes, sir. 

Senator Eirtenper. As I understood, the municipalities were favor 
able to that contract ? 

Mr. Ventssar. Yes, sir. 

Senator ELtenper. Since that time, has that contract been changed 
insofar as the municipalities are concerned, and if so, to what extent / 


REJECTION OF CONTRACT BY SECRETARY OF THE INTERIOR 


Mr. Venissat. It was turned down by the Secretary of Interior, 
Oscar Chapman, because of certain terminology used and certain othe 
things. In other words, Mr. Chapman felt that in the interchange of 
power between the commercial power companies and the SPA they 
should have a dollar value placed on it. rather than just be exchanged 
in kind. In other words, the original M-—5R contract that was re 
ferred to, if the private utilities sold a block of power here of 100,000 
and they bought 110,000, they only paid for 10,000 or vice versa, 
Southwestern Power bought 110,000 and sold 100,000, they would pay 
it back. So it was thought that it was not the correct procedure, 
that it should be evaluated in dollars and cents, and therefore the 
contract was turned down. 

At the time of the turning down of the contract, it was agreeable 
by and between the Southwest Power Association and the 12 power 
companies in the area. But since it was turned down it has been re- 
drafted to install in there the things that were undesirable. 

Senator ELtenper. You mean undesirable to the Interior Depart 
ment? 

Mr. Venissat. Yes, sir. That has been corrected and reed 
to the commercial power companies, and then they said, “Well, 
will exclude the munic ipalities, ne and then it was taken back, and the \ 

id, “We will take them in again. 

Pesta ELLENDER. So that the contract that has been redrafted, as 
far as you know, the municipalities were left out ? 

Mr. Venissat. No, we were included again. We are now back in it. 

Senator ELLenper. But several weeks ago ? 

Mr. Vi NISSAT, Several weeks ago, it was November 94, as presented. 

Senator Eiruenper. When were vou excluded ? 

Mr. Ventssar. It was presented around April 

Senator ELuenper. And you were excluded / 

Mr. Ventssat. We were excluded at that time. 

Senator Evtenper. Now what is the situation? 

Mr. Ventssat. They want to give the municipalities 25 percent 
and the REA cooperatives 75 percent. 

Senator Ertenper. Of what? 

Mr. Ventssat. Of the available power that the SPA can give. 

Senator E.uenper. Is that agreeable? 

Mr. Ventssar. Well, I would not like to see it on a percentage basis, 
no, because who can say who is deserving of the 25 percent and who 
can say who is deserving of the 75 percent. 

Senator Erienper. I guess the power comps anies are going to testify 
after a while, and we will be able to get their version of it. 
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REQUEST FOR RESTORATION OF FUNDS 


Mr. Venissat. The only thing that we are asking from the stand 
point of the Louisiana Munic ipal Association is that this $3,736,000 
he — so that when these contracts are signed, why, then the 
SPA or the Government can carry out its contractual agreements. 
As you aag it is not asking for a subsidy in any sense, it is merely 
asking for money to operate which will be in turn returned to the 
Treasury Department. 

Senator Corpon. Is it not a fact that until such time as this matter 
is determined, however it may be, whether on the basis of the present 
draft of a contract or some future contract as it is modified, that 
there is of necessity an interim period of time in which there must 
be operation of the Southwest power companies’ overall operation, 
and that under the terms of the contracts that now are outstanding 
money in the order of the amount here indicated will be necessary 
in order to kee »p the whole thing going! 

Mr. Ventssar. I do not think so, no, Mr. Chairman. 

Senator Corpvon. That is my understanding of it. Now there is a 
contract in Texas, there is a contract in Oklahoma, maybe two con- 
tracts. 

Senator Exienper. I think he misunderstood your question. 

Senator Corvon. I think so. Those contracts are already made? 

Mr. Venissat. That is right, they are already made. 

Senator Corpon. Under them there is interchange of power. The 
amount of power delivered by the Government and received by the 
Government is not always the same. As you suggest, sometimes the 
Government is long on what it delivers, and another time it may be 
short on what it delivers? 

Mr. Venissat. Yes, sir. 

Senator Corpvon. There is a different interval in the payment of ac 
counts and so forth. This continuing fund is to enable the Adminis- 
trator of the Southwestern Power Administration to have funds on 
hand which he takes from the receipts to the Government, adequate 
to keep those accounts in balance from the Government’s standpoint ? 

Mr. VenissatT. Yes, sir. 

Senator Corpon. That is necessary now? 

Mr. Venissat. Yes, sir. 

Senator Corpon. And will, of course, be necessary to some extent 
even where this so-called 12-company contract is signed, and I do not 
know what the terms are, and I hope the committee will presently get 
some light on it. But it will be necessary that funds be provided to 
maintain existing contracts? 

Mr. VentssatT. That is right, sir. 

Senator Corpon. That is what I wanted to get at. 

Senator Maanuson. That is what you are making a plea for? 

Mr. Ventssat. Absolutely. 

Senator Corvon. Thank you, sir. 

Mr. Venissat. Thank you, gentlemen. 

Senator Corvon. Mr. Frank Wilkes, of the Southwestern Gas & 


Electric Co. 
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SOUTHWESTERN GAS & ELECTRIC CO. 
STATEMENT OF FRANK M. WILKES, PRESIDENT 
PREPARED STATEMENT 


Senator Corvon. I take it you have quite a considerable statement, 
Mr. Wilkes? 

Mr. Wixxes. Yes, sir; I do. 

Senator Corpon. Can you place it in the record and highlight it? 

Mr. Wixxes. Yes, sir. What I wanted to do is that this statement 
of mine is rather a complete statement and it is much too long to read 
to you gentlemen. What I do want to do is make some remarks on 
it and file this with the committee. 

Senator Corpon. Mr. Wilkes’ statement will be made a part of the 
record and the oral statement will follow. 

(The statement referred to follows:) 


STATEMENT OF FRANK M. WILKES, PRESIDENT, SOUTHWESTERN GaAs & ELEcTrRIC Co 
SHREVEPORT, La. 

My name is Frank M. Wilkes. I am president of Southwestern Gas & Electric 
Co., with headquarters in Shreveport, La. I graduated from the University of 
Kentucky in the class of 1908 with a degree of bachelor of electrical engineering 
Our company serves the northeastern corner of the State of Texas, northwester! 
corner of the State of Louisiana, and the western tier of counties of the Stats 
of Arkansas with exception of the territory in and around Fort Smith, Ark 
Our system is interconnected with the Arkansas Power & Light Co., Louisiana 
Power & Light Co., Oklahoma Gas & Electric Co., Public Service Co. of Oklahoma 
and the Empire District Electrie Co. 

At the outset of my testimony, I want to thank you gentlemen for your con 
sideration in granting us the right of appearance before this very busy committee 
to oppose again the request of the Department of the Interior for funds for the 
leasing of transmission lines and the purchase of steam power from certai 
super cooperatives in Missouri and Oklahoma. We think these funds if granted 
would be expended both improvidently and illegally. A brief historical statement 
will be of material aid in understanding our position. 

Prior to the summer of 1944, the development of multiple-purpose projects 
authorized by the Congress was under separate laws, such as the Boulder Dam 
Act, the Tennessee Valley Authority Act, the Bonneville Act, the Hetch Hetcliy 
Act, ete. In that year, Congress decided to establish a blanket policy under 
which multiple-purpose projects would be built by the Corps of Engineers of 
the Department of the Army, or by the Reclamation Bureau, and power sales 
would come under the Department of the Interior as marketing agency. With 
this in mind, section 5 of the Flood Control Act of December 22, 1944, was 
written. Section 5 was a joint effort of the Department of the Interior, the 
Corps of Engineers, and representatives of the private electric utility industry 
This section was drafted by the Senate committee as a revision of a section in 
the bill which was proposed by the Department of the Interior. The original 
bill practically turned over without restraint all jurisdiction of power and 
energy from multiple-purpose projects constructed by the Corps of Engineers 
to the Department of the Interior in such a manner that the Department of the 
Interior was its own judge and jury, and would be enabled without any further 
action of the Congress to have accomplished exactly what the Tennessee Valley 
Authority had already accomplished in the Tennessee Valley, i. e., the complete 
destruction of the private electric utility industry in the area, and the complete 
political and economic control of such area. 

The committee when considering the bill made this statement: 

“The committee desires an amendment which provides a convenient and 
practical method of disposing of power at projects under the control of the War 
Department without setting up a public power trust which would be unduly 
competitive with established private power utilities.” 
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The desire for this protection to private electric utilities resulted in what is 
now section 5 of the Flood Control Act of 1944, and which is as of today the 
ruling law for the disposal of hydropower from multiple purpose projects under 
the control of the Department of the Army. 

In order that we may have the provisions of section 5 clearly in our minds, 
with your permission, I will read that section: 

“Seo. 5. Electric power and energy generated at reservoir projects under the 
control of the War Department and in the opinion of the Secretary of War not 
required in the operation of such projects shall be delivered to the Secretary of 
the Interior, who shall transit and dispose of such power and energy in such 
manner as to encourage the most widespread use thereof at the lowest possible 
rates to consumers consistent with sound business principles, the rate schedules 
to become effective upon confirmation and approval by the Federal Power Com- 
mission. Rate schedules shall be drawn having regard to the recovery (upon 
the basis of the application of such rate schedules to the capacity of the electric 
facilities of the projects) of the cost of producing and transmitting such electric 
energy, including the amortization of the capital investment allocated to power 
over a reasonable period of years. Preference in the sale of such power and 
energy shall be given to public bodies and cooperatives. The Secretary of the 
Interior is authorized, from funds to be appropriated by the Congress, to con 
struct or acquire, by purchase or other agreement, only such transmission lines 
and related facilities as may be necessary in order to make the power and energy 
generated at said projects available in wholesale quantities for sale on fair and 
reasonable terms and conditions to facilities owned by the Federal Government, 
public bodies, cooperatives, and privately owned companies. All moneys re 
ceived from such sales shall be deposited in the Treasury of the United States 
as miscellaneous receipts.” 

When the Flood Control Act of 1944 was passed with section 5 disposing 
of all power and energy from the multiple-purpose projects, the electric utility 
companies, who had been dreading the growing power of the Department of the 
Interior, felt greatly relieved. Our feeling that we would receive fair treat 
ment from the Federal Government, however, was short-lived 

In February 1946, imagine our consternation when the Department of the 
Interior, through the Southwestern Power Administration and its Administrator, 
Mr. D. G. Wright, appeared before this committee with a so-called comprehensive 
plan which provided for the construction of some 18,000 miles of high tension 
transmission lines duplicating almost entirely all the existing transmission lines 
of the companies operating in the Southwest area, and reaching every one of the 
major cities and towns served by the 18 companies in the area. That was bad 
enough, but in addition thereto, Southwestern Power Administration asked for 
appropriations to construct some 800,000 kilowatts of steam generating capacity 
at various points in the area. In opposition to this fantastic scheme, the electric 
utility companies in the Southwest asked for and obtained the privilege of 
appearing before this committee. As I remember it, there are at least four 
members of this committee today who were members of the committee in 
February 1946. Therefore, I know that you are familiar with the various 
discussions throughout the years: however, to refresh our memory, the result 
of the appearance in 1946 was that this committee recommended to the Congress 
that it deny all appropriations requested by the Department of the Interior for 
construction purposes in the Southwest area. When the bill was reported to the 
House, Speaker Rayburn took the floor and urged that the Congress appropriate 
the amount of $7,500,000 to tie Norfolk Dam on the Norfolk River in northern 
Arkansas to Denison Dam on the Red River between Texas and Oklahoma. 
His statement was very persuasive and the House voted for the $7,500,000 
appropriation. 

This appropriation was finally agreed upon between the conferees in 1946, 
although the committees of both the House and the Senate had voted for the 
rejection of any appropriations whatsoever. Both the House and the Senate 
definitely went on record that the Department of the Interior had no right to 
construct steam generating plants, and that there was no law which would 
permit it to do so. 

Every year from 1946 until 1949, the Department of the Interior has appeared 
before this committee with various requests for transmission lines which the 
Congress has generally denied. In the meantime, the companies have been busy 
trying to work out a satisfactory contract with the Department of the Interior 
that will fulfill all of the terms of section 5 of the Flood Control Act of 1944. 
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In 1947, through the good offices of Speaker Rayburn, the Department of the 
Interior entered into a contract with the Texas Power & Light Co., which 
became known as the Texas contract. Since that time, Congress has done every 
thing in its power to cause the Department of the Interior to make similai 
eontracts with other private electric utility companies in the area. 

In 1949 when Mr. Wright appeared before this committee, he asked for a 
appropriation of $30,000,000 and whea the committee indicated to him that 
did not want any more construction made at the expense of the Federal Gov 
ernment, he made this statement, and I know you will remember it: This 
$30,000,000 appropriation was to be used as a club to hold over the heads of the 
companies to force them to sign a contract similar to the Texas contract; the 
lines would probably not be constructed and that the Administrator wanted 
this leverage only to scare the companies into signature of similar contracts 
As soon as the smoke had cleared away from the session of the Congress of that 
year however we found that not only only was there no intention of making a 
contract with the private electric utility companies, but Senator Kerr, of Okla 
homa, had put through the Senate the so-called continuing fund amendment 
whereby that fund which was set up from power sales in December 1943 in 
Public Law 216 for the purpose of providing “for emergencies and continuity 
of service’ was broadened to provide for the lease of transmission lines and 
the purchase of electric power. Senator Kerr in presenting this amendment 
to the Appropriation Act of 1950 stated that the intention of the amendment 
was to provide funds for the Administrator of Southwestern Power Administra 
tion to pay wheeling charges and to pay for electric energy under contracts 
similar to the Texas contract. His statement is clearly on record that he wishes 
“to make it crystal clear that this was the sole purpose of this amendment,” 
i. e., “to enable Southwestern Power Administration to make contracts with 
private electric utility companies similar to the Texas contract.” 

Instead of taking this action however the Department of the Interior (South- 
western Power Administration) and the Department of Agriculture (Rural 
Electrification Administration) collaborated and evolved a series of contracts 
which provided that super cooperatives using Rural Electrification Administra- 
tion funds would construct steam generating plants in various locations in the 
Southwest, and build transmission lines which would be the equivalent of 
the very steam plants and the very transmission lines which the Congress had 
forbade to the Department of the Interior in 1946, and subsequent years. 

The contracts between Southwestern Power Administration and the super 
cooperatives further provided that SPA would lease for 40 years the cooperative’s 
transmission lines, paying therefor a sufficient amount to amortize them, in- 
cluding interest over a period of 35 years. The contracts further provided 
that REA would sell the entire output of the steam generating plants to SPA 
for 40 years. SPA proposed to pay the sums required by these contracts out 
of the very innocent sounding continuing fund that had been provided for the 
“sole purpose of making contracts with the private electric companies”. 

I have no doubt that Mr. Wright in his appearance before your committee 
this year showed you a map of the Southwest area on which he has pasted 
a number of different colored sequins, showing the transmission lines from 
Norfolk to Denison and some of the other shorter lines which have been con- 
structed by the Department of the Interior, with funds appropriated by the 
Congress. On that same map is shown several thousand miles of transmission 
lines constructed by the super cooperatives and leased by SPA. If at the 
same time he had shown you a copy of the Comprehensive Plan of 1946, you 
would have seen conclusively that Mr. Wright and the Department of the 
Interior intend to force through by any means possible the comprehensive plan 
of a great bureaucratic public power empire over the will of the Congress. 

During the year of 1950, no funds were used from the continuing fund. In 
1951, when Congress was considering appropriations for fiscal 1952, the com- 
panies appeared against the proposed use of the continuing fund for the pur- 
chase of steam power and the leasing of transmission lines with the result 
that the continuing fund statute was amended so that only such amounts 
could be spent from the continuing fund for the purchase of electric energy 
and the leasing of transmission lines as were specifically approved by the 
Congress in annual appropriation acts. The appropriation for fiscal 1952 for 
the continuing fund was limited to $250,000; during this year no funds were 
used from the continuing fund. 

When the appropriation bill for fiscal 1953 was being considered Mr. Wright 
asked the committee for an appropriation from the continuing fund of $1,425,000, 
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of which $231,000 was for the purpose of paying wheeling charges to the 
Oklahoma companies and the M and A Electric Cooperative in southeastern 
Missouri. The balance was for the lease of transmission lines and the purchase 
of the output of Rural Electrification Administration generating plants in Mis- 
souri and at Anadarko, Okla. This committee, as I know you will recall, 
struck down the request for appropriations for the purchase of steam power and 
the lease of transmission lines and approved only the appropriation of $231,000 
above referred to. When the bill went to the Senate, however, the committee 
meetings dragged out to considerable extent, and finally in order to close the 
matter out, the Senate committee made a blanket appropriation from the con- 
tinuing fund for the amount of $1,000,000. This sum was approved in con- 
ference with the proviso that it should not in anywise influence, or prejudice 
any party to pending litigation. 

In the meantime, the companies in addition to their appearances in the Cor 
gress against appropriations of this character had instituted two lawsuits. One 
suit was brought in the District Court of the District of Columbia against the 
Secretary of the Interior, the Secretary of Agriculture, the Secretary of the 
Treasury, the Administrator of Rural Electrification, and the Administrator of 
Southwestern Power Administration, asking for a ruling as to the legality of the 
contracts which these various agencies had effected among themselves. This 
case, after various delaying motions by the defendants had been overruled by the 
court, was heard on its merits commencing October 12, 1952; was argued before 
the court on January i2, 1953. It will probably be decided within the next few 
weeks. 

EXHIPIT NO. 1 


A second case arose in the State of Arkansas. SPA and REA, through a super 
cooperative formed by three distribution electric cooperatives as members, en- 
tered into a contract whereby the supercooperative would construct a 30,000- 
kilowatt steam electric generating plant at (Ozark, Ark., and 544 miles of 
69-kilovolt transmission lines which would reach every town in the northwest 
part of Arkansas having a population of as many as 1,500 inhabitants. All of 
these towns were then and are now served by the companies operating in that 
area. The lines would have had ample capacity to serve not only all the coopera 
tives’ loads in the area but, also, all of the loads presently and prospectively 
cared for by the private electric utility companies 

Under Arkansas law, before this construction could take place, approval had 
to be obtained from the Arkansas Public Service Commission Upon applica- 
tion by the supercooperative for a certificate of public convenience and necessity 
to build the generating plant and transmission system, the private electric utility 
companies intervened. After lengthy hearings, extending over severai months, 
the commission voted 2 to 1 for a certificate of public convenience and necessity 
for the generating plant and transmission lines. The chairman of the commis- 
sion, Hon. Scott Wood, a very able lawyer of high integrity, opposed the granting 
of this certificate. He wrote a lengthy and complete minority opinion, in which 
he showed very clearly that there was no basis in law or in fact to support the 
legality of the transaction, or its economic value, or of any failure on the part of 
the companies to furnish all desired service in northwest Arkansas at low and 
reasonable rates. The companies immediately appealed this decision to the 
circuit court of Pulaski County, Ark., with a prayer for an injunction against any 
move by the supercooperative toward the construction of the facilities. The cir- 
cuit court of Pulaski County, Ark., granted a temporary injunction which order 
was appealed from by the cooperative to the Arkansas Supreme Court, which 
sustained the lower court. The circuit court of Pulaski County, Ark., on the 
merits reversed the action of the commission and denied the right of the super 
cooperative to build the generating plant and the 544 miles of 69-kilovolt trans- 
mission lines. An immediate appeal was taken by the supercooperative to the 
Arkansas Supreme Court, which on February 23, 1953, handed down a sweeping 
decision upholding the lower court. 

I would like to file, at this point, with your committee copies of this decision of 
the Arkansas Supreme Court. We have been advised by our attorneys that since 
this decision was based not only on the Federal law, but, also, on our State of 
Arkansas statute, it is extremely doubtful that the United States Supreme Court 
would grant a writ of certiorari to review the Arkansas decision. We are. not 
advised whether or not a petition for certiorari will be filed. 

In concluding my remarks as to the effect of the Arkansas supercooperative 
case, I want to emphasize the fact that the court held that Southwestern Power 
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Administration has no authority under either section 5 of the Flood Control A 
of 1944, or the “continuing fund” statute to purchase electric power and energy 
from a steam plant, nor for that matter, to market any electric power and energy 
except that described in section 5 of the Flood Control Act of 1944, which is, of 
course, hydroelectric power and energy. The court, in addition, found specifi 
cally that the electric power and energy produced at reservoir projects described 
in section 5 of the Flood Control Act of 1944.in the southwestern area is “peakin; 
power,” and should be utilized and sold as such by means of “wheeling” or similar 
contracts with the private electric utility companies, under the terms of which 
the Federal Government would realize the highest possible price for the electri 
power and energy disposed of by the Secretary of the Interior. 

Under these circumstances, and in order to insure that there will not later 
occur misconstructions of existing law similar to that just stricken down in the 
Arkansas decision, we are advocating and suggesting that the language of the 
“continuing fund” statute of SPA be clarified, in line with the holding of the 
court, so that there may be no doubt in the mind of any administrator or other 
official as to its meaning. The existing “continuing fund” language came into 
being through the action of an Appropriations Committee of the Congress, and 
we think there is no valid reason why clarifying language, in line with the lawful 
interpretation as declared by the court, should not come into existence through 
action of the same committee. 

The change in language that we would like to suggest Mm the existing “con- 
tinuing fund” statute (16 U. 8S. C. A., 825s—1), is the deletion of all language in 
that section following the words, “to defray emergency expenses necessary to 
insure continuity of electric service and continuous operation of the facilities 

The change which we have suggested above is a result of the Arkansas Supreme 
Court opinion concerning which I have testified, and we can see no legitimate 
reason why it would not be to the interest of all concerned that it be enacted 
into law. 


EXHIBIT NO. 2 


In addition to the legal aspect which renders the appropriation of $5,650,000 
from the continuing fund illegal, it will, we think, be interesting for this com- 
mittee to study the economics arising out of the attempt of SPA and REA to get 
around the clear provisions of the law and the clear intent of the Congress as 
expressed year after year by the committees of the House and of the Senate, and 
the House and the Senate themselves. 

I have prepared a statement which is too long to include here in its entirety 
but I would like to file it with this committee for its information as exhibit No. 2 
to my testimony. The highlights cf this statement are the two alternative 
methods of disposing of hydroelectric energy produced at multiple-purpose 
proljects. 

The first plan is that envisioned by the request for appropriation of $5,650,000 
from the continuing fund for the purchase of electric power and energy and the 
lease of transmission facilities for fiscal 1954. 

The second plan is the sale into the systems of the private electric utility 
companies as “peaking power” of all power and energy produced at multiple 
purpose projects in the Southwest, and its resale to the customers of the com 
panies, giving preference as prescribed by law. 

During the progress of the case of the Missouri companies against the Secre 
tary of the Interior et al, in the District Court of the District of Columbia. 
Mr. Jeff Neighbors, engineer for SPA, submitted a document identified as ex 
hibit A to his testimony. This document is the source of the figures which I 
have used in my exhibit No. 2. The result of this study taken from SPA’s own 
figures with slight corrections for the errors of assuming 100 years amortiza- 
tion and 2 percent interest is that the gross revenue to the Federal Government 
for the fiscal year 1954 from the sale of all hydro capacity available and 85,000 
kilowatts of steam-plant canacity operated at better than 85 percent load factor 
would amount to $8.696,558. The cost of the sale of this power and energy 
would be for fiscal 1954 the total sum of $12,304,779, which would mean that 
the taxpayers of America would pay $3.608,221 toward the support of SPA 
and the efforts of the Department of the Interior to build a great bureaucratic 
public power empire in the Southwest. This same document. exhibit No. 2, 
shows that if no steam power is purchased by the Federal Government, no 
transmission lines are leased from the supercooneratives, the power and energy 
from the multiple-purpose projects will be delivered to the same class of cus- 
tomers by the second plan under contracts similar to the Texas contract, the 
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Oklahoma companies contract, and the Narrows Dam contract. The companies 
would pay the Government a gross amount of $6,204,178. The cost to the Gov- 
ernment of producing this power and energy including the operation of the dams, 
interest and amortization on investment in power facilities of the dams, and 
maintenance and replacements of Government equipment, including SPA sales 
expenses of $250,000 is $4,423,425 Should the Government continue to own 
and operate the transmission lines now built directly by Federal funds the 
annual transmission cost of such transmission facilities according to said ex- 
hibit A would be $1,225,791, making total cost to Government of $5,649,216. 
Thus the Federal Government would realize a profit after all expenses of every 
character, under plan II, including interest, amortization, and operation, had 
been taken care of for the hydroelectric portion of the dams, and for the trans- 
mission lines belonging to the Government, of $554,962, or a total difference 
between plan I and plan II in favor of plan IT of $4,163,183. 

This is a saving which should be made by the Congress for fiscal 1954 if the 
appropriations requested by SPA in the amount of $5,650,000, from the con- 
tinuing fund are disapproved. Since the requested appropriation is sufficient 
for only a portion of the year, you will find in 1955 with this precedent already 
made the request will be for more than $9,500,000, and there will be absolutely 
no limit as to how much SPA may come in asking for in 1960, 1965, and 1970, 
since there is no limit to the size or quantity of steam plants and transmission 
lines that can be constructed if funds are made available for an inexhaustible 
source such as the Federal Treasury. 

Again may I submit to you that on the basis of permanent investment by the 
Federal Government, and on the basis of the legality of the expenditure of 
Federal funds as invested under the SPA-—REA contracts, which have already 
been declared illegal by the sovereign State of Arkansas, this request of SPA 
for funds from the continuing funds should be totally denied and the wording 
of the original continuing fund as provided in Public Law No. 216 making it 
available to the Administrator only “for emergencies and to preserve continuity 
of service” should be reinstated. 


DISCUSSION AND COMPARISON OF Two PLANS oF DISPOSING oF POWER AND ENERGY 
FroM THE MULTIPLE-PURPOSE PROJECTS IN THE SoUTHWeEsST AREA UNDER Con 
TROL OF THE DEPARTMENT OF THE ARMY AND DELIVERED TO THE SECRETARY OF THE 
INTERIOR FOR DISPOSITION 


In general there are two plans for the disposition of the hydroelectric energy 
produced at multiple-purpose projects under the control of the Department of 
the Army in the southwest area after same has been turned over to the Secretary 
of the Interior (Southwestern Power Administration) for disposition. 

Plan No. 1 provides for the purchase through the continuing fund of steam 
power produced by steam plants built at Anadarko, Okla.; Missouri City, Mo.; 
and Chamois, Mo.; which plants have a total installed capacity of 85,000 
kilowatts. 

Under this plan, Southwestern Power Administration would buy the entire 
output on an 85 percent load factor basis of steam power produced by these 
three generating and transmission cooperatives’ power plants. Further, the 
G. and T. cooperatives would construct and during the vear 1954 lease to South- 
western Power Administration a total of 2,862 miles of 69,000- and 154,000-volt 
transmission lines. These lines would be turned over and delivered to the 
Southwestern Power Administration in their entirety, and Southwestern Power 
Administration would operate and maintain these lines just as if it owned 
them outright, and would pay to the G. and T. cooperatives sufficient moneys to 
pay interest on the invested capital in the lines, and to amortize the investment 
in the lines over a period of 40 years. 

Furthermore, Southwestern Power Administration has the right to purchase 
the transmission lines at any time by paying the cooperatives the unamortized 
balance then existing on the lines. At the end of the 40-year period, South- 
western Power Administration would acquire full ownership of the lines by the 
payment of $10. 

The private electric utility companies operating in the Southwest have at- 
tacked the legality of contracts of this character by two lawsuits. The first of 
these suits was one which arose in Arkansas against the Arkansas Electric 
Cooperative Corp., which asked for a certificate of convenience and necessity 
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from the Arkansas Public Service Commission of the State of Arkansas (under 
Arkansas law) for the construction of a 30,000-kilowatt steam generating elec 
tric plant, and 544 miles of 69-kilovolt transmission lines to be turned over lock, 
stock, and barrel to the Southwestern Power Administration. The Arkansas 
Public Service Commission of the State of Arkansas on August 11, 1951, decided 
by a2 to 1 vote in favor of the cooperative. The companies immediately appealed 
to the circuit court of Pulaski County, which reviewed the findings of the com 
mission and reversed the commission by court order issued on March 5, 1952 
An injunction was issued by that court against further steps of the G. and T. 
cooperative. The G. and T. cooperative appealed the matter of injunction to 
the Arkansas Supreme Court, which court sustained the lower court as to the 
injunctive relief. The G. and T. cooperative then appealed the adverse action 
of the lower court on the certificate itself to the Arkansas Supreme Court. Ex- 
haustive briefs were filed by the lawyers for the cooperative and by the legal 
staff of the companies, headed by Mr. Richard L. Arnold, general attorney of 
Southwestern Gas & Electric Co., on the part of the companies. The case was 
heard on oral argument on January 26, 1953, before 6 of the 7-judge court (Justice 
Milwee absent on account of illness in a hospital), and was taken under advise- 
ment by that court. On February 23, 1953, Arkansas Supreme Court handed 
down a unanimous decision in which the court decided that the actions of the 
Southwestern Power Administration and Rural Electrification Administration 
were illegal: (1) Under the laws of the State of Arkansas, for the reason that 
under Arkansas law rural electric cooperatives can distribute and sell power 
and energy to their members only, and further defines members as natural 
persons or corporations, who would contract with the cooperatives for the pur- 
chase of electric power and energy for use consumptively by such party or as 
other cooperatives similarly formed under the acts of the State of Arkansas. 
Clearly, Southwestern Power Administration could not be a member of a rural 
electric cooperative under Arkansas law. The court then proceeded further to 
declare these contracts illegal under the national law (only six justices made 
this finding—a Mr. Justice McFaddin did not join with the remainder of the 
court in deciding the Federal ground, since it was his view that the State ground 
had already disposed of the case and it was not necessary to go to the Federal 
ground). The court findings on this point follow: 

“To sum up our discussion of the Federal law: Congress has in no fewer than 
three ways expressed its belief that SPA’s proper function is to sell hydro power 
in wholesale quantities rather than to sell at retail by integration of steam 
power. First, the dams were originally approved upon the assumption that the 
the current would be marketed as peaking power, which is necessarily a trans- 
action at wholesale. Second, the Flood Contract Act refers only to hydro power 
and specifically directs that the sales be in wholesale quantities. Third, when 
SPA proposed a comprehensive plan for the construction of steam plants Con- 
gress rejected the proposal. Opposed to this settled legislative policy is only the 
suggestion that by creating the continuing fund Congress meant to enable SPA 
to purchase steam-generated electricity and thereby to become a vendor of firm 
power. It is perfectly clear, however, that the appropriations to the continuing 
fund have been intended to permit SPA to perform its wheeling contracts and 
do not represent a departure from the policy implicit in the permanent legisla- 
tion. We are not convinced that Congress, by the approval of appropriation 
measures which are effective for only a year, has thereby decided to authorize 
the expenditure of the continuing fund for purposes completely at variance with 
the general laws. 

“We conclude that the SPA-Arkansas Electric contracts are contrary to Fed- 
eral law as well as to our own act 342. The judgment of the circuit court is 
accordingly affirmed.” 

In addition to the Arkansas lawsuit, which has already been decided, there 
is pending in the District Court of the District of Columbia a second suit brought 
by the 12 electric utility companies operating in Missouri against the Secretary 
of the Interior, Secretary of Agriculture, Secretary of the Treasury, Admin- 
istrator of the Rural Electrification Administration, and the Administrator of 
the Southwestern Power Administration. This suit is styled: “Kansas City 
Power & Light Company, et al., Plaintiffs v. Oscar L. Chapman, Secretary of the 
Interior, et al., Defendants. Civil Action No. 4276-50.” 

Briefs have been filed and the case has been argued along the same lines as the 
Arkansas case. It is now pending in the District Court of the District of Colum- 
bia, and should be decided by that court within the near future. 

In the proceedings before the District Court of the District of Columbia dur- 
ing the week of October 12, 1952, Mr. D. G. Wright, Administrator of South- 
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western Power Administration, filed as an exhibit to his testimony voluminous 
figures in an exhibit entitled “Revised Cost of Southwestern Power Administra 
tion’s Proposed Operations, 1952-58." The exhibit was d i t 
A to the testimony of Mr. Wright The result ( 
lowing statements are derived from his exhibit A, and are identical with figures 
in exhibit A with the exception that amortization of the power facilities in the 
hydro dams is reflected on the basis of 50-year life as established by the Fed 
eral Power Commission with 3 percent interest as established by law, and trans- 
mission charges are based on a 40-year life as provided by the Federal Power 
Commission and 3 percent interest as provided by law 

Under plan No. 1, the Southwestern Power Administration has, for the year 
1954 available for disposition power and energy from multiple-purpose projects 
therein, listed a total of 773,800,000 kilowatt-hours of firm energy from hydro 
sources. Also, it acquires and has full gisposal of 655,900,000 kilowatt-hours 
of firm steam energy from its purchases from G. and T. cooperatives. The 
study shows by the sale of this power and energy under plan No. 1 that a gross 
revenue will accrue to Southwestern Power Administration of $8,696,558.00 
The costs of operation with slight corrections due to the proper number of years 
of amortization and proper interest charges on power facilities are shown as 
$12,304,779, resulting in a net loss to the Government, i. e. taxpayers, of $3,608,221 
for the year. This loss will be covered up by the appropriation of $5,650,000 
asked from the continuing fund for fiseal 1954. 

Under plan No. 2, all power and energy is sold at the bus bars or from existing 
transmission lines of the Government extending from multiple-purpose projects 
to the interconnected and integrated companies now serving more than 90 per 
cent of all users in the four-State area. No steam power is purchased by the 
Federal Government, and no transmission lines are leased in their entirety by the 
Government. Companies would deliver power and energy for Government’s 
account to certain preferred customers of the Government if Government so de- 
sires, but this expense would fall on the preferred customer receiving service and 
not on the Government. Under this plan, Government would receive a gross 
revenue from sales to the companies of $6,204,178.00. The cost to the Govern 
ment for production of power and energy in multiple-purpose projects, including 
amortization over a 50-year period with interest at 3 percent with cost of main- 
taining and operating Government’s transmission lines already constructed and 
amortization of same over a period of 40 years, would be $5,649,216. This would 
leave a net of $554,962 after all expenses for Government under plan No. 2 (with- 
out any direct competition with companies and without involving the Depart- 
ment of the Interior (SPA) and the Department of Agriculture (REA) in what 
probably will be decided as an illegal action.) Thus it will be shown by the 
attached tables that a direct sale to the companies as envisioned in the South- 
western Power Administration-Texas Power & Light Co. contract, Southwestern 
Power Administration-Oklahoma companies, contract, Narrows Dam contract, 
and the proposed M-5-R draft of contract would save the taxpayers of America 
in 1954 the amount of $4,168,183 over the G. and T. cooperatives-Southwestern 
Power Administration plan 


Deraits PLAN No. I 


TABLE A. Technical data on mu tiple -purpose projec ts in the Southwest in ¢ peration 
for the year 1954 with the exception of half of Denison Dam (this half being sold 
to the Texas Power & Light Co. intrastate), and Whitney Dam, which is an isolated 

mn ; 
dam in Texas, and will he sold se parately 


Denison (1%) oF i5, 000 
Norferk ve . 70, 000 
Narrows 5 on 
Bull Shoals. .. 000 
Fort Gibson ; 200 
Tenn Killer. 000 


Total. ... 35, 200 


Notge.— Figures in column 1 above are from table 6, exhibit A, SPA; figures in columns 2 
rom table 1, exhibit A, SPA; figures in column 4 are from table 6, exhibit A, SPA 
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TABLE B.—Production costs for dams of table A for the year 1954 


}Amortization) Operating | Replace- | 
and interest | costs ments | 


Project 


Denison (4) $259, 059 $75, 000 $35, 000 
Norfork } 495, 593 140, 000 70, 000 
Narrows 112, 062 60, 000 | 17, 000 
Bull Shoals | 366 150, 000 160, 000 
Fort Gibson ale 562, 254 100, 000 | 49, 200 
Ten Killer 395, 891 40, 000 34, 000 


Total... 3, 243, 225 565, 000 365, 200 


Nore.—Figures for amortization are taken at 3.887 percent (3 percent interest and 50 years’ amortizati 
on the investment figures given by Southwestern Pewer Administration in table A. Other figures are fr 
table 4, exhibit A, SPA Amortization and interest are prescribed by law. See act of Aug. 4, 1939, par 
9 (c), 53 Stat. 1187-1194, 43 U. 8, C. 485h (c), 


TABLE C.—Annual costs of transmission lines, including (a) rentals of transm 
sion facilities of G. and T’.. cooperatives in their entirety; and (b) emortizatior 
Federal investment in transmission lines; and (c) operation and replacements of 
both SPA (Federal) and G. and T. cooperative systems. 


A morti- Opera- 
zation tion and 


and in- maint 
terest nance 


Miles 


of line Investment Rentals 


SPA system 956 $18, 707, 315 $809, 278 | $229, 440 


G. and T. cooperative system 2, 862 29, 799,000 | $1, 431, 000 686, 880 


Total |} 3,818 | 48, 506, 315 1, 431, 000 809, 278 916, 320 
! 


Total transmission costs for year 1954 
Rentals___- sdaetbicad mead . *$1, 431, 000 
Amortization and interest... —- ; teen ‘ * 809, 278 
Operation and maintenance_____~- ae : ys : , * 916, 320 
i ae ee ees ; Phil od * 485, 063 


RE etesdaieee-eisentinen cdidtekdeadiiiedial wae : 3, 641, 661 


‘Rentals are based on $500 per mile, which includes rental of transmission lines, sub 
stations, and associated equipment owned by the G. and T. cooperatives, but leased on a 
deferred payment plan to the SPA for 40 years 

? Interest and amortization are figured on 40 years with interest at 3 percent. 

®* These items are taken from exhibit A, table 8, SPA. 


Tas_e D.—Annual costs of service charges or wheeling charges for use of lines 
of others on a per kilowatt-hour transported basis for year 1954 at 14%, mills 
per kilowatt-hour 


CO ROURR: CONAN is. nctdinctssittsindenilimininieintonhcle ... $129, 860 
M. & A. Electric Power Cooperative 39, 500 
Cooperating companies, M-5-R 96, 951 


Total ea 266, 311 


Notre.—These figures are from table 9, exhibit 


TaBLe E.—Cost of power purchased from G. & T. Cooperatives, 1954 


Kilowatt- 


Cooperative hours 
oO 


Cost Location 


Millions 
Central Electric ; 111.1 $679, 500 | Missouri. 
NW Electric.._. 282.0 1, 800, 000 Do 
Western Electric...... j swael 262. 8 1, 008, 882 | Oklahoma. 


Total a oie 655. 9 | 3, 488, 382 


Note.—T hese figures are taken from table 10, exhibit A, SPA. 
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Tas_e F.—Other expenses of operation for the SPA for year 1954 


General administration $625, 000 
POWEES RAP ROUNE... cnnncnceanedencas ceentipiisin sbhneaiinn didsddi tieneiinabibiababhetsaidpiaiaii 110, 000 


, 000 


Nore.—These figures are taken from table 9, exhibit A, SPA. 


TaBLeE G.—Summary of expenses as shown in tables B-F, inclusive 
’ 


Table B—Production costs in multiple-purpose dams__- a2 $4,178, 425 
Table C—Cost of operation and rental of transmission lines .. 8, 641, 661 
Table D—Wheeling charges__--- diaclidakell 266, 311 
Table E—Cost of power (steam) pure hased from G. & T. Co-ops__- 3, 488, 382 


Table F—General administration and power marketing__....------ 735, 000 


Total, costs for CPA, 1954- , ; Sal 2, 304, 779 
TABLE H.—Gross revenues expected by SPA for 1954, as shown in table 14, 
Erhibit A, SPA 


Sale to Southwestern Gas & Electric Co. at Narrows Dam $193, 500 
Sales over lines to M. & A Electric Cooperative_ ‘ ‘ 2, 600 
Sales under Oklahoma companies contract- ss ean eatal : 515, 216 
Sales over Government owned or leased fac ilities - i 4, 897, 750 
Sales under Arkansas Power & Light Co.-Reynolds contr: act ---— 2, 052, 125 
Sales over lines of cooperating companies 


Total, gross revenue, year 1954 


Recapitulation 


Costs ef-cperation, table G.........nnncccnnnaa« , : sieaistaeeesians . San ae 
Sales by SPA, 1954, table H__----- dnhidebte 2 Jess 8, 696, 55 


Net loss to Government___-_.- . : 7 ile 3, 608, 25 


DETAILS PLAN No. Il 
ANALYSIS OF OPERATIONS IF POWER AND ENERGY IS SOLD AT THE BI 
FROM EXISTING GOVERNMENT TRANSMISSION LINES 


: : whic 

Revenue to the Government if power and ene 1) from one-half of Den 
Norfork, Narrows, Bull Shoals, Fort Gibson, and Ten Killer Dams 
the bus bars to the integrated and interconnected companies 


SOnM 


wm the area 


ae itt . Millions 
she aiowuts KWH fin 


r 
h 


iri 


in 


Dension, one-half 


Narrows f 
Bull Shoals 160 
Fort Gibson 49, 200 
Ten Killer 34, 000 


Total 365, 200 


1 “Kilowatt firm peaking” is arrived at by div 
2,400 hours (200 hours per month). 


Present value of power and energy at bus bars 


Firm peaking capacity ._. $13. 80 per kilowatt-hour 
( eee - 7 6. 00 Do. 
All energy per kilowatt-hour__-_-- cM ae 1. 25 mills per kilowatt-hour 
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Total revenues to Government if sold to cooperating companies 
é i 


Firm peaking, 322,417 kilowatts at $13.80 $4, 449, 355 
Hxcess capacity 42,783 kilowatts at $6.00 256, 698 
BHnergy 1,198,500,000 kilowatt-hours at 1.25 mills 1, 498, 125 


Total, revenue . - at . 6, 204,178 


Operating erpenses to Government under plan of sale at bus bars 


Operation of dams S565. 000 
Interest and amortization on investment in power *3, 243, 225 
Replacements_- * 365, 200 
Sales expense, SPA beset . 250, 000 


Total 4, 425, 425 


If Government (SPA) continues to operate and maintain, amortize, including 
interest on present (1954) Government facilities, amounting to $18,707,315, the 
cost to Government would then be increased as follows: 


Interest and amortization ‘$809, 278 
Operation and maintenance * 229, 440 
Replacements ; : . * 187, 073 

Transmission cost of present facilities , 225, 791 


Total cost to Government 


All operating expenses (including interest and amortization) on 
dams ae Be vor 
Transmission expenses (including interest and amortization) on 
Ni iannb asa: diesen incense ipa sg iain ta ia icelenainiibinsipapecmaiiaiaanion 


Total, cost to Government of plan II 


These figures are takea from exhibit A, SPA 
SUMMARY 
COMPARISON OF PLAN I AND PLAN II 


Plan I—SPA buys steam power from G. and T. cooperatives and lease— 
purchasing their transmission lines over 40 years 


Cost of plan... --- smeateuiniied — _.. $12, 304, 779 
Revenue from plan__------- 8, 696, 558 


Loss to Government __ sccm ‘ Ridin benqumenaiel 3, 608, 221 


Plan II—Sale to cooperating companies 


Cost to Government for production $5, 949, 216 
Revenue from sales to companies ; ‘ ; 6, 204, 178 


Net to Government eceienencieiiditasentl vi 554, 962 


Differing in favor of sale at bus bars or from existing Govern 
ment lines to companies__._._-_--~-__- siadetebieiiee ee aapten skeet 4, 163, 183 
Mr. Wiikes. My name is Frank M. Wilkes. I am president of 
Southwestern Gas & Electric Co. with headquarters in Shreveport, La. 


OPPOSITION TO CONTINUING FUND 


I want to attack the continuing fund on two bases, first that it is 
illegal and second that it is improvident. The first continuing fund 
came into existence in 1943. In June of 1943 the Army engineers 
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completed 2 dams, 1 in northern Arkansas and 1 at Dennison between 
Oklahoma and Texas on the Red River. 

The SPA was created that year by Mr. Ickes’ office | ry directive, and 
in December of that year the Congress set up in a deficiency appro 
priation bill a continuing fund of $100,000 which was to be used by the 
SPA for the purpose of providing “for emergencies - continuity of 
service.” That $100,000 continuing fund existed in that condition 
until 1950, 

In the years between 1943 and 1950 not one penny was ever taken 
out of that continuing fund. The continuing fund was not available 
at the time it was made for anything, but emergencies, and they come 
very seldom in a modern system. : 

In 1947, April 4, 1947, a contract was made between the SPA and the 
Texas Power & Light Co., which I know you gentlemen have heard 
plenty about. U nder that contract not a single penny was necessary 
out of the continuing fund. A contract has been made as said a while 
ago between the Oklahoma companies and the SPA, and under those 
contracts we will have testimony later on from the vice president of 
the Oklahoma Gas & Electric Co., and he will state to you that unde 
that contract the continuing fund is not necessary. 

Senator ELLenper. Why is that / 

Mr. Witkes. Because there is an exchange of power between the 
private companies and the Government. The Government has what 
you call peaking power that is very valuable in a large system, and 
the companies take that peaking power on one basis and make avail 
able continuous power on another basis. 

Senator Etienper. According to the testimony there was $70,000 
used out of the continuing fund that we had last year to pay 
Oklahoma. 

Mr. Witxes. Yes. 

Senator Extenper. So that continuing fund is necessary in some 
cases 

Mr. Wirxes. That is right. The continuing fund is not necessary, 
it can be handled in another way instead of that way. I will have 
somebody from Oklahoma testify in a moment. 


SOUTHWESTERN CONTRACT WITH SPA 


Southwestern also has a contract with SPA, whereby it purchases 
power from Narrows Dam in southwest Arkansas, and that contract 
has been in effect now for 2 years, and it has not been necessary to 
have a single penny come out of the continuing fund for that. After 
this committee had acted on a request to make the continuing fund 

$300,000 and move it over under the ap eres, bill instead of 


where it was in the deficiency bill some years before, Senator Kerr on 
the floor of the Senate introduced an amendment to the continuing 
fund. In introducing that amendment Senator Kerr said that “the 
intention of the amendment was to provide funds for the panini 
trator of Southwestern Power Administration to pay wheeling 

charges and to pay for electric energy under contracts similar to the 
Texas contract.” His statement is ¢ Je: irly on the record that he wishes 
“to make it crystal-clear that this was the sole re pose of this amend 
ment,” that is, “to enable Southwestern Power Administration to make 
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contracts with private electric utility companies similar to the Texas 
contract.” 

Of course for contracts similar to the Texas contract there was no 
necessity for that fund, The Oklahoma contract can be handled in 
a different way. 

Senator Corpon. Is it handled in a different way ? 

Mr. Wraes. I understand that they made payments of a wheeling 
charge through their continuing fund of about $70,000, and I will 
ask somebody from Oklahoma to ) testify to that. 

Instead of using that fund for the purpose made “crystal clear” by 
Senator Kerr, the next thing we know a contract is made between the 
electric cooperatives and the Department of Interior whereby the De- 
partment of Interior who had been denied by this committee and by 
the Senate and the committees of the House and on the floor of the 
House the right to build steam plants and also the right to build a 
whole area full of transmission lines. The House and Senate both 
told them that you cannot have steam plants, and you cannot build 
any transmission lines except those that are necessary because section 
5 of the Flood Control Act says that is all you can build. 


UNUSUAL TYPE CONTRACT 


Well, this supercooperative-SPA contract is one of the most weird 
contracts I ever saw. The REA cooperatives, 3 or 4 of them, go 
together and make a supercooperative. That cooperative then bor- 
rows money from the Department of Agriculture and constructs large 
steam plants. There is one in central Missouri of 40,000 kilowatts 
and another one in central Missouri of 15,000 kilowatts and one over 
in Oklahoma of 30,000 kilowatts. There is a total of 85,000 kilowatts 
of steam capacity which has now been constructed by REA funds. 
They then build several thousand miles of transmission lines. 

The transmission lines are the very lines, Mr. Chairman, that this 
committee turned down in 1946, 1947, 1948, and on through. They 
then lease those transmission lines, the REA, to the SPA for a period 
of 40 years. At the end of 40 years the lines become the property of 
the Department of Interior by payment of $10, although there is 
involved several million dollars in those lines and in those plants. 

The output of the steam plants is sold on the basis of 85 sercul load 
factor tothe REA. Imeanrathertothe SPA. That also is dedicated 
for a period of 40 years, 

Now your continuing fund, if the continuing fund is to be used to 
just pay wheeling charge to get this hydro out to the customer, even 
if the principal is carried out on a cash basis it would amount to only 
a small amount of money. With all the power they have to wheel, 
they have only, say, a billion kilowatt hours maximum, in this picture, 
770 million kilowatts. At a mill that would be $770,000 if they wheeled 
all of it, but, of course, they are not going to wheel all of it. 


PURCHASE OF STEAM POWER 


The big charges in that continuing fund are the purchase of tnis 
steam power from the supercooperatives and the leasing of the trans- 
mission lines on a pay-out basis because they will have to pay out in 
40 years just like a man takes a pay out on an automobile or something 
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of that kind, he has to pay the interest and pay the principal off in 
these 40 years. That is where your continuing fund is going. 

Senator Maenuson. Your contention is there that if they had a big 
continuing fund that they would use it improperly ¢ 

Mr. Wirxes. That is right. 

Senator Magnuson. And you contention is that they have used it 
improperly ? 

Mr. Witkes. Yes, sir; my contention is that it has not been used 
yet, but my contention is first that it is illegal. 


LEASE OF TRANSMISSION LINES 


Senator Corpon. Is it correct to say that the major portion of the 
$3 million is planned to be used to pay the lease rental on so-called 
backbone or high power transmission lines which have been built by 
public bodies through the agency of borrowings from the Rural Elec- 
trification Administration and that the money paid for the transmis- 
sion lines is not offset by money paid to the Southwestern Power 
Administration by the owner of the transmission lines or the members 
of that particular entity ? 

Mr. Wixkes. Yes, sir; I think that statement is correct ; that is, this 
money is loaned to the cooperatives by the Federal Government under 
the Rural Electrification Act of 1936. Then the contract is made with 
the Department of the Interior for the sale of all that power and the 
lease of the lines. Payment of these charges comes out of the Treasury 
of the United States to reimburse the cooperatives. 

Senator Corvon. You have not gotten the point. I would like to 
get this thing straight in the record so that we know exactly what we 
are talking about. 

There is a Central Electric Power Cooperative which would be the 
recipient of certain moneys for purchase or for purchase of power and 
service charges. Now I do not know whether they purchase power 
and service charges from Central Electric Power Cooperative or not. 
They purchase one or the other. Someone says both. Do they sell 
power to the Central Electric Power Cooperative ? 

Mr. Witxes. They sell power from their general service, general 
supply power. They do sell power to the Central Cooperative who in 
turn distributes it to the member cooperatives. 

Senator Corvon. Just forgetting for a moment whether this is legal 
or illegal, and I understand the courts are going to determine that 
question, would it not be possible to pay whatever rental charges 
might be required from the receipts for the sale of the power to the 
Central Electric Power Cooperative ? 

Mr. Wrrkrs. There will not be nearly enough money coming in 
on that, Senator, to do it. 

Senator Corpon. In other words, there will be a continuing deficit 
so far as the Government is concerned between its outgo to Central 
Electric Power Cooperative and its income from that cooperative ? 

Mr. Wirxrs. Oh, yes. There is no relationship between the two 
amounts whatsoever. 

Senator Corvon. Let us forget whether there is a relationship or 
not. There is a relationship between dollars wherever you find them. 
If they have a contract to lease lines and they are paying so much 
money and they have a contract to sell power and they receive so much 
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money per year, then there is a relationship between the two beca 
one is either bigger than the other or they are equal. 

Mr. Wirxes. Yes, sir. I am really confused on your question. 

Senator Corvon. I am sorry. Is it still correct to say that the 
income, and I take one of them as an example, the Central Electric 
Power Cooperative, will be less per year than the outgo from the 
Government to that cooperative ? 

Mr. Wirxes. It will be very much less. 

Senator Corpvon. For the use of its lines? 

Mr. Witxes. The money coming to the Government from the co 
operative is a mere fraction of what the Goversment is paying to 
the cooperative. 

Senator Corpon. We will get the dollars facts sooner or later. 
We will get them in due time. Your understanding is there is more 
paid out to the cooperative from Southwestern than Southwestern 
receives from the cooperative each year ¢ 

Mr. Wiixes. That is correct. 

Senator Corpon. Then that difference would represent this total 
of $3 million, somewhere along the line. Go ahead. 


PENDING LAW SUITS 


Mr. Wiurxes. There were two lawsuits filed against the use of the 
continuing fund for purchase of steam power and rental of trans 
mission systems. One was filed in the district court of the District of 
Columbia by 12 companies in Missouri, and the other one was filed 
in the State of Arkansas before the utilities commission, appealed to 


the circuit court of Pulaski County, Ark., and from the Pulaski circuit 
court it went to the supreme court of the State. The supreme court 
decided against the legality of the continuing fund arrangement be- 
tween the SPA and the G. & T. cooperative. That is included in my 
testimony. 

Senator Corpon. I was under a misapprehension then. Your testi- 
mony has three parts, and you desire to have both of those exhibits 
tendered into the record. 

Mr. Wixes. Yes, sir. Exhibit 1 comes in the middle of page 9. 
That has to do with the legality of the matter. 

Senator Corpon. In the State of Arkansas? 


FINDINGS OF ARKANSAS COURT 


Mr. Witxes. In the State of Arkansas. The court of the State 
of Arkansas says this: 


To sum up our discussion of the Federal law: Congress has in no fewer than 
three ways expressed its belief that SPA’s proper function is to sell hydro power 
in wholesale quantities rather than to sell at retail by the integration of steam 
power. First, the dams were originally approved upon the assumption that the 
current would be marketed as peaking power, which is necessarily a transaction 
at wholesale. Second, the Flood Control Act refers only to hydro power and 
specifically directs that the sales be in wholesale quantities. Third, when SPA 
proposed a comprehensive plan for the construction of steam plants, Congress 
rejected the proposal. Opposed to this settled legislative policy is only the 
suggestion that by creating the continuing fund Congress meant to enable SPA 
to purchase steam-generated electricity and thereby to become a vendor of firm 
power. It is perfectly clear, however, that the appropriations to the continuing 
fund have been intended to permit SPA to perform its wheeling contracts and do 
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not represent a departure from the. policy implicit in the permanent legislatio: 
We are not convinced that Congress, by the approval of appropriati measures 
which are effective for only a year, has thereby decided to authorize the expendi 
ture of the continuing fund for purposes completely at variance with the general 
laws. 

We conclude that the SPA-Arkansas Electric contracts are contrary to Federa 
law as well as to our own Act 342. The judgment of the circuit court 
accordingly affirmed. 

‘That was a se ven-judge court in Arkansas, and all judges CONnCUrrea, 

Senator Magnuson. This is the local court / 

Mr. Winkes. Supreme Court of Arkansas. That settled the que 
tion once and for all about the continuing fund in Arkansas. It 
cannot be used in Arkansas for that purpose. 

On the Federal question six of the judges concurred and Justice 
McFaddin did not join with the remainder of the court in deciding 
the Federal ground since it was his view that the State ground had 
already disposed of the case and it was not necessary to go to the 
Federal ground. 

Now the other lawsuit has reached this stage, that beginning Janu 
ary 12 to January 16 evidence was taken before Judge McLaughlin 
down in the district court of the District of Columbia. His —- 
has not been handed down, but we expect it almost any day. If i 
upholds the Arkansas judgment, and we think it will, then the con 
tinuance of the contested use of the continuing fund is illegal, and 
we want to ask the Senate to go along with the House version of it 
because certainly you do not want to be handing money out that will 
be spent illegally. 

Senator Corpon. ~ ay I interrupt you ¢ 


Mr. Wiixes. Yes, s 
PARTIAL EXECUTION OF CONTRACT 


Senator Corpon. I am just a country lawyer, and I like to think in 
terms of the simple things. I like to see net results flow from any 
situation, and in this case I understand whether the contracts are legal] 
or illegal that they are partially executed. I refer to the contracts be 
tween Southwestern Power Administration and these so-called supe! 
cooperatives. What is the fact as to what has been done in the way of, 
one, creating generating power, and, two, constructing transmission 
lines and its affiliated accessories such as substations and the like? 


ANADARKO PLANT 


Mr. Wixxes. The Anadarko situation in Oklahoma, the plant is now 
complete, the generating plant is now complete and is ready to be 
tested in the next few days. 

Senator Corpon. How many kilowatts? 

Mr. Wirxes. 30,000 kilowatts. 

Senator Corpon. All right. 

Mr. Wiuxes. I do not know whether all the transmission lines have 
been built yet in Oklahoma, but a great part of them have been, and 
they are not being used yet 

Senator Corpon. Are ‘they usable ? 

Mr. Wiuxes. Yes, sir, the lines are all right, they are usable. 
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Senator Corpon. Would they be of value to the distribution of 
power in the area irrespective, forgetting the question of ownership 
or agency of operation ? 

Mr. Wivxes. Yes, sir, they are usable. All of them are usable, al- 
though some of them are duplicative but not much of them. 

Senator Corpon. Assuming that we are faced with a situation re- 
sulting from a decree judging the contracts to be illegal, what disposi- 
tion could be made of the assets in the area which have been constructed 
by the use of borrowed Federal money ? 


DEPARTMENT OF INTERIOR MEETING 


Mr. Wixxes. Yesterday, Mr. Chairman, we had a meeting with 
Governor Aandahl in the Department of Interior. It was a meeting 
attended by about 80 or 90 rural cooperative men and the representa- 
tives of these 12 companies. We went over the whole matter of con- 
tracts and things of that kind. We made the categorical statement to 
Governor Aandahl that in the event the use of this continuing fund 
is illegal, which we think it is, that the companies will go ahead with 
the co-ops and stand in their shoes; that we will either lease those 
lines oan pay re *ntal enough on them to retire the investment over a 
period of 35 years, or we will buy them and will in either event 
operate them as part of our system. 

That is not the first time that we have had to do that with the super- 
cooperatives. During the war the REA undertook to build a line 
from Pensacola Dam across the mountains to serve an aluminum 
plant in Arkansas, 193 miles long. It cost $3.8 million to build that 
line. At the end of the war when the aluminum business slacked up, 
some of their co-ops who had signed the notes to borrow that money, 
5 of them in southern Arkansas and 5 in Louisiana, the nearest one 

was 60 miles away, and the farthest one 400 miles from the southern 
end of the line, were stuck with $3.8 million that they had no use for 
whatsoever. We came to them axid traded with them and gave them 
$3.8 million, and the line is now being used in our systems by 3 
companies. 

One of them is my company. I bought the line from the co-ops. 

Senator Corvon. My question is not pertinent to this immediate 
inquiry, but I just wanted to know what had been considered, and I 
understand from your answer the whole matter has been considered 
with reference to the Government investment resulting from this 
contract. There are a lot of Federal dollars in there, and I want to 
know whether the Government is going to get them back. 

Senator Magnuson. Mr. Wilkes, let me ask you one question. You 
made the flat statement when you said that the continuing fund is 
illegal. I want to get this straight. My understanding from you is 
that it is not the fund itself that is illegal but it is the use of the fund? 

Mr. Wixkes. Yes, sir; I did not mean the fund. 

Senator Magnuson. I did not think you wanted the record to stand 
that way because we could appropriate $20 million, and we would 
not be doing an illegal act. 

Mr. Wixkes. I am glad you corrected me on that. 

Senator Magnuson. The use of the funds might be illegal. 

Mr. Wrixes. Yes. 





INTERIOR DEPARTMENT APPROPRIATIONS, 1954 1463 
CHANGE IN METHOD OF USE OF CONTINUING FUND 


Senator Evienpver. As I recall, Congress changed its method of the 
use of this so-called continuing fund last year or the year before lasi. 
As you pointed out, the fund amounted to $300,000, and this fund 
was used in order to acquire through lease and otherwise various 
facilities that were built by the cooperatives and then leased by the 
coope ratives to the SPA? 

Mr. Wixes. Yes, sir. 

Senator Ettenper. We changed that with an understanding, how- 
ever, that for those contracts that were in existence, and to carry on 
those contracts, we agreed, as I remember it, to prov ide the necessary 
funds with the understanding that this continuing fund would not be 
used to further expand on the contracts that were then in conti mpla- 
tion. Do you recall that? 

Mr. Wiikes. Yes, sir. The change last year was changing it from 
a continuing fund to an annual appropriation. It i not a continuing 
fund any more. 

Senator ELitenver. But to carry out the purpose of the then-existing 
contracts ¢ 

Mr. Wirxkes. That is right. 

Senator EtLenper. Well, now what is wrong with it? 

Mr. Wixkes. If the contracts are illegal, then the Federal Govern- 
ment cannot use that money. 

Senator Extenper. That is your view, and it has not been finally 
decided. It was my understanding that this continuing fund as origi- 

nally used was, as you say, used not as intended by the ¢ Yongress ? 

Mr. Wirxes. That is right. 

Senator Eitenper. Now at that time all of these contracts to which 
you are now referring and which are in the course of being completed ; 
that: is. wes moe is being completed, we were then to appropriate, as I 
remember it, funds in order to carry them out, but no funds would be 
spavopristed in the future to further expand so as to further enter 
into any contracts? 

Mr. Witxes. Senator, as I recall it there was no statement made in 
the minutes of the meeting of the committee nor before the Senate 
on the floor of the Senate or the floor of the House. 

Senator E_tenper. But there was an understanding to that effect. 
They have not made new contracts, have they? 

Mr. Witkes. No, sir, they cannot make them now until we get these 
lawsuits settled. But if the lawsuits go against the companies; that 
is, if the court in the District of Columbia finally rules that these con- 
tracts between the supercooperatives and the Department of Interior 
are legal, you are going to be spending millions and millions and mil- 
lions of dollars because if they can build 4 of them, they can build 400 
of them. If they can build 80,000 kilowatts, they ean—— 


FUNDS FOR EXISTING CONTRACTS 


Senator Ex:enper. I think we can stop them here in Washington. 
But in all good faith it is my honest belief that Congress should ap- 
propriate the money in order at least to carry out the existing 
contracts. 
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Senator Haypen. Senator Ellender, I think you are absolutely right 
the way I understood it last year. We were to transfer this situatio 
from an unlimited amount of money to be utilized to make contracts 
with co-ops in the future to build steam plants and make contracts fo: 
the repayment of the cost of transmission; we said, “Now that we are 
going to stop.” 

Senator Evtenper. That is right. 

Senator Haypren. The way to do that was to fix it so that the money 
had to be appropriated each year for this purpose. But there was 
nothing said nor no understanding that the existing arrangement 
wherever it existed was to be destroyed. I never understood it. that 
way at all. On the other hand, I understood that to carry it out we 
had to know how much funds would be necessary. 

Senator Corpon. There were no funds appropriated last year for 
these super-cooperatives because there was no need for them. 

Mr. Wixxes. Senator, may I refresh your memory on that matter? 
If you look in your committee report you will see that both in the 
Senate committee report and the House committee report and the 
conference report the statement is made that this appropriation last 
year was not in any way a continuing fund; that the lawsuits were 
pending and you rec ognized the fact th: at they were pending and that 
the appropriation was not to carry out these contracts. 

If the courts said they were illegal, you did not want to do that. 
That is what you had in the reports last year, is that not right, Mr. 
Chairman ? 

Senator Corpon. That is correct. 

Senator Maanuson. What you are saying to this committee is that 
a continuing fund is legal, but that we as a matter of policy should not 
appropriate money for a fund for use illegally on a matter that has 
not been decided except by the Ar kansas State court / 

Mr. Wrixes. That is correct, and I think you ought not to appro- 
priate money until that is decided. 

Senator Maenuson. I understand what you mean. That might 
apply to anything we might appropriate for the next few years, 

Mr. Wirxes. With a faweurt? 

Senator Magnuson. There are all kinds of lawsuits pending about 
money. 

Senator ELtenper. You say, Mr. Wilkes, that some of these lines are 
virtually completed and being used and some of the steam plants are 
about to be completed and are going to be used ¢ 

Mr. Wiixes. That is right. 

Senator Extenper. Unless the Congress provides funds as is re- 
quested here, how can they operate ¢ 


OFFER TO LEASE LINES 


Mr. Wiikes. Well, we told them in our meeting yesterday we would 
lease these lines. 

Senator EL.tenper. Surely. 

Mr. Wixxes. Let me speak to these other points. 

Senator Haypen. Let me get that. The effect of it would be that 
we would appropriate so that this continuing fund could be used for 
interchange of power between the cooperatives and the Southwestern 
Power Administration. Whatever balances the private utilities had 
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could be settled out of this fund, but it could not be used to render the 
same services to the cooperatives. In other words, why should we dis 
criminate against a cooperative that has a steam plant, that can firm 
up power and that can purchase peaking power from the Southwestern 
Power Administration, why should we discriminate against them 

Senator Corvon. The thing is in the courts, and we do not know how 
it is coming out. This Congress cannot appropriate money irrespec 
tive of some statements made here for an illegal purpose. If the 
court holds that that contract is illegal, we cannot appropriate money. 

Senator Magnuson. It may not be advisable for us to do it, but I 
do not think we would be in contempt of court. 

Senator Corpon. They could enjoin us. 


COOPS RIGHT TO BUILD LINES AND PLANTS 


Mr. Wiikes. May I speak to Senator Hayden’s question? There 
is no contention on the part of the utilities companies at all that the 
REA’s do not have the right to build generating plants. They have 
the right to build all the generating plants they want to. They have 
also the right to build transmission lines. The generating plants they 
can use themselves, but when they go and make a deal with another 
agency of the Government to turn over lock, stock, and barrel a steam 
plant to another agency of the Government that has been denied hav- 
ing that steam plant, then that is the lawsuit we have. 

Tf the cooperatives up there in Missouri or anywhere you want to 
take them, the M. & A. I think has a 10,000 kilowatt plant in Poplar 
Bluff. The Government has built a line from Bull Shoals to tie 
in with that system. That contract, we would have no kick about it 
at all. Take the Government’s power over there and sell it to the 
cooperative. They ought to sell it for peaking capacity, but if they 
do not, that is all right. There is no purchase of electric power from 
M. & A. cooperative as I understand their contract. But that is en- 
tirely different from these other co-ops where they take a plant and 
sell that plant, all the output, lock, stock, and barrel to the Depart- 
ment of the Interior. They lease every foot of their lines to the De 
partment of the Interior. The Department of the Interior leases 
the lines and delivers power to the co-ops. This would not be true 
of a wheeling contract: there is a wheeling charge on just the power 
that is wheeled. 

S. P. A. in its contracts with the private companies does not lease 
our entire line, and they do not buy all the output of a steam plant. 
That is the difference. 


EXPLANATION OF CONTRACTS 


The other point I wanted to make was that these contracts that 
you are now going to put into effect through this continuing fund are 
improvident in the extreme. On that I have exhibit No. 2 to my 
testimony, which is on page 12, right ahead of the last paragraph on 
that page. If you look on pages 5 and 6 of that exhibit, under plan 
No. 1—there are two plans outlined in this exhibit. There are two 
plans for handling the power and energy from these Government 
dams. 
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One of them is to sell to the private companies, and the private com 
panies to take it out and serve the preferred customers of the Govern 
ment, the very customers that the Government is supposed to serve 
under section 5 of the Flood Control Act. 

Under plan No. 1 that is the plan for the cooperatives where S. P. A 
buys the steam power and energy from the cooperative. 

Under plan No. 1 the Southwestern Power Administration has, for 
for the year 1954 available for disposition power and energy 
from mulitple-purpose projects therein, listed a total of 773,800,000 
kilowatt-hours of firm energy from hydro sources. Also, it acquires 
and has full disposal of 655.900.000 kilowatt-hours of firm steam 
energy from its purchases from G and T cooperatives. In other 
words, they are buying almost as much steam power as they have in 
all of these multiple-purpose projects that will be operated in 1954. 

The study called plan No. 1 on page 5 of my Exhibit No. 2 comes 
from the testimony given by the Southwestern Power Administration 
engineers under oath before the district court of the District of 
Columbia. 

The study by the sale of this power and energy under plan No. 1 
that a gross revenue will accrue to Southwestern Power Administra- 
tion of $8,696,558. ‘The costs of operation with slight corrections due 
to the proper number of years of amortization and proper interest 
charges on power facilities are shown as $12,304,779, resulting in a 
net loss to the Government, that is, the taxpayers, of $3,608,221 for 
the year. They are taking from the continuing fund another $3.- 
536,000, I think, that was asked for in the continuing fund this year, 
and after they expend that they will turn around and sell all the 
hydro they have and lose $3,608,000. 

Under plan No. 2 all power and energy is sold at the bus bars or 
from existing transmission lines of the Government. extending from 
multiple-purpose projects to the interconnected and integrated com- 
panies now serving more than 90 percent of all users in the four-State 
area. Nosteam power is purchased by the Federal Government, and 
no transmission lines are leased in their entirety by the Government. 
Companies would deliver power and energy for Government’s ac- 
count to certain preferred customers of the Government if Govern- 
ment so desires, but this expense would fall on the preferred customer 
receiving service and not on the Government. 

Under this plan, Government would receive a gross revenue from 
sales to the companies of $6,204,178. The cost to the Government 
for production of power and energy in multiple-purpose projects, in- 
cluding amortization over a 50-year period with interest at 3 percent 
with cost of maintaining and operating Government’s transmission 
lines already constructed and amortization of same over a period of 
40 years, would be $5,649,216. 

This would leave a net of $554,962 after all expenses for Government 
under plan No. 2 without any direct competition with companies and 
without involving the Department of the Interior, SPA, and the De- 
partment of Agriculture, REA, in what probably will be decided as 
an illegal action. Thus it will be shown by the attached tables that 
a direct sale to the companies as envisioned in the Southwestern Power 
Administration-Texas Power & Light Co. contract, Southwestern 
Power Administration-Oklahoma Companies contract, Narrows Dam 
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contract, and the proposed M-5-R draft of contract would save the 
taxpayers of America in 1954 the amount of $4,163,183 over the G. & 
T. cooperatives-Southwestern Power Administration plan. 


LOSS TO GOVERNMENT 


When you add to that the following succeeding years where you 
take the whole year and remember that the first thing they asked for 
was $5,767,00 0, ‘and because the plants were not ready to run they cut 
that back to $ $3,576,000. But when you get a full year, Senator, it is 
going to be $8.5 million that will have to ‘be paid for the lease of those 
lines and the purchase of the steam power. You take that {8.5 million. 
They have already shown before the district court that they must 
sell all the kilowatt-hours that came from these dams and all the 
steam power and energy purchased by SPA to get this $8 million gross 
revenue. 

When you put that on you are going to be losing $8 million or $9 
million a year in this wholly illegal kind of contract. 

Senator Maenuson. In other words, he loses :t in a different way? 

Mr. Witkes. Loses it in a good sure enough way, but the taxpayer 
has to stand it. 

Senator Corpon. I would like to ask you a question on that one 
right off the bat. You have indicated here, and I am assuming the 
correctness of these figures for the purpose of my question, that this 
power was sold at the busbar to the companies? 

Mr. Witxes. Whi * page ? 

Senator Corpon. 13. The figures are on 12, 13, and the summary on 
page 14. In other white that there would be a net to the Govern- 
ment over the cost of production of $554,962 per year ? 

Mr. Wirxkes. That is correct, yes, sir. 

Senator Corpon. But that if the SPA were to operate according to 
its plan that the cost to the Government would be $3,608,221 per year 
in excess of the returns to the Government ? 

Mr. Wrxes. Yes, sir, that is correct. 

Senator Corpon. Or, in other words, that the companies’ proposi- 
tion would mean a net gain to the Government of $4,163,000 over the 
plan of operation of Southwestern Power Administration ? 

Mr. Wirxes. That is correct. 


SERVICE TO PREFERENCE CUSTOMERS 


Senator Corpon. Assuming that those figures are correct, my ques- 
tion is what would be the position of the preference customers. 

Mr. Wirkes. They both would serve the same customers. 

Senator Corpon. At what rate? 

Mr. Witxes. The rate would be—let me get to that in a minute. 

Senator Corpon. Do you have an immediate answer that could go 
into this record? Will they receive a rate from you as low as they 
would receive from SPA or would it be a higher rate? 

Mr. Witxes. They would get the same rate exactly that we would 
pay the Government at the dam for the power. We would deliver 
it to the preferred customers as a continuous power, using it 24 hours 
a day, we would deliver that same amount of kilowatts and the same 
kilowatt-hours delivered to the preference customers just as far as 
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it will go. We will take that power which we get from the dam and 
use it as peaking power in our system. Peaking power is worth a 
great deal more per kilowatt-hour than continuous energy is. 

T i customer who uses the continuous energy from our syste m will 
get a rate made up of two parts, one would be the demand charge and 
the energy charge for the first 200 hours and the kilow: att that the 
Government charges us. The additional 300 kilowatt-hours that we 
would furnish him would be furnished by our companies at off-peak 
rate which would mean that he would get the lowest possible rate 
that he can get anyway, any source he can get. It would be below 
schedule A rate, which is—then there is a wheeling charge for wheel- 
ing that 200 kilowatt-hours, and we have not decided what it will be. 

Senator Corpon. Do you have any idea what it would be? It seems 
to me that is the meat in the coconut. 


] 
i 


WHEELING CHARGE 


Mr. Wiukces. I think the wheeling charge would be something on 
the order of 144, maybe 21% mills per kilowatt hour. Now that is 
not a very high wheeling charge. 

Senator Corpon. It is not a high wheeling charge if you were going 
to take it from the dam to the customer, but that is not what you 
are going to do. You are going to deliver power to them from the 
nearest outlet where you have your generator. 

Mr. Witxes. It goes into the charge that we charge the customer. 
The wheeling charge is the very thing that this committee has been 
telling us you wanted. 

Senator Corvon. I would suggest that you sit down with a sharp 
pencil on it. 

Mr. Wirkes. You have wheeling charges in the Montana-Dakota 
area and in the other areas. 

Senator Evtenper. Not at those rates. 

Mr. Wrkes. It varies. 

Senator E.ienper. I do not know of any as high as 2 mills. The 
highest one was 134 here in Virginia. 

Senator Corpvon. It is not that. 

Senator Etnenper. Over 100 miles. 

Mr. Wirxkes. On the matter of wheeling charges, Senators, this 
rate that we make is going to have to be approved by the Federal 
Power Commission because they are the ones that have jurisdiction. 

Senator Corvon. The contract is going to have to be approved by 
the Interior Department, too. 

Mr. Wirxes. That is correct. 

Senator Corpon. We are interested here somewhat in it. 

Mr. Witxkes. May I speak now to the matter of contracts? 

Senator Maenuson. There was testimony which you heard here 
from, say, the mayor of Vinton, La., who said that they are not 
paying 13 mills, but that they figured, the Municipalities Association 
figured, they could get it as low as 5 to 6 mils. 

Mr. Wirxes. They will never get it down to that point. 

Senator Maanuson. You say to the committee here that you would 
sell all. The companies have made a statement, Northwest, Missouri, 
and all the groups that you represent, that you say there is not an 
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area that you cannot give them power. Now what would be the 
average rate that you would give these people power 


AVERAGE RATES 


Mr. Witkes. Your municipal rates would be somewhere on the 
order of 714 to 8 mills. 

Senator Magnuson. 714 to 8% 

Senator Extienper. Average. 

Mr. WixKsEs. That would.be the average. 

Senator ExLenper. What would be the highest and lowest f 

Mr. Wires. The highest would be 814 mills in Missouri and 6! 
mills in our territory, a difference of fuel costs to make the kilowatt- 
hours. 

Senator Magnuson. Would you be willing to make a contract right 
now for this price ? 

Mr. Witxes. If I get the power. 

Senator Magnuson. If you get the power at the bus bar; yes. 

Mr. Wirxes. Senator, tz alking about bus bar, any deal that we have 
been talking about, the cooperative or any other, is a bus-bar sale. 
If we are going to use our lines it has to be a bus bar. 

Senator Magnuson. I think it has been loosely used. 

Mr. Wivxes. There has been a lot of propaganda about it. 

Senator Maenuson. It has been loosely used. 

Senator Corvon. The bus bar has to be used by the Federal Govern- 
ment, too, because that is the time that the costs attach; that is incident 
to delivery, and you cannot get away from it. 

Mr. Wixxes. In December of 1951 after several months of acceler- 
ated negotiations, we have been negotiating with these people on these 
contracts since 1946, after several months of accelerated negotiation 
our minds met; that is, Mr. Wright and his staff and the members of 
the 12 companies. Our minds met. The contract was an unusual 
situation which was enjoyable on both sides. We came to have a good 
deal of respect for each other. 


MEETING WITH SECRETARY CHAPMAN 


The negotiations were in a room four times the size of this room. 
Every one of the companies had their chief representatives and lawyer 
oresent. We had the representatives of Mr. Wright’s staff. Mr. 

Vright and I sat at one end of the table with his mouthpiece on one 
side and my mouthpiece on the other. The negotiations were carried 
on between the two of us. Everybody heard everything; I do not 
think you could have gotten an agreement in any other way. That 
contr: act came up here in early January 1952, with Mr. Wright's bless- 
ing and with a letter from every one of the 12 companies saying they 
were willing to sign that contract. That contract lay on Mr. Chap- 
man’s desk from Januar y 16, 1952, until January 19, 1953, the day 
before the inauguration, and then C hapman sends it back to Mr. 
Wright with the 1 nastiest letter you ever saw in your life. 

You would have thought that with the negotiation done with the 
perfect sanction and direction of this committee and of the House and 
with the understanding that the negotiations would be handled along 
the lines of the Texas contract. After the inauguration, that action 
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of Chapman’s could not occur; we again were told to go ahead and 
negotiate. 

Senator Exn.tenper. In that contract you provide for the 
municipalities ? 

Mr. Wivkes. Yes, sir. 

Senator Ernenver. Are you going to tell us about the new contract ? 

Mr. Wirxes. Yes, sir. 

Senator Corpon. Did you have any draft of a contract that excluded 
the municipalities? 
Mr. Wirxes. Yes, sir, I will tell you about that in just a minute. 








1953 MEETING WITH GOVERNOR AANDAHL 

















In February 1953 I came up here to talk to Governor Aandahl, 
and I told him that we would have to do some renegotiation with Mr. 
Wright and that we wanted to have the privilege of coming up to his 
office if we could not get together. Mr. Wright produced another 
brand of contract which is entirely different from the M-5-R. It 
gives us the right to buy a kilowatt for every kilowatt that we wheel. 
We did not have anything to grow into, the Government did not dis- 
pose of all its energy, it left him in the position where he could raid 
us any time he wanted to. 

Senator Corpon. Gentlemen, we will recess at this time and come 
back at 7 o’clock this evening. 

(Whereupon, at 4: 58 p. m., the subcommittee recessed to reconvene 
at 7 p. m., of the same day.) 










EVENING SESSION 


Senator Corpon. The committee will come to order. 
Mr. Wilkes, do you have a further statement ? 


SOUTHWESTERN GAS & ELECTRIC CC 





)., SHREVEPORT, LA. 
STATEMENT OF FRANK M. WILKES, PRESIDENT—Resumed 


M—5—R CONTRACT 










































































Mr. Wrxes. At the time of the recess I was talking about the 
M-5-R contract with the companies. It is generally accepted by the 
municipalities and cooperatives and by Mr. Wright at the Dep: irtment 
of the Interior, and it has been lying on Mr. Chapman’s desk for more 
than a year but finally turned down the d: ay before the new adminis- 
tration came into power. 

The M-—5-R contract provided for the delivery by the companies of 
1 kilowatt to the customer, if it became a customer of the Government. 
For delivering that kilowatt, we received half kilowatt of capacity 
for free. That is, for the use of our machines to make a continuous 
power with it. 

Senator Corvon. State that again. 

Mr. Wrirxes. For every kilowatt of power delivered for the Govern- 
ment’s account, to the Government’s customers, these preferred cus- 
tomers, we received our pay by receiving a half kilowatt without any 
cost to the companies. Then we were allowed to buy in addition to 
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that 0.15 of a kilowatt for each kilowatt we delivered to the Govern- 
ment’s customers. 

The delivery was to the Federal Government who in turn sold power 
and energy direct to the customer. It was a bus-bar sale, just as I 
said this morning. We got the power and energy from the Govern 
ment up at the dam, and we delivered it to the customer maybe four or 
five hundred miles away, using our own facilities to furnish the power 
and energy on a continuous basis. 


OBJECTIONS OF SECRETARY CHAPMAN 


One of the objections of Mr. Chapman was the trading in kind, their 
giving us a half kilowatt instead of making a money exchange, where 
the Government customers received power and energy with a con- 
sideration of additional kilowatts for delive ring the power and energy, 
so that the dollars and cents could not be evaluated. When we com 
menced to get together for the new negotiations 

Senator Macnuson. What reason did he continually give for not 
having the kilowatt exchange as against the money exchange? 

Mr. Witkes. He never gave the companies any reason for it at all. 
I did not see the letter, but he wrote to Mr. Wright. Mr. Wright held 
it in his hand and showed it to me. That was one of his objections, 
that we were trading in kind instead of in money. He had 2 or 3 
other objections which were minor, but that was the main one he threw 
in there. The main one was he didn’t want the contract. 

Senator Maenuson. I understand he did not want the contract, but 
I was wondering why he gave no reason. 

Mr. WILKEs. ‘T don’t ha ave all the facts of that letter. 

Senator Magnuson. I do not know what difference that would make 
on the contract or anything else. 

Senator Corpon. Would there be any difficulty, Mr. Wilkes, in that 
connection by reason of the fact that these dams have a low load 
factor and that you would take from the dams or from the facilities 
at the dams the power if, as, and when it would do you the most. good? 


ADVANTAGES OF CONTRACT 


Mr. Wiirxes. That is the advantage of the M-5R contract. The 
way they determined the amount of power they had to sell to any- 
body from the dam was to take the amount of power to be produced 
in the dryest year on record, the number of kilowatt-hours, and divide 
that by 200 kilowatt-hours per month or 2.400 kilowatt-hours per year, 
and that gives you a value of several hundred thousand kilowatts 
of capacity for sale at that price. Where they had additional ca- 
pacity at the dam, to make a still lower load factor, the capacity that 
was not to be accompanied by the 200 kilowatt-hours was sold to us 
at half price. The firm power was $1.20 kilowatt demand, and 
then for the excess hydro capacity which had no kilowatt-hours with 
it, we would pay half that, or 60 cents a kilowatt-month for that. 
We would buy with the firm capacity, to be delivered 200 kilowatt- 
hours to us for every kilowatt of capacity, firm eapacity, that they 
had. But the excess capacity then would be put on top of the other 
and we would use our 200 kilowatt-hours on a basis where fewer 





1472 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


hours with more capacity was available. The only feature I see about 
the M-5R draft that there would be an objection to was that you are 
dissipating your peaking capacity that you had available for resale, 
say, to these other customers, preferred customers. 

We were stepping in there under that contract, and becoming : 
preferred customer to the tune of half kilowatt that we would get 
with the 1 kilowatt we delivered. That was the only feature I see 
that was wrong. It features the same thing as the Texas contract, 
where the Texas Power & Light Co. bought all the output of the 
Denison Dam, which is 35,000 kilowatts, and the sy delivered to Govern- 
ment customers up to 2400 kilowatt-hours per kilowatt. The differ- 
ence between the 25 and 35 is what Texas gets in place of that half 
kilowatt that they give us. 

Senator Maagnuson. And they can use it any way they want to? 


OKLAHOMA CONTRACT 


Mr. Wirxes. Yes. The Oklahoma contract, there they do not buy 
any bloc of power, but they get under the Oklahoma contract 114 
kilowatts for every kilowatt they deliver to the customer. They get 
the half kilowatt free, you see. 

Senator Corvon. That is what your contract was for. 

Mr. Witxes. Then at Narrows Dam, we buy all the power of Nar 
rows Dam, which is 17,000 kilowatts, but it only has with it 16 million 
kilowatt-hours of firming energy. We can use that 17,000 kilowatts 
any number of hours we want to if the water is available to operate. 
We deliver them for the Government’s account to cooperatives of 
Texas and Louisiana, 2 in Texas, 1 that buys all its required capacity 
from us and 1 that buys part of it, 2 in Louisiana that buy part of 
their requirements under the Narrows Dam contract. We deliver up 
to 5,000 kilowatts of capacity that we get from Narrows Dam, delivered 
to those customers, and with it goes 200 kilowatt-hours with every 
kilowatt we deliver to these customers. 

So we are delivering about 12 million kilowatt-hours of energy a 
year to these preferred customers of the Government, which takes al- 
most 12 million kilowatt-hours at the dam. So you see it is a very, 
very low load factor dam. The water power in the central part of the 
country between the Rockies and the Apalachian’s is so much different 
from yours out West with reservoirs fed from winter snows. You 
veople talk in five or six hundred thousand kilowatts or millions of 
Eilowatts, and speak of a river that is fed by snows all year, and where 


the flow is pretty constant. But ours is not. Ours is strictly peaking 
capacity. 


FURTHER DISCUSSION OF DISAPPROVAL OF CONTRACT BY 
SECRETARY CHAPMAN 


Senator Corpon. Did I understand you to say that Secretary Chap- 
man gave as his main reason for disapproving the contract the fact 
that is was basically an exchange of power rather than one of purchase 
and sale of power? 

Mr. Witkes. Well, that is what we got from the letter that Mr. 
Wright read to us. I didn’t get to read the letter, Senator; he just 
had it in his hand. He was very angry about it. He was telling 
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Chapman off about having waited all of that time, and over a year 
that the contract had been up there, and then Wright got that letter 
and he was either very angry or pretended to be very angry. He read 
that letter rather hurriedly and I can’t remember everything that was 
in there. 

Anyhow, that contract, as far as the State of Arkansas was con- 
cerned, went out the window in the Arkansas case, because in the 
Arkansas case the court in the State of Arkansas ruled that we could 
not sell steam power to the Government, that the customers, after all, 
would have to remain customers of the companies, and we would 
deliver this Government power to a customer of ours, I mean in the 
preference class, and we would service that customer, by rendering 
the bills and so forth, sending copies of all the billing and the rates to 
the Department of the Interior for them to check. 


RENEGOTIATION 


Then when we commenced renegotiations after the first of ” year, 
after this had been rejected, Mr. Wright made one draft of a con- 
tract which was an impossible contract because he couldn’t get the 
thing balanced like he had it balanced before with a half kilowatt, a 
half kilowatt being worth to us about $9 per kilowatt-year, and which 
would take care of the expense use of our systems to deliver this 
ower, 

The contract he offered to us was almost a million dollars less valu 
able to the companies than the one he had before. Of course, it was 
just submitted to us more for us to study than it was as a finished 
negotiation. 

I think maybe if we did have to renegotiate that contract, we would 
negotiate back and forth and get the right balance in there to take 

care of it. 

Senator Corpon. May I interrupt you again? Say your one-half 
kilowatt is worth $9 a year to you. 

Mr. Witxrs. The way I have arrived at that, Senator, is that it 
costs about $150 a kilowatt to build a modern steam plant, and 12 
percent fixed charges on that would be $18 a kilowatt-year. And half 
that, a half kilowatt, would be $9. 

Senator Corvon. A half kilowatt you get represents, if you gener 
ated yourself, $9? 

Mr. Wiikes. Yes, sir. That is the fixed charge on the steam plant. 

Senator Corpon. And for that half, you deliver how many 
kilowatts? 

Mr. Wiuxes. We deliver 1 kilowatt to the customer for every half 
that we get, or rather we get a half. 

Senator Corpon. You deliver it to the customer, where the customer 
is? 

Mr. Wikes. Yes, sir; we deliver it to him where the customer is. 


WHEELING CHARGE 


Senator Corpon. That includes a wheeling charge? 

Mr. Wiikes. We get a wheeling charge under that contract for the 
Government’s energy we take. 

Senator Corpon. Y ou are going to deliver a kilowatt of power toa 
customer somewhere. Where is there any wheeling charge, except 
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the wheeling charge that is included in the half kilowatt that you get 
for doing it? 4 

Mr. Wirxes. We don’t get any kilowatt-hours for us to accompany 
the half kilowatt. We get 200 kilowatt-hours delivered to us for 
every 1 kilowatt that we delivered to the customer and for the half 
kilowatt that we are given for taking that down there. Then we 
have to deliver the full 300 kilowatt-hours per kilowatt of customer 
load, and we have to deliver that full 300 kilowatt-hours to the cus 
tomer. So we get a wheeling charge, a relatively small wheeling 
charge, for carrying the energy down there. We didn’t charge it all 
toge ther on the energy, and the $9 was on the capacity. 

Senator Corvon. Well, that ¢: apacity does not mean anything. It is 
energy that you use, is it not? 

Mr. Wiixes. The capacity is what you want on your peak, and the 
energy is what you want all 24 hours a day. The actual use of the 
kilowatt becomes kilowatt-hours by multiplying hours times the 
kilowatt. 

Senator Corvon. And taking the kilowatt itself, and running it for 
the year? 

Mr. Wiixes. Yes, sir; that is right. 

Senator Corvon. What I am trying to get here is this: If you get 
a one-half kilowatt of capacity, if you want to call it that, to change 
it into energy it is a half a kilowatt operated around the clock for 
a year, or one-half a kilowatt times whatever hours there are in a 
year. 

Mr. Wirxes. Eight thousand, seven hundred and sixty kilowatt 
hours would be a hundred percent load factor for a kilowatt-yea 

Senator Corpon. So you get 8,760 kilowatt-hours, or one-half of 
that ? 


USE CAPACITY 


Mr. Witkes. No, you are missing something there. You don’t get 
anything. No energy goes with that at all. We just get the use of the 
capac ity on our pes aks, using up the water in the dam, and then we 
have to deliver an equiv: alent number of kilowatt-hours to the cus- 
tomer. 

Senator Corpon. Will you tell me how you use capacity? You 
have a dam, and suppose the water isinadam. If you don’t translate 
that into power, what have you to sell or what do you get? 

Mr. Wiixes. You use your water that way, but you replace the 
water you use on your peak. You replace that with steam power 
available 24 hours a day to the Government’s customer. We deliver 
every kilowatt-hour. 

Senator Corvon. I know about that. I am talking about you, what 
you are getting as of now. 

Mr. Wikes. Say there are a hundred million kilowatt-hours in a 
dam of firm energy. We divide that by the 200 hours per month, 
and that gives us the number of kilowatt or peaking capacity that 
you will have. In that case, it will be 5,000. 

Senator Corpon. But you do not use capacity, you use energy. 

Mr. Wirxes. I am trying to get to that. 

Senator Corpon. All right, go ahead. 
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Mr. WirKes. You run your water through your wheels during the 
peak hours of your day, and you chalk up how many kilowatt hours 
that you owe the Government. 

You take that power, at other hours of the day, and deliver it to 
your customer. ‘lhere is never a time that we would have more power 
delivered to the Government customer than we get out of the water 
power. We don’t augment the amount of capacity he has. We do 
have to furnish extra kilowatt-hours if the customer needs more. 

Senator Corpon. You run your wheel during your peaking capacity 
and you are getting kilowatt-hours that are consider ably more valu- 
able than are the offpe: ik kilowatt-hours. 


NARROWS DAM RATES 


Mr. Wixkes. That is correct, sir. Narrows Dam is a good example. 
We pay on the average of 81% to 834 mills per kilowatt- -hour for that 
hydropower which is peaking energy. At the same time, we are 
sending to the cooperatives, taking advantage of the peaking con- 
tract, their 24-hour requirement for 5.6 mills. 

Senator Corpon. When you say 5.6 mills per kilowatt-hour, you 
are talking about 5.6 mills at the bus bar / 

Mr. Wirxes. No, at the customer’s premise, at the place where it 
is delivered to the customer. For instance, in those Texas cooperatives 
down there, the one that is using the power, we have to deliver to him 
at eight different points in his area. That is, turned over to him. 

Senator Corvon. You were asked this afternoon with respect to 
the : average cost of that power delivered and you said, I believe, that 


it was 7 to 81/ mills. Now you say it is 5.6 delivered. Which is right? 


RATES TO COOPERATIVES 


Mr. Wirkes. Wait a minute and I will tell you. Our rates to the 
cooperatives, our own rates, furnishing them with our own power 
down there, is one of the lowest rates in the United States of America. 
The reason is in my State we have cheap natural gas. So our rates 
to the cooperatives is 5.6 mills. The rates of coops who take the 
Government contract now, they pay schedule A, of the Southwestern 
Power Administration. After they become a customer of the Govern- 
ment under the Narrows Dam contract, we don’t have anything to do 
but go read the meter and send the bill to Tulsa and the Government 
then bills the customer. We don’t even know what they charge. But 
schedule A is filed. Schedule A is filed with $1.35 including 200 
kilowatt-hours. That would be 6.75 mills. 

Senator Corpon. You have me to the point now where in 10 more 
minutes I am going to be so confused I won’t be able to hear you. 
I want to get right back to one thing at a time. Under this contract 
that you are presenting to the Government now—— 

Mr. Wixkezs. I will get to that in a minute. 

Senator Corpon. I am at that now, and I thought that is what 
you were discussing. Under that contract, and I have sort of an 
analysis of it here, and I expect to have one that will be considerably 
more to the point than this one is before I get through, made by 
somebody that knows what he is doing, even “if I can’t understand 
what he tells me 
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Mr. Wixkes. Can I ask you what the date of that draft is, or that 
analysis ? 

Senator Corpon. It is an analysis of the proposed company agree 
ment of December 15, 1952 

Mr. Witxes. That has been superseded. I have the last one here 
that I filed this porning with your committee, Senator. Our draft 
is dated May 10. That was the one that was filed with the Secretary 
of Interior yesterday. 

Senator Corpon. Well, I am not looking at the analysis. 

Mr. Wirxes. You will mix yourself up if you do. 

Senator Corvon. I am speaking of having something that mem- 
bers of the committee and its present chairman can understand. Tak- 
ing the presently offered contract, and assuming that it is in effect, 
what will be the price to the preferred customer of power delivered 
by the contracting ¢ morasy? } 

Mr. Wrixes. I wish I could tell you what exactly the price will 
be, Senator. 

Senator Corvon. What did you mean when you said 5.6 mills? 

Mr. Wiixes. That is what we now charge. The Southwestern Gas 
& Electric Co. makes a 5.6 rate to all of its cooperatives. We serve 
13 cooperatives, beginning just south of the Missouri State line, and 
going down through the western counties of Arkansas. 

Senator Corvon. Would you make any higher price because you 
got this Government power at a less rate? 

Mr. Witxes. No, sir; we wouldn’t. I think our rate would be 
lower than that if we got this Government power. 


GOVERNMENT RATE SCHEDULES 


Now, let me go ahead with this and explain what I am trying to 
say. The Government setup in 1947, filed in the year of 1947 with 
the Federal Power Commission, a rate schedule known as rate sched 
ule A, which was to be the rate they were going to charge to all of 
the preferred customers served by the Gove ‘rmment, all through the 
facilities of the company, no matter how they were served. It was 
filed particularly with regard to the Texas Power & Light Co. con 
tract which was signed on “Apr il 4, 1947. 

Senator Corvon. Is that rate schedule A still in effect ? 

Mr. Wiixes. It is in effect right now for a pe riod of 60 days. 

Senator Corvon. If your contract were to go into e ffect would your 
rates be more or less than that rate schedule? I want a yardstick here 
somewhere. 

Mr. Wivxes. It all depends on what rates are going to be charged 
us by the Federal Government. The Federal Power Commission 
would only approve that contract for a period of 6 years from Feb- 
ruary 13, 1947. Then it has to be reviewed every 3 years after that 
date. The date of the expiration of the approval of the Federal 
Power Commission was February 13, 1953, some 2 or 3 months ago. 
The reason I imagine a new rate hasn’t been filed is because of the 
change of administration. Governor Aandahl, who has charge of 
those matters, is having difficulty getting it worked out. 

Senator Corpon. From the last 20 minutes, I can appreciate that 
fact. 
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SECTION 1 OF CONTRACT 


Mr. Witxes. Here is what the last draft of the contract reads. I 
will read just a bit of it. 


Section 1. As part consideration for the sale and delivery by the Government 
of power and energy described in the preceding article to the companies at the 
time and in the manner of scheduling de ed by the companies so that said 
power and energy can be used as peaking capacity in the systems of e con 
panies, the companies hereby agree that they will contract to deliver fro! heir 
transmission systems the power and energy requ nents r consumptive use 
and for resale at retail only to ru | ect stribution cooperatives and to 
municipalities now owning and operating their distribution systems (hereinafter 
sometimes referred to as the preferred customers) located within the boundari« 
of the service areas of the companies rhe « a t of the entire amount of 
the peaking capacity sold by the ¢ rnme! o the companies hereunce l 
be available for delivery by the companies ft such preferred customers pro 
vided the amount of power capacity elivered | the companies at rates pro 
vided in section 2 (a) and section (b) hereof shall not exceed 1 a unt of 
peaking capacity sold to t ompanies by the ¢ I ent hereunde 

rm: 1 4 ‘ ; 

Lhis 1s a propos on we hay ( ( >» the Grovernme \ we 

1 ' ; 

LHINnK Corre the l Chiat we 5 | } the nount o% peaking 
‘apacity available to the Gove ent ler the M-5-R draft. Under 
the draft of May 10, 1953, we'deliver 1 percent of the capacity the 

1 13 os 7 
Government delivers tous. One hundred percent ill be available to 
preferred customers | i1yvwhere on our system 

' ¥ y ' . . , ‘ 

Senator Corpon. That 00 percent of the energy that the Govern 

ment stands ready to deliver to you, or the peaking pacity, whicl 


the same thing. 


Mr. Witkes. Equivalent to 100 percent of the peaking’ capacity in 


thedam. ‘The way irrived at the rat n this way— 

Senator Corpon. Wh page ¢ 

Mr. Wiikes. I am now on page 11, the top of page 11. 

Senator Corpon. | am not going t und tand it. but I W l] read 
it. This isa much more simple contract than the M-5-R. 

Mr. Wiixes. Section 2 (a): 

The rates provided in appendix C at which r and energy shall be 
delivered to rural electric distribution cooperatives, shall be the cost to the 


companies, subject to the approval of the Federal Power Commission, and re 
flecting the price of which Government sells peaking capacity and 200 kilowatt- 
hours of energy per kilowatt of such peaking capacity contracted for by any 
such cooperative per month, the service charges or wheeling charge for the 
transmission of such power and energy from the system of the Government ft 

such cooperative, and the cost to the delivering company of furnishing the add 

tional kilowatt-hours required by such cooperative during the month 


That will be an absolute cost rate that the companies will make 
those customers. It will be if the Governm: arg@es us, Say on 
or 6 mills for the energy which we get from them. We will deliver 
to the customer his first 200 kilowatt-hours the price t] 
ment charges us, and to that will be added the carrying charge which 
I mentioned before recess, and i 

Senator Enienper. That will be from what? The carrying 
charge? , 

Mr. Wiikes. The carrying charge will be for carryi1 
dams to where the customer is | 

Senator ExLeENpER. How much would that be? 

Mr. Wixxes. I said today it would run somewhere between a mill 
and a half to two and a half mills. The further nort 


ocated 
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longer the lines are and the higher it will be. In my Narrows Dam 
contract the wheeling charge is 1 mill per kilowatt-hour. In the 
Oklahoma contract it is a mill and a quarter per kilowatt-hour. 

Senator ELitenper. For what distance? 

Mr. Wirxes. Of course my cooperatives take it at the farthest point 
away fromthedam. They are away over in Texas, almost half way to 
Dallas. I would say farthest point is 250 miles away from the dam. 

Senator E::enper. Is your carrying charge based on the length? 

Mr. Wirxes. Not in that contract; no, sir. It would be in this 
case; because it is so much of a different area, but in that case it is 
not based on the miles of line. It is just based on the kilowatt-hours 
that they turn over to us, and it is 1 mill per kilowatt-hour on the 

carrying charge. 

Senator Corpon. Stop there for a minute and explain to me again 
where you get this 200 kilowatt-hours, per kilowatt peaking capacity. 


DETERMINATION OF PEAKING CAPACITY 


Mr. Wixkes. Peaking capacity is determined by dividing the con- 
tinuous energy available in the dam in the driest month of driest 
year. That is the only firm peaking capacity you have. You know 
that is going to be available all the time. You divide that continuous 
energy (whic h is expressed in kilowatts) by 200 hours, and you get 
kilowatts of capacity that is available for each of those 200 hours. 

Senator Corpor. Why? Why the 200% 

Mr. Wiuixes. Because 8 hours per day for 25 days a month covers 
your peak requirements. We don’t have peaks on Saturday or 
Sunday. 

Senator Cornon. That is what I wanted to get at. You used 
the 200 because it represents the—— 

Mr. Wirxes. The number of hours that you have to use peak 
capacity. 

Senator Corvon. In a month? 

Mr. Wirxes. In a month; yes, sir. 

Senator Corpon. That is what I wanted to get at. 

Mr. Wiixes. That establishes the peaking capacity you have for 
sale when you divide your continuous energy. Then a kilowatt of 
capacity has 200 kilowatt-hours to go with it. As part of the con- 
sideration of your being allowed to schedule that as we want it, then 
we deliver this 200 kilowatt-hours per kilowatt during the month 
around the clock to the customers, the hours they want. 

Senator Corvon. What happens to the incidental generating ca- 
pacity or, let’s say, nonfirm generating capacity and the energy that 
results from its use in those dams. Who gets that? 

Mr. Wirkes. That was also covered in the contract. As I ex 
plained earlier today, the excess capacity in the dam that hasn’t got 
any water with it, we take and pay one-half as much for that as we 
do for the capacity that is firm. In other words, $1.20 for a firm 
kilowatt is 60 cents for a machine that has no water with it. Then 
we use that stuff, and use up our 200 hours a little faster. We will use 
it 4 hours a day instead of 8 hours a day, and use it faster and get 
more kilowatt of capacity. The extra energy that comes down the 
river is flush energy which is up and down duri ing the year. We pay 
for that the price of our fuel, because it replaces fuel that we burn 
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in our steam plants, That would be about a mill and a quarter per 
kilowatt-hour for that so-called dump energy. 

Senator Corpon. How do you translate that into service to the 
preferred customers ¢ 

Mr. Wirkes. They don’t get any benefits from that because nobody 
can use it except just replacing fuel. 

Senator Corpon. Well, that is using: it, sir. 

Mr. Wixkes. Well, the Federal Government gets paid for it. We 
pay the Federal Government for that just what we pay the coal man 
or the gas man. 


METHOD OF PAYMENT TO GOVERNMENT 


Senator Corvon. How do you pay the Federal Government, in 
dollars ¢ 

Mr. Wivkes. In cash; dollars. 

Senator Corpon. What is to prevent an average being made there 
and instead of the Government collecting dollars, let the preferred 
customers collect energy ? 

Mr. Wivxes. It is not that kind of energy, Senator. It is not valu- 
able to anybody, except just the replacement of fuel. You might have 
it today, you might have it three or four days, and then you won’t have 
it at all. 

Senator Corpon. But you are going to pay for it, and that same 
dollar that you pay for that represents a dollar ee might be in- 

vested in your power and go to the benefit of these customers. 

Mr. Wirkes. Well, the Federal Government can make any disposi- 
tion they want to of the money they get from it, if they }want to 
subsidize the customers. 

Senator Corvon. That doesn’t answer my question. I want to know 
what you feel should be done with respect to getting an average deter- 
mination that the amount of money that that so- called dump or other 
type of power is worth to you. 

I want to know what kind of a deal you would be willing to make 
with the preferred customer in connection with furnishing energy. 
Tt doesn’t make any difference if the energy doesn’t come out of the 
dam, it may come from your steam plant. Will you deliver to the 
preferred customers on any basis short of your regular rates, the value 
to you of that variously interruptible energy? I am not speaking 
of capacity. 


DUMPING ENERGY 


Mr. Wiikes. You run me down a rat hole on something I can’t ex 

plain to you. The dumping energy is not worth anything. You 
can’t sell it to anybody, except somebody that can shut down a steam 
plant. You can’t sell that toa preferred customer because a preferred 
customer doesn’t want that kind of energy. 

Senator Corpon. I do not want to sell him that kind of energy. I 
want you to sell him energy that is equivalent to what that is worth 
to you. 

Mr. Wires. Well, that is worth just what a kilowatt-hour of our 
own stuff would be worth. That is 6 or 7 mills that that is worth to 
us, if it is going to be produced by our steam plants 90 percent of the 
time. 
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Senator Corpon. But as to the extent that you are not operating, 
you are saving money. There is certainly somewhere in that field 
beginning at nothing and ending up with the total amount of energy 
you get ina year from that source. 

Mr. Winxes. You never know how much that is going to be or when 
it is going to be. . 

Senator Corpon. I am speaking about the law of averages. That 
is what you keep repeating. 

Mr. Witxrs. May I show you what kind of power you are talking 
about ? 

Senator Corpon. I know what it is. You can show it to me, but 
I know what it is. 

Mr. Wiikes. We have these charts from one of our dam 
There, for instance, thet dam operated by the Arkansas 
Light Co. This shows the kilowatt-hours we get every day. 
along in June until November 1953 we had a severe drought an 
dams were probably not used over an hour a day. We had 
heavy rains that came in November 1952 and as soon as that water 
got to flowing over the top of the dam, we have this kind of power. 
That kind of power i is not salable to anybody excepting they shut dow 
a steam plant. That is why we don’t know how to tell you how w 
could make that. 

Senator Corvon. Well, then, your answer is “no.” 

Mr. Wires. I would say the answer is “no.” 

Senator Corpon. It took a while to get to it, but we got it. Th: 
only way you can turn whatever value there is in that type of power 
into something of consequence is to put a dollar value on it and pa 
it in money? 

Mr. Wickes. Yes, sir; pay it in money to the Government. 


EXTRA ENERGY REQUIREMENTS OF COOPERATIVES 


Now, then, the extra power and extra energy required to the ec 
operative over and above the 200 hours, the cooperative uses it for 
100 hours during the month—400 to 450 hours during the mont! 
That means a load factor of about 55 or 56 percent. That extra 250 
aioe te lea s that we have to take out of our system is offpeak power 
to us, because we have gotten the peaking capacity from the Gover 
ment to take care * “yn So we sell that to the customer under this 
proposed contract, our fuel costs, plus from half a mill to three 
quarters of a mill per ol att-hour for the extra wear and tear on our 
machines. In the south end where we are, where the fuel costs are 
about a mill and a quarter and add to that three-quarters of a mill, 
that would be roughly 2 mills per kilowatt-hour. That 2 mills per 
kilowatt-hour applies to 250 kilowatt-hours that that customer gets. 
That goes to 50 cents for the 250 kilowatt-hours per kilowatt. If 
the Government has charged us 714 mills for the first 200 kilowatt 
hours and adds that in with the 200 kilowatt-hours at our 2 mills 
you get £00 kilowatt-hours plus the carrying charge on the first 200 
kilowatt-hours or, say, 1.5 mills per kilowatt-hour—the 400 kilowatt- 
hours in our case would come somewhere around 614 mills per kilo- 
watt-hour, a saving to the cooperatives under our low rates of ap- 
proximately half a mill. 





INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


FUEL COSTS 


As Volk go north. as the fuel costs go up, your follow-on r: ite for the 

50 kilowatt-hours would get increasingly higher as it goes up the 
aan end. When it gets up there, the rates will be somewhere around 
814 mills per kilowatt-hour, as compared to 9 mills to a cent and a 
quarter now. If this rate were put into effect tomorrow, and we had 
enough power from the dams to serve all the cooperatives, it would 
save the cooperatives in that area from $500,000 to over a million 
dollars per year, immediately. It gives them the lowest rate that 
it is possib le for you to get, because they are getting the benefit of 
the offpeak steam from the companies and the Federal Government’s 
peak capacity, and it just makes a trade that would be better for 
nenbele in the whole area. 

The second provision is for rates to municipalities. When it comes 
to rates to municipalities, we get a different aspect. The first part 
is the same as it is to cooperatives. 

Senator Corpon. Why should it be any different anywhere? 

Mr. Wirxes. I will tell you in a minute. 

Senator Corpvon. The law doesn’t make a difference in it. That is 
why I asked you. 

Mr. Wiuxes. The law does make some differences in here. The 
municipality is not a nonprofit organization. 

Senator Corpon. It isa ett body. 

Mr. Wivkes. It isa a ody, ves, sir. But it will make a profit 
off its business. I heard a gentleman from Springfield say they 
made—what is it, a million ‘doll: ars a year or something like that. 

Well, you see, they are operating for a profit / 

Senator Corpon. Every cooperative 1s in business for a profit. 
You have profit in the first instance, and they will not be operating 
at a loss. 

The law says here that— 

The Secretary of the Interior is authorized from funds to be appropriated by 
the Congress, to construct or acquire, by purchase or other agreement, only such 
transmission lines and related facilities as may be necessary in order to make 
the power and energy generated at said projects available in wholesale quan- 
tities for sale on fair and reasonable terms and conditions to facilities owned 
by the Federal Government, public bodies, cooperatives, and privately owned 
companies, 

I don’t think you can duck the fact that the municipality is a public 
body. 

PREFERENCE LAW 


Mr. Wixkes. Your preference laws are just above there, Senator. 
You started just one paragraph too low. 

Senator Corpon. That is right. 

Mr. Witkes. The paragraph just before the authorization for the 
transmission lines, the preference in sales shall be given to public 
bodies and cooperatives. 

Senator Corpon. That is right. 

Mr. Wrrxes. That is where the preference comes in. 

Senator Corpon. Well, let’s put it all in. 

Electric power and energy generated at reservoir projects under the control 


of the War Departinent and in the opinion of the Secretary of War not required 
in the operation of such projects shall be delivered to the Secretary of the 
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Interior, who shall transmit and dispose of such power and energy in such 
manner as to encourage the most widespread use thereof at the lowest possible 
rates to consumers consistent with sound business principles, the rate schedules 
to become effective upon confirmation and approval by the Federal Power Com- 
mission. Rate schedules shall be drawn having regard to the recovery (upon the 
basis of the application of such rate schedules to the capacity of the electric 
facilities of the projects) of the cost of production and transmitting such electric 
energy, including the amortization of the capital investment allocated so power 
over a reasonable period of years. Preference in the sale of such power and 
energy shall be given to public bodies and cooperatives. 


That is what I read before. 

Mr. Wixes. There is no preference given in that last paragraph, 
though, Senator. That is ae I asked you to read that. 

Senator Corvon. All right. I stand corrected. 

Now, a municipality is a 1 public body. 

Mr. WiLkes. Pes sir; you are right about that. 

Senator Corpon. All right, let’s go to the next one. 

Mr. Wirxes. In this setup of this contract, there is no difference in 

rate to the public body or the cooperative as far as the Government 
power is concerned. Whatever the Government sells it to us deter- 
mines the price that we will deliver that portion to the customers’ 
usage. It has been the policy of all the companies down there, espe 
cially the Arkansas Power & Light Co. and Southwestern Gas & 
Electric Co. to make the lowest possible rates to cooperatives so as to 
assist in getting electric service to the farmers. 

In May 1937, I offered to and told the Arkansas commission that if 
they would protect us against any charge of discrimination we would 
give ittothem. But when you get to a municipality, they are in pro- 
prietary business, we are not going to give our power away to the 
municipality. We are not going to give it to them, because we are 
going to be making a little profit on it. But even at that, we make a 
little profit on it. 


RATE SCHEDULE PROPOSAL 


In our rate schedule, here is what you propose to do. Say our rate 
schedule is $1.80 plus 6 mills. Then we will give a rate to the city for 
the follow-on power, 250 kilowatt per kilow att, we will sell it to them 
just for the energy rate of our charge. There will be no demand 
charge on that whatsoever. The munic ipality, then, in our territory, 
will come out somewhere around 6 to 614 mills. As you go further 
i it will gradually increase, due to fuel costs, until it gets around 

6 to 9 mills in the extreme northern part of Missouri, which again 
Ww 4h be a reduction of quite a material amount below what the price is 
now. 

Senator Corvon. And all your contract here contemplates the de- 
livery to the retailer, whoever he may be of power at what, 45 percent 
load factor ? 

Mr. Wirxes. No; the municipalities and cooperatives will both be 
somewhere around 55 percent to 60 percent load factor. 

Senator Corvon. Is that the way they need it? 

Mr. Wrixes. Yes, sir; that is the way they need it. They have 
practically the same characteristics of long hours don use. The co- 
operatives will be a little displaced from the municipalities. The 
municipalities will correspond very closely to ours, which is about 60 
percent load factor. 
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Senator Corpon. Now let me make a little summary, and you tell 
me if I am correct. 

No. 1, you take the power at the generating plant from the Govern- 
ment on the basis of peaking power. 

Mr. Witkes. Yes, sir. 

Senator Corpon. And paying therefor the price that you would 
have to pay for the same peaking power, if you generated it in a 
thermal plant, is that right? 


AMORTIZATION OF INVESTMENT 


Mr. Wiikes. That is the theory, I think, we will finally end up with. 
Of course, if a dam doesn’t cost too much, you are supposed to amortize 
the investment in power facilities over a reasonable period of years. 
That is what section 5 says. But I don’t think any dams down in that 
territory, if you put that price on the power the Government sold to 
us, nobody would want it, because the dams have gone so much higher 
than the original estimate. I think the Government is going to have 
to get to the same cone ept that you just said which the Federal Power 
Commission said is the maximum to be char ged for the power, that is, 
what it would cost to make the same kind of power by the most eco- 
nomical means available at the time of construction of the dam. I 
think you are probably right, that it will have to be that. 

Senator Corpon. I will make a statement in the form of a question: 
I would like somewhere for you to have a reasonably elementary state- 
ment. Are the 12 companies willing to take from the Government 
at the several dams the full, firm, peaking capacity of the dam at the 
rate equal to the full cost of such peaking power thermally produced? 

Mr. Wiukes. Yes, sir; that is exactly what we offer todo. That is 
exactly what we offer to do. 

Senator Corvon. All right. Then it will translate that peaking 
power into 50 to 55 percent load factor firm power, and deliver to the 
preferred customers the amount of such power that is the equivalent 
in cost and energy to the peaking power produced at the dam and 
received by the company. Is that a correct statement? 

Mr. Wiikes. You are absolutely correct, sir. 


ADDITIONAL COST OF WHEFLING POWER 


Senator Corpon. There will be then the additional cost of trans- 
portation or wheeling of the power? 

Mr. Wirxes. That is correct; yes, sir. 

Senator Corpon. Will that cost be an arbitrarily agreed cost or the 
actual cost to the companies? 

Mr. Wixxkes. It will be a negotiated figure which, of course, will 
have to bear a relation to the amount of invested capital in the trans- 
mission lines to get the power down to the customer. It will have to 
be passed on by the Federal Power Commission as being right, not 
being too high or too low. If it is too low, then it places a burden 
on the other customers of the company, and if it is too high it places 
the burden on the preferred customers. That will be arrived at in the 
negotiations with the Federal Power Commission. 

Senator Corpon. Is it contemplated that the identity of the pre- 
ferred customers shall be a sole responsibility and right of the Federal 
Government? 
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Mr. Wixxkes. Yes, sir; itis. The Federal Government has to notify 
us of the customer and we put that customer on a preferred list, and 
that customer is billed on this rate. 





SERVICE 





TO PREFERRED CUSTOMERS 


Senator Corvon. And the extent of your service of this particular 
power to the preferred customer depends upon the amount of power 
equivalent that you have from the dams as compared to the total 
requirements of the preferred customers ¢ 

Mr. Wixxes. That is correct, yes, sir. 

Senator Corvon. Can the Government at its election have delivered 
to its preferred customers a different percentage of their requirements 
as among the preferred customers? 

Mr. Wiikes. Yes, sir. They will have to do it sometime, because 
they are going to get to the point—at the present time, Senator, they 
only have between ten and fifty thousand kilowatts of capacity left 
for sale. You hear these people out here talking about wanting it 
down in southern Louisiana, and wanting it at Springfield, and a lot 
of other places. The power is not down there. They have sold it. 
Mr. Chapman made a contract last year with the Reynolds Metals Co. 
and sold half of it. 

Senator Corpon. It will get to that in a minute. As to any defi- 
ciency, or any deficiency in the amount of power furnished by the 
company contractors to the public bodies, that is to say, the difference 
between their demand and the amount of public power available and 
delivered, you contract to furnish that balance or deficiency from your 
own generation at your going off-peak rates? 

Mr. Wirxes. No, sir. I may have misstated some on that a little 
bit. If the Government sells more capacity to preferred customers 
than it has, then they will have to prorate the amounts. They may 
have oversold themselves 25 percent. Then the customers will have 
to be curtailed on the Government’s rate to the extent of 25 percent. 
And we undertake, in this contract, to furnish not only the kilowatt- 
hours that it needs, but also the kilowatts of capacity. And for 25 per 
cent of the preferred customers’ load, which is furnished from our 
own resources, our own plants, and everything else, we get our regular 
rate, our regular published rate established by the Federal Power 
Commission or the State regulatory body. 

Senator Corpon. Is that not what Isaid? What was the difference 
between what you said and what I said, except you used better 
English ? 

Mr. Wirxes. You were wrong in what you said. You said the ex- 
tra off-peak power would be furnished at the off-peak rate. But that 
is not what we do. I said, in the first place, if there is the capacity 
there, we furnish the 250 kilowatt-hours per month at the off-peak 
price. But when you have not enough kilowatts to go around, we have 
to be paid for our machines on peak. That is our standard rates that 
we have, at published rates. 

Senator Magnuson. You would have to do that, or you would go 
broke. 

Mr. Wixes. If the Government runs out of power, we would go 
broke. Maybe they will get to where they do not have 200 kilowatt 
hours per kilowatt. 











INTERIOR DEPARTMENT APPROPRIATIONS, 1954 1485 


Senator MAGNUSON. Nobody wants you fellows to go broke. We 
may slow you up a bit, but that is all. 
Mr. Wirxes. That is what would happen. 


INCREASING REQUIREMENTS OF COOPERATIVES 


Senator Corpon. Well, I am not prepared to agree with the state- 
ment of the Senator from Washington.or with Mr. Wilkes. But these 
municipalities, for instance, may have quite a demand. I understand 
your view with reference to them. The cooperutives are having a 
rapidly increasing requirement. We have seen it increase out in our 
part of the country, too, to unbelievable heights. You have had ex- 
perience in that, and I think as this rate gets down, the amount of 
energy that an average domestic customer can use is almost 
unbelievable. 

I think sometimes we like to leave our lights on just for the pleasure 
of seeing them burn. So it becomes important here to know just 
what this ultimate consumer can expect from this deal. He cannot 
expect any more than his distributor can give him, because they can 
go broke, too. 

The amount of power that is going to be available from these dams, 
changed from peaking to its equivalent in firm power, is very defi- 
nitely but a fraction of the power that is going to be needed within 
this total service area. 

Mr. Wiixes. Mr. Wright made the statement yesterday, I was told, 
that somebody asked how much power we are talking about, and he 
said between 10,000 and 50,000 kilowatts. I think his 10,000-kilowatt 
figure is much more accurate than the 50,000. 


PRICES TO MUNICIPALITIES AND COOPERATIVES 


Senator ELtenper. As I understood you before dinner, you stated 
that the prices to the municipalities and cooperatives would be the 
same. 

Mr. Wirkes. The same for the part of the power that we get from 
the Government. 

Senator Ettenper. What effect will this clause on page 12 have, 
when you state, in this proviso: 

* * * provided however, That at no time shall aggregate contract demands or 
the aggrezate of the noncoincidental 50-minute maximum demands of the Rural 
Electric Distribution Cooperatives exceed an amount equal to 75 percent of 
peaking capacity available to the companies hereunder nor shall the aggregate 
contract demands or the aggregate of the noncoincidental 30-minute maximum 
demands of the municipalities exceed an amount equal to 25 pereent of peaking 
eapacity available to the companies hereunder. 

Mr. Wixkes. This was submitted for negotiation purposes, Senator. 
What we want to bring out there is that there is a hundred percent of 
the stuff we get from the Government available for resale to these pre- 
ferred customers. We make the suggestion that instead of leaving it 
all to the cooperatives or municipatities, that we make a breakdown. 
If they want to make it 50-50, it is all right. 

Senator E.tenper. If you leave it 75-25, the costs would be greater, 
would they not ? 

Mr. Wiixes. No. It would mean municipal customers would get 
25 percent of the total peaking capacity available. 
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Senator Ettenper. But at a certain rate. 

Mr. Wivxes. No. All the peaking capacity we get is the same to 
the cooperatives as it is to the cities. 

Senator ELtenper. But about this excess, I have been trying to get 
into my mind the cost to the municipalities and the cost to the coopera- 
tives, of this excess power that you furnish. 

Mr. Wiixes. Well, the dams are supposed to give 100 percent of the 
peaking capacity that goes to these customers. 

Senator Exxenper. I know, but in terms of need, in terms of what 
they are going to use, they will certainly use more than the dams 
produce? 

Mr. Wixes. They will undoubtedly be now, if everybody takes 
it. It is a question of first come, first served; and if they run out of 
capacity, they are going to have to make a bigger proportion for them 
to have. 

Senator Exrenver. If you leave it at this proportion, though, will 
not the municipalities have to pay more? 

Mr. Wirkes. No, sir; it would not have any effect on municipalities. 

Senator Exienver. I wish you would explain that. 

Mr. Wixxes. I think I can make it clear. 

Senator Ex.tenper. I wish you would. 

Mr. WiKes. In the area covered by these 3 States, there are roughly 
around 80 cooperatives. They use from 1,000 to 2,500 kilowatts per 
cooperative. In the municipalities that own their own distribution 
system, their own generating plants, I would say there are maybe 50 
or 60 cities and towns in the 3 States that have their own municipal 
plants, either distribution systems or generating plants and distribu- 
tions systems. In the 3 States, there are probably somewhere in the 
order of 3,000 municipalities, big, little, running from New Orleans 
all the way down. The number of municipalities that have their own 
generating plants is way out of proportion to the number of coopera- 
tives in the area. So we feel that the cooperatives should have an ac- 
cess to a bigger percentage of the power from these dams than the 
municipalities, 

Senator ELtenper. As far as you are concerned, it does not make 
any difference how that distribution is based, percentagewise. It can 
be 50-50 or left to the Southwestern Power Administration ? 

Mr. Wrikes. Yes, sir. This whole clause can come out of there. 
It is put in there as a suggestion on the negotiations, because we felt 
like a division of requirements was nearer that way, 75-25, instead of 
50-50. 

Senator ExL.enver. All right. 

Mr. Wixkes. I do not know whether I covered the Aandahl meeting 
yet, Senator. 

Senator Errenver. Do you mean the last meeting you had? 

Mr. Wixes. The meeting we had yesterday. 


AGREEMENT WITH GOVERNOR AANDAHL 


Senator ELtenper. Let me ask you this: Have you almost come to 
an agreement ? 

Mr. Wiixes. We got to this agreement with Mr. Aandahl: that the 
two drafts of the contract which we started negotiating again after 
the new administration came into power, have these major differences, 
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the rest of them can easily be ironed out. Under our Arkansas deci- 
sion, and under the way the companies feel about it, with the limited 
amount of power that is available, we want preferred customers to 
stay our customers, because we are going to have to furnish quite a 
bit of their requirements, either now or within the next couple of 
years, if we make contracts with this Government power; they will be 
our customers instead of the Governments customers. The Govern- 
ment will specify who they are, and we will deliver power «nd energy 
to them. 

Senator ELLENDEeR. Why do you insist on that? 

Mr. Wirxes. Because we are closer to serving them, and in a better 
place to serve them. Mr. Wright already has 258 employees. When 
he gets to having these Government customers all over the area, 
like these municipalities down in Louisiana, 500 or 600 miles away, a 
company there that has a system of lines, people right there with 
them, and all the facilities, such company can give much better service 
than SPA can through a Government office 500 or 600 miles aw: ay. 


FURTHER DISCUSSION OF ARKANSAS COURT CASE 


In Arkansas, we cannot sell power to the Government because the 
court has said we cannot do it. In Louisiana, there is no such law; 
there is no such prohibition. If the case in the District of Columbia 
court goes against the combination of SPA and REA, if that goes 
against it, then that is really going to be a serious thing. 

Senator Corpon. Is that question a matter at issue in that case ¢ 

Mr. WiLkes. Yes, sir, it is. 

The opposition, in our case in Arkansas, kept dragging in the fact 
that we were selling steam power to the Government, just the same as 
this cooperative arrangement. So when the court struck it down, it 
struck that right of selling steam power to the Government down, and 
struck it down hard in our case. The same thing is in the Missouri 
case. 

Senator Corvon. In the pleadings in this case that is now pending, 
is there in issue the legality of the Government’s sale of its power to a 
private utility under a contract that provides for the sale by the utility 
to the Government’s preferred customers ¢ 

Mr. RicHarp ARNOLD (general counsel, Southwestern Gas & Electric 
Co.). May I answer that 4 My name is Richard Arnold. I am the 
general counsel of Mr. Wilkes’ company. Perhaps I can answer it 
better than he can. 


QUESTION BEFORE DISTRICT OF COLUMBIA COURT 


The question that is before the District of Columbia court here is 
the proper construction of section 5 of the Flood Control Act and the 
continuing-fund statute, with respect to whether or not the Federal 
Government can acquire, by purchase, the entire output of these co 
operative steam plants. That was the identical question that was also 
at issue in our Arkansas litigation, and the identical question that was 
determined in that litigation adversely to the position now taken by 
the Government in the District of Columbia litigation. 
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If the District of Columbia court follows our court—and, of course, 
we are neaea that it will—a construction will be adopted that will 
say, No. 1, section 5 of the Flood Control Act does not authorize the 
Federal Gove srnment to purchase any energy or any power or to acquire 
it in any other fashion, except by delivery from the Secretary of 
War to the Secretary of the Interior, as prescribed in section 5. No. 2, 
it will also say that the continuing fund statute, in and of itself, does 
not authorize the Federal Governme ent to enter into these purc ‘hase 
contracts with REA cooperatives. 

So that question was decided in Arkansas, and we think correctly 
so. 


QUESTION OF GOVERNMENT 





SALE 





OF POWER 


Senator Cornon. It appears to me that you are discussing some 
thing that is not in Arkansas. The question is not whether the Gov 
ernment can purchase the output of a cooperative’s steam plant and 
resell it, but the question is: Can the Government sell its power at 
its point of generation to a private utility and contract with the 
private utility to sell an equivalent of power to a preference cus 
tomer ¢ 

Mr. Arnowp. I do not think there is any question about that, 
Senator. I think that is perfectly valid. 

Senator Corpon. That is your judgment, of course. I want to 
know whether we are going to get a court decree on the subject. 

Mr. Arnoup. I want to answer in this way: The question you just 
now posed to me is not even in this litigation in the District of Co 
lumbia Court. No, sir, it is not in there at all. 

Senator Corpon. And it was not in the Arkansas litigation, even 
though they may have decided it? 

Mr. Arnotp. But I would answer you this way: that under the dis- 
posal clause of the Federal Constitution, certainly the Government 
has a right to sell its own hydroelectric energy to a private utility 
company. 


RIGHTS UNDER DISPOSAL CLAUSE 


Senator Connon. You say that under the disposal clause of the 
Federal Constitution the Government has a right to dispose of its 
own property / 

Mr. Arnotp. That is what you would be doing here. 

Senator Corvon. This is a statute passed vy the Congress. I do 
not think anybody is going to claim it is unconstitution: al 

Mr. Arnoup. I know I would not say that. 

Senator Corpon. As far as the court is concerned it is going to con- 
strue that statute, not what the Congress might have done under the 
power of disposal of public property in the Constitution, but what 
it has done in the statute. 

Mr. Arnot. That is right. 

Senator Corvon. That statute provides for sale of power by the 
Government to preference customers. It also provides for the dis- 
posal of power and usually some other terms, so I can see there is 
room in the lat gu age of section 5 for interpretation. But we will 
not have then 1 


this litigation an answer to the question as to 
whether thi 


sort AG a contract would be valid. 
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Mr. Arnotp. No, you will not, but in my view it is valid. I would 
not say anything in the statute that militates against that. 

Senator Corvon. In Mr. Wright’s view, the contract he made is 
valid, and in view of the Solicitor of the Department it was valid. 
Arkansas said it was not, and you are hopeful the Federal Govern 
ment will say it was not. 

Mr. Arnotp. I am hopeful. 

Senator Corvon. I thought perhaps the old States right idea of 
tidelands was valid, but I found it was not. You and I can have 
opinions based upon what we think we know about the law and find 
the court disagrees with us. 

Mr. ArNoxp. Unfortunately, that is correct. 

Senator Corpon. I regret we cannot get this decision in the litiga 
tion, but I wanted the record to show whether it was a matter in issue. 

Mr. Arnoxp. As to the validity of this proposal, Mr. Wilkes has 
stated to you, that matter was not in issue in Arkansas. As far as I 
know, there is no law in the books except section 5 itself. You would 
have to read section 5 and draw your own conclusion. 

Senator Corvon. Would you say that what you actually do in this 
contract is to sell one commodity to the private utilities and buy back 
another ? 

Mr. Arnoxp. I would say that would probably be a fair construc- 
tion of it; yes, sir. 

Senator Corvon. So that we are not only disposing of Government 
property, but we are purchasing Government property ‘ 

Mr. Arnoip. No. If these customers are maintained as the custor 
ers of the companies, then of course you do not have that additional 
sale that you do have under some of the present contracts, whee! ig 
contracts; you have a sale by the Federal Government to the com 
panies with a concomitant covenant on the part of those companies to 
give preference under section 5. When you look at it that way you 
have only one sale, but certainly section 5 is adhered to within tlie 
very letter of the law. That is my view of it. 

Senator Corvon. Your answer to my first question should have been 
no in place of yes? 

Mr. Arnoxp. I believe I forgot the first question. 

Senator Corpvon. Whether this was a sale of one commodity by the 
Government and the purchase of another. 

Mr. Arnoxp. It is a purchase of another, not by the Government 
but by these preference customers. That is my point. 

Mr. Wirkes. May I proceed? 

Senator Corpvon. I think you had better. 


FURTHER DISCUSSION OF MEETING WITH GOVERNOR AANDAHL 


Mr. Witkes. The Aandahl meeting took this line: that here are two 
different ideologies about this contract; one, that the customer should 
remain a customer of the companies, and the other one that the cus- 
tomer should become a customer of the Federal Government or the 
Department of the Interior. The Georgia contract you mentioned 
earlier in the proceedings is also up in Mr. Aandahl’s office. It raises 
the same question exactly. Governor Aandahl says he would have 
the proposition which would be put up at Cabinet level to decide what 
they were going to do with that feature of it. Pending that decision 
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as to how that is going to be done, negotiations at the present time 
are at a standstill. 

This contract is filed with Governor Aandahl, so he will have time 
to analyze it. It has been filed with you gentlemen, so you can have 
your experts analyze it. As soon as we get that decision, then we 
will go back to negotiations and work out a contract along one or the 
other lines. 

I think it is going to be difficult to arrive at a contract that is 
going to be satisfactory to the public bodies and cooperatives unless 
it embodies some of the features of M—5R. 








FURTHER DISCUSSION OF M—5R CONTRACT 

















Senator Corpon. What is M-5R? 
Mr. Wirxkes, That is a contract, the one Mr. Chapman killed. The 
subsidy is buried in there by swapping kilowatt-hours. There is going 
to be a charge against these cooperatives about 3 or 4 mills per kilo- 
watt-hour to offset that half kilowatt we got under M-5R. Either 
the Government is going to lose that me y or the cooperatives are 
going to have to pay more money. Wright’s suggestion _ 
into it ina bad way. Ifthe Gover A. nha to subsizes that power 
the only way to do it is to put it into something like the Texas or 
Oklahoma contract or my Narrows Dam contract. The power and 
energy at all those places i is delivered to the cooperatives at less price 
than. we pay for it in the dam, but we get the difference in this half 
kilowatt that we get. The difference comes back to us in that method. 
If they are not going to use that method, it going to be a hard thing 
to work out. 

Senator Corvon. The question involved there is whether the co- 
operative will pay you the full price that the Government must 
get for the power or whether it will pay less than that and the 
Government make up the difference. 

Mr. Wirxes. That is what is happening under M-5R. That is 
what has happened to the Texas contract. The Government makes 
up the difference. If they were to build their own lines, this rate 
schedule would have to be higher than it is. If they distribute over 
our lines and they can subsidize that contract through this extra 
half kilowatt, they would be able to make those contracts and low rates 
to the co-ops. 

Senator Eitenper. At any rate, that is agreed upon between you 
and the Government. Are we to understand that that rate will 
be a sufficient rate to amortize the cost of the dam ? 

Mr. Wixes. It is supposed to be under section & of the Flood Con- 
trol Act, but it will be impossible to do it. It will price the whole thing 
out of the market if they did. The cost of those dams has gone 
up so high, when they were authorized by Congress they were sup- 
posed to be where the power benefits would have a ratio of higher 
than 1to1. When a dam has gone to 200 percent higher than it was 
when it was authorized—— 


POSSIBLE GOVERNMENT SUBSIDY 


Senator Exitenper. If the energy is not sold in sufficient sums to 
amortize the cost of it over a per iod of years, it means that the Federal 
Government will have to subsidize those ? 
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Mr. Wirkzs. Yes. 

Senator ELLenver. To what extent / 

Mr. Wirxes. The Federal Power Commission says that “the power 
and energy from these dams, the lowest price at which it can be sold 
is the cost to the Government. ‘The highest price anybody will pay 
for it is what it would cost to make the same kind of power with the 
most economical equivalent power.” If the value of it is less than 
the cost, the Government is going to have to subsidize it to that 
amount ; otherwise, nobody will buy. 

Senator Corpon. The situation there is this, if I may interrupt. 
When the investigations were made by the Corps of Engineers in 
the first instance under the terms of the law, those investigations in- 
dicated and estimated total cost for the installation. That is a 
proper name because it is more than a dam. It is a dam plus the 
necessary generating facilities. That cost, in order to make the 
project feasible, would be the carrying costs of the increased value 
to navigation, plus the annual value of protection from floods, plus 
a reimbursable amount to be recovered from the commercial in- 
stallation of hydroelectric power. 

The report made showed those several facts somewhat in detail, 
but in determining the probable income to be derived from the elec- 
trical installations the capital cost was predicated upon the lowest 
capital cost of producing the same amount of power in the area by 
the cheapest, then possible, means. 


INCREASED CONSTRUCTION COSTS 


That was the way those things were figured. Since then costs of 
construction have skyrocketed. ‘The navigation benefits have changed 
little, although in many instances the increase in navigation has been 
phenomenal. The flood control remains substantially the same al- 
though a new allocation would indicate that a flood today would do 
considerably more damage to capital investment than a flood at the 
time the investgation was made. 

Power rates have not increased at all, comparably to the increase 
in cost. An allocation today that would be reasonable at all would 
have to go back to the beginning and compute the present benefits 
that could be attributed to the dam. I am afraid when that is done 
it will be found, if any of the dams are constructed on the basis of 
estimates of 10 years or so prior to the time of construction, they will 
pay out. 

Mr. Wirxes. I believe the Federal Power Commission and the 
Department of the Interior are going to have to adopt the value 
theory on the price to put on this power, because the cost theory has 
skyrocketed and cannot be used any more. 

Senator Corpon. It may be that a while ago the question was im- 
properly framed; that is, when you answered my question, was the 
answer based on the amount of cost of the dam that was really 
chargeable to electricity ¢ 

Mr. Wirxes. Yes. That is going to be too high. 

Senator Corvon. When you answered my question, you had that 
in mind ? 

Mr. Witxes. The allocated part of it, yes, sir. 
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Senator Corpon. When I worked it I said the whole cost of t 
dam. What I really intended to ask was as to the amount really 
allocated. 

Mr. Wixxes. I want to file, for the benefit of the record. a lette: 
which I wrote to the house committee. 

Senator Eititenper. That is in the record already. 

Mr. Wiixrs. Then it will not be necessary to file that. 








HOUSE COMMITTEE REPORT 





Senator Ex:.tenver. In connection with that I would like «o ask 
Mr. Wilkes to comment on a portion of the report by the House Ap- 
propriations Committee on the Interior Depertment appropriation 
bill at page 3. I will read it. 


Continuing fund, Southwestern Power Administration. An appropriation of 
$5,650,000 was requested for this item. The committee has allowed $150,000, 
a reduction of $5,500,000. The amount allowed is to be used for the purchase 
of power and for the payment of wheeling charges under existing contracts. 

In a letter dated April 6, the committee was advised by the chairman of the 
executive committee of the Southwestern Power System that the member com 
panies in that system saw no need for the continuing fund appropriation, and 
assured the committee that the deletion of such fund would not in any way 
result in interruption or curtailment of service to any preference customer 
or other consumer on their systems. In his reply dated April 14, the chairman 
of the subcommittee advised the member companies of the Southwestern Power! 
System that if the committee took such action, it would be due in part to this 
commitment made by the member companies in their letter and at the time of 
their appearance before the subcommittee on March 31, 1953. 

Would you care to comment on that? 

Mr. Wiixes. Senator Kerr, of Oklahoma, and Mr. Clyde Ellis, 
appearing before the House Committee made a point that if this 
continuing fund was not allowed, there would be 250,000 farmers and 
city dwellers who would be without service. That, of course, is just 
silly, because they are all receiving service now—most of them from 
our systems. 
CONVERSATION WITH 





CONGRESSMAN JENSEN 








Coneressman Jensen, chairman of the subcommittee, called me 
over the phone and required me to write a letter stating there would 
not be any disruption of service to any customers during 1954, fiscal 
1954, if this continuing fund was disallowed. It was on that request 
from the committee that I wrote this letter. I am chairman of the 
executive committee of the soeppenit in the area in this be wea ery 

Senator Haypen. There will be no interruption of service, but will 
it cost more money ? 

Mr. Wirxers. Just the same as they are paying now. There would 
be no change whatever in the service they are going to provide this 
year. I do not know and they do not know what ‘this schedule is going 
to be. I think some of these folks are going to be surprised w hen. they 
see schedule A. We estimate it is going to almost double, if they try 
to put in the cost theory of this power because the cost of the dam 
has gone up so much, se hedule A will not mean much at all in regard 
to power in those dams. 

Senator Haypen. I say that this contract you originally negotiated 
with Douglas Wright involves a subsidy on the part of the Govern 
ment so that the prefe rence customers are going to get power cheaper 
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than they should, and then you change it around so that does not o 
and the Government is not paying out that subsidy. Then they 
got to pay more for the power. 

Mr. Wiuxes. If we do not have the arrangement with the Texas 
and Oklahoma contracts, somebody is going to have to pay a very 
heavy wheeling charge between the dams and the delivery point. For 
instance, the line over to Essex, if that is loaded on to the M. & A. 
cooperatives, they will sink just like the 7%tanic. The line is a 
250,000-voltage line and it is about 100 to 150 miles long ine 
going to sell only about 10,000 or 15,000 kilowatts. You can se 
it sinks. 

From Bull Shoals to Essex 1s quite a piece. It is well oven 
miles. 

RATIFICATION OF CONTRACT 


Senator Haypen. As it stands now, if Secretary Chapman’s advice 
is not followed and the present Secretary of the Interior would ratify 
the contract you made with Doug Wright, would that be satisfactory 
to you? 

Mr. Wirkers. Speaking for my own compatiy, it would be satisfac- 
tory to me except for this one thing about whose customers they are 
going to be. That we are going to have to settle before we make any 
further commitments. 

Senator Haypen. The representation made to me there was com 
ylete agreement between the 12 companies and Mr. Wright. 

Mr. Witxes. That was correct. 

Senator Haypren. And if Mr. Chapman had just put his name on it, 
all our troubles were over. Has that situation changed ¢ 

Mr. Wirxes. I think it has changed. My lawyers advise me that 
Arkansas has changed. 

Senator Haypren. By reason of the Arkansas Supreme Court de 
cision, you think you would not have to make that kind of a contract 
now, or if you did it would not be legal ? 

Mr. Wi.kes. I do not think we would be doing a legal action unde 
the ruling of the court. You will have to ask my lawyer about what 
he thinks about it. 

Mr. Arnovp. The lawyer would have to say the contract would be 
illegal. 

Senator Corpon. At this time I will place in the record, without 
objection, a statement of the electric companies in northwest Mis 
souri which the staff advises has come to the committee for that pur 
pose. 

(The statement referred to follows:) 


STATEMENT OF ELECTRIC COMPANIES IN NORTHWEST MISSOURI 


May 12, 1953. 
To COMMITTEE ON APPROPRIATIONS, UNITED STATES SENATE, 
Subcommittee for Interior Department Appropriations: 

SPA is serving no cooperatives, municipalities, or other customers in north 
west Missouri today, either directly or indirectly. No person in northwest 
Missouri will be deprived of, or suffer curtailment of, electric service by 
denial of the continuing fund or any other appropriation asked by SPA. The 
undersigned companies now serving customers in northwest Missouri, which 
customers include all rural electric distribution cooperatives, have ample power 
resources and reserves and will continue that service without interruption or 
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curtailment to all persons, distribution cooperatives and municipalities in the 
area requesting electric service. 


Kansas City Power & Licnut Co., 
By W. HERTE. 

St. Josepu Licut & PowER Co., 
By D. A. MERRIFIELD. 

MissourI PusBLic SERVICE Co., 
By RicuArp C. GREEN. 

Mrssourr Power & Licut Co. 
By J. JAMES. 








OKLAHOMA GAS & ELECTRIC 





co. 
STATEMENT OF HERBERT L. BRANAN, ATTORNEY 
PREPARED STATEMENT 


Mr. Branan. I wan to file a statement prepared by the vice presi- 
dent in charge of operations of the company explaining the handling 
of these charges under the Oklahoma contract. This statement will 
cover that. 

Senator Corvon. Without objection, the statement will be placed 
in the record. 
(The statement referred to follows :) 





STATEMENT OF WALTER B. GESELL CONCERNING THE BupGet REQUESTS OF THE 
INTERIOR ]L*ePARTMENT FOR THE SOUTHWESTERN AREA FOR THE FISCAL YEAR 
1954 


This statement is filed by Walter B. Gesell, Oklahoma City, Okla., vice presi- 
dent in charge of operations of the Oklahoma Gas & Electric Co., and supplements 
the statement by Mr. Frank Wilkes, of the Southwestern Gas & Electric Co., 
concerning the continuing fund of the Southwestern Power Administration. 
This statement will cover only the workings of the so-called Oklahoma contract 
with the Southwestern Power Administration, and will show that there is no 
need of the continuing fund for the purposes of the successful operation of this 
contract. 

The Oklahoma contract is a contract jointly negotiated between the Oklahoma 
Gas & Electric Co. and Public Service Company of Oklahoma on one side, and 
the Southwestern Power Administration on the other. This contract was exe- 
cuted on July 13, 1950, and was approved by the Federal Power Commission 
on February 6, 1951. It went into full force and effect in April 1951. This 
contract was concluded after lengthy negotiations. It provides a workable 
basis for efficient utilization ef the Government’s peaking hydroelectric power, 
together with an arrangement under which preference customers of the Govern- 
ment can be served from the lines of the companies, so that the waste of duplicate 
Government transmission lines can be avoided. The principles involved in 
the contract are necessarily in accordance with the interpretation by the South- 
western Power Administration, and by the then Secretary of the Interior, of the 
meaning of section 5 of the Flood Control Act of 1944. Otherwise, no contract 
could have been consummated. 

Under the Oklahoma contract, the companies, each in its respective territory, 
serve preference customers of the Government from their own systems. All 
facilities down to the metering point, including metering facilities, are furnished 
by the companies. Maintenance, repairs, meter testing and reading, are carried 
on by the company involved in exactly the same way as if the Government’s 
customer were the company’s customer. The company involved does not render 
a bill to the customer. It sends the readings of the customer’s meter to the 
Government, and the Government renders its own bill to the customer. This 
is the only difference from the relation that exists between the company and 
any one of its own customers. 

Under the contract, the Government, in return for this service on the part of the 
companies, delivers to the companies an amount of power equal to 1.65 times 
the demand required by the Government customers served from the companies’ 








INTERIOR DEPARTMENT APPROPRIATIONS, 1954 1495 


systems. This power is scheduled as peaking power at times when it is most 
useful to the companies’ requirements. The Government also furnishes to the 
companies, in connection with the power deliveries, energy amounting to 330 
kilowatt-hours per kilowatt of demand of the Government's customers. If Gov- 
ernment’s customers take more than this amount of energy, companies are paid 
for the additional energy supplied by them at 4 mills per kilowatt-hour. It will 
be noted that the Government is furnishing to the companies 0.65 kilowatt 
of power above that taken by the Government’s customers. Of this quantity, 
0.15 of a kilowatt is paid for by the companies at a rate of $1.15 per kilowatt 
month. The other 0.5 kilowatt of power is not charged for in money but is part 
of the compensation to the companies for rendering service to the Government's 
customers. 

As additional compensation to the companies for providirg the facilities needed 
for serving the Government’s customers, the Government pays to the companies 
1.25 mills per kilowatt-hour of energy delivered to the Government's customers 

It can be seen from the foregoing that charges back an:l forth by the Govern 
ment and the companies occur under the contract. In one direction, the Gov- 
ernment is obligated to pay the companies 1.25 mills per kilowatt-hour of energy 
delivered to the customers. In the other direction, the companies are obligated 
to pay the Government $1.15 per kilowatt per month for a fraction of the power 
which the Government delivers to them. If this were the whole story, it could 
be inferred that, as a result of the extensive services rendered by the companies 
to the Government’s customers, the net balance of payments would be from 
the Government to the companies. It is important, however, to mention here 
other sources of revenue to the Government under the contract. 

Under section 3.2 of the contract, it is recognized that the Government will 
have power in excess of that required to fulfill its obligations under the earlier 
described features of the contract, and that this power can be sold to the com- 
panies. It is also recognized that from time to time the Government will have 
excess hydroelectric energy which can likewise be sold to the companies. The 
rate provided for the sale of excess power is 4.5 cents per kilowatt per day, and 
for excess energy 1.25 mills per kilowatt-hour. The Government can, therefore, 
easily augment its revenues from the companies under contract by selling them 
excess power and excess hydroelectric energy. It should be mentioned here 
that each month these billings back and forth between the companies and the 
Government are netted; i. e., the bill in one direction is offset by the bill in 
the other direction, so that payment is simply on the net amount due one party 
or the other. ‘this procedure is explained fully in article VI of the contract 

Supporting our position that the continuing fund is not necessary to the success- 
ful operation of the Oklahoma contract, I should like to present figures for a 
recent 12-month period; i. e., the year ended February 28, 1953. At the end of 
this period, the 2 Oklahoma companies were furnishing service for the Govern- 
ment to 6 rural electric cooperative corporations, 12 municipal distribution sys 
tems, and 1 military establishment. The total contract demands of these cus 
tomers reached a maximum of 18,475 kilowatts, which required capacity to be 
scheduled by the Government to the companies of 30,484 kilowatts, and energy 
deliveries for the year of 64,300,000 kilowatt-hours. It was necessary for the 
companies, from their own resources, to furnish about 7,600,000 kilowatt-hours 
for the 12-month period to fulfill the requirements of Government’s customers in 
excess of deliveries by the Government to the companies. Very little excess 
capacity of value was tendered to the companies by the Government and, there- 
fore, the excess energy also was an insignificant quantity. 

For the period considered, the net bills were in the direction of payments by 
the Government to the companies, totaling $70,466. It is assumed that this 
money came from the continuing fund of the Government. However, if the 
continuing fund had not existed, this payment could have been eliminated by 
the companies’ acceptance of and payment for power and energy which, under 
normal conditions, could have been tendered by the Government. Normal con- 
ditions did not exist during the year 1952, in that during most of this time 
energy was available for delivery by the Government to the companies only 
from the Denison project. The Denison Dam is one of the poorer hydroelectric 
developments of the Government, and in this particular year, due to an extended 
and severe drought and the need for satisfying certain emergency power de- 
mands in Texas, little excess power and hydroelectric energy was available 
from it. 

Commencing soon, the Fort Gibson and the Tenkiller Ferry projects will be 
producing hydroelectric power and energy for the Government and can be used 
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in supplying the requirements under the Oklahoma contract. During the fisca 
year of 1954 there should be no difficulty in supplying to the Oklahoma companies 
sufficient excess power and hydroelectric energy from these projects, so that n 
payments by the Government to companies would be required. In fact, a sizab} 
net payment to the Government could be produced, if desired. To be mors 
specific, on the basis of the uses of the Government customers during the 12 
month period mentioned, the additional excess power and energy required te 
eliminate the need for payments under the Oklahoma contract out of the con 
tinuing fund would represent only 6 percent of that available in a low-water 
vear from the Tenkiller Ferry and Fort Gibson projects. This is only 4,000 
kilowatts with accompanying energy. 

I should like to say that my statement has been developed in consultatior 
with officers of the Public Service Service Company of Oklahoma, and that the 
subscribe to what I have presented herein. 


Senator ELLenper. Is it your company that was paid $73,000 ? 

Mr. Branan. That is right. 

Senator Exienper. It was said you could explain a way which all 
of this could be done without the appropriation of any money. Will 
you tell us how that could be done? 

Mr. Branan. I will read a part of this. It explains that $70,000 


METHOD OF PAYMENT 


What happens is that every month the billing to the Government 
by us and the billing on these charges is netted. If there is money 
owing the Government, we pay it. If they owe us, they pay it. Dur 
ing that period of 12 months they paid us $70,000. We presume 
that came out of the continuing fund. 

If the fund had not existed—that is what I am explaining—this 
payment could have been eliminated by the company’s acceptance of 
payment for power and energy which under normal conditions could 
have been tendered by the Government as excess power and energy. 
Normal conditions did not exist in 1952. It was a dry year. 

Senator Exrtenpver. What you would have done would have been 
to carry it to another year? 

Mr. Branan. N6. The Dennison is what they are delivering power 
from in 1952. That is the only one. That was one of the poorest 
years and one of the poorest dams for hydroelectric power. 

Senator Ettenper. How would you have settled that 12 months 
without the use of $73,000? They owed it to you. 

Mr. Branan. It could have been carried forward or they could 
have offered us the excess power and we would have accepted it and 
wiped out the charge. ‘They would have given us excess power. 

Senator Extenver. I thought they had given you all the power that 
was produced in your contract. 

Mr. Branan. They did during that period. 

Senator Ertenper. How could they give you something already 
given you? 

Mr. Branan. We could have carried it forward, but our practice 
was to net it every month, which we did. 

Senator ELtenper. In order to carry out your practice, though, it 
was necessary to use money? 

Mr. Branan. We used $70,000. But that can be avoided. 

Senator ELtenver. Certainly. You can carry it “A 5 years. 

Mr. Branan. And there will be more water next ye 

Senator Cornon. Or you can deliver less power. 
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Mr. Branan. We would have to deliver the commitments their 
customers demanded. 

Senator Corvon. In that case the Government is oversold in a dry 
year. 
~ Mr. Branan. That is what happened. 

Mr. Wiuikes. Mr. Warren L. Porter will be the next witness. 


KANSAS CITY POWER & LIGHT COMPANY, KANSAS CITY, MISSOURI 
STATEMENT OF WARREN L. PORTER, PRESIDENT 
PREPARED STATEMENT 


Mr. Porrer. I am Warren L. Porter, vice president of Kansas City 
Power & Light Co. I have handed the clerk a statement consisting of 
two parts. There should be accompanying that statement an exhibit 
which is the meat of the statement. 

Senator Corpon. May I suggest that both statements will be made 
a part of the record and you can highlight this statement and save us 
a little time, if you will. 

(The statement and exhibit follow) : 


STATEMENT OF WARREN L. PORTER, BEFORE SUBCOMMITTEE FOR INTERIOR 
DEPARTMENT APPROPRIATIONS 


Mr. Chairman, I am Warren L. Porter, vice president of Kansas City Power & 
Light Co. of Kansas City, Mo. With your permission | wish to comment particu- 
larly on those features of the SPA appropriation requests for the fiscal year 
1954 which have to do with the proposed operation of SPA in western Missouri 
and central Missouri under 40-year contracts with 4 super-cooperatives. SPA’s 
proposed expenditures for that operation account for about two-thirds of the 
money which SPA is asking you to appropriate for its current expenses. Five 
companies represented here operate in that area and are directly affected by 
that proposed operation of SPA, i. e., St. Joseph Light & Power Co., Missouri 
Public Service Co., Missouri Power & Light Co., Empire District Electric Co. and 
Kansas City Power & Light Co. 

My purpose is to call to the attention of your committee an analysis which is 
made a part of this statement, showing, with respect to this Missouri operation: 

(1) That the appropriations asked by SPA for operation and maintenance and 
for the purchase of power and the rental of facilities are in themselves in excess 
of the revenues to be derived ; 

(2) That when interest, amortization, and replacement costs on SPA’s in- 
vestment to serve the Missouri system are added, the Government’s cost will 
exceed revenues by over $1 million per year with no provision whatever for 
the cost of hydroelectric production ; 

(3) That the hydroelectric energy which must be supplied to the Missouri 
system will cost the Government nearly $3 million per year according to estimat 
of the United States engineers ; 

(4) That under the proposed plan of marketing hydroelectric energy in 
Missouri, the Federal Treasury will sustain a minimum annual loss of more 
than $4 million per year ; and 

(5) That if all of the potential energy output of the 12 most feasible reservoir 
projects in the Southwestern Power area were to be marketed by SPA under 
contractual arrangements similar to those made in Missouri, the lk to the 
Federal Treasury would be nearly $1 billion during the life of such contracts 

Chis analysis is submitted in such detail that only a brief explanation may be 
necessary. I call attention to the fact that it is based entirely on infor 
from appropriate Government sources. For all factors directly related to SPA’ 
activity as marketing agent, i. e., sales, revenues, and sts other than hydr« 
electric production, I have utilized data and estimates which have been made 
matters of record by SPA itself, principally in its representations to the 
Congress in support of its budget request. The cost of hydroelectric production 
at the multipurpose reservoir projects under the control of the Department 
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of the Army in the Southwest area is based on the “annual costs properly 
chargeable to power” as found by the United States Corps of Engineers and 
reported by the so-called Jones Subcommittee of the Committee on Public Works 
House of Representatives, 82d Congress, in December, 1952. 

Specific source references are to be found in the analysis itself. 

In order to make entirely clear the operations and facilities covered by this 
analysis I invite your attention to the accompanying map of the State of 
Missouri, showing the system which SPA proposes to operate in the fiscal 
year 1954 or shortly thereafter, as reflected in its initial budget requests for 
that year. Solid lines on that map represent over 1,600 miles of 154 kilovolt and 
69 kilovolt lines which SPA has contracted to acquire, under 40-year leases with 
option to purchase, from the following generating and transmission cooperatives, 
which are constructing them with the proceeds of REA loans: 


Miles 
Central Electric Power Cooperative 520 
North Western Electric Power Cooperative ‘ 247 
Sho-Me Power Corp 340 
KAMO Electric Power Cooperative __-_- ; 557 





Total ; score bilnrias anindoertuelires nee Obbebiie tablale death height athbdqen 1, 664 


Broken lines on the map represent lines built or to be built by SPA with 
funds appropriated by the Congress. These consist principally of a 154 kilovolt 
line approximately 98 miles long from Mansfield to Carthage, Mo., together with 
short 69 kilovolt-lines connecting the towns of Lockwood and Hermann, Mo., to 
the leased system. It will be observed that lines built with REA funds constitute 
about 94 percent of the proposed Missouri system. 

The facilities shown constitute a distinct system, not electrically connected 
with SPA’s other systems except that part of its energy supply will be drawn 
from Bull Shoals and interconnected reservoir projects. The remainder of the 
energy supply (nearly one-half) will be furnished by two steam-electric stations 
built by the super-cooperatives with REA funds, the entire output of which SPA 
has contracted to purchase for 40 years. These are: 


















Energy (kilo- 
watt-hours 
per year 


Capacity 
(kilowatts 








| | 
N. W. Electric Power Cooperative, Missouri City 40, 000 282, 000, 000 
Central Electric Power Cooperative, Chamois 15, 000 115, 000, 000 

hs Lo dns bide cold cdcbobuibbiieiteteaeiaes A a4 btcdhd ok 55, 000 397, 000, 000 





Mr. D. G. Wright has testified in United States district court that the total 
delivery capacity of this system, including the two steam plants, is 185,000 to 
195,000 kilowatts. I believe this is a sound estimate. All or nearly all of this 
capacity would be required to produce the revenues reflected in my analysis. 
These revenues are based on the contracts for sale of power from this system, 
totaling 184,950 kilowatts, which Mr. Wright has listed in testimony before 
the Congress in support of SPA’s budget requests. No additional revenues 
could be obtained without further major investments in facilities. 

In this statement and analysis I have not included any comments or data 
with respect to two much smaller operations of SPA in the State of Missouri, 
namely service to West Plains and the M. & A. Cooperative. These are served 
by facilities entirely distinct from the system I have described. 

All data and calculations of revenues and costs in my analysis refer to a 
full year’s operation, as was substantially reflected in SPA’s initial budget 
request. Reductions in that request, as submitted in testimony by Interior 
Department representatives, appear to reflect merely lags in construction pro- 
grams and consequent delays in the beginning of operations, and do not represent 
reductions in the annual rate of expenditure. 

The Missouri system of SPA could be considered as two distinct but inter 
connected systems, i. e., the Western Missouri or NW-KAMO system, and the 
Central Missouri or Central-Sho-Me system. Data and calculations are shown 
separately for these two subsystems in my analysis. They are, however, to 
some extent interrelated. The overall! results of the two operations are so similar 
that no distinction need be made in pointing out the conclusions to be drawn 
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In its end result the analysis shows that the Government’s minimum annual 
cost of the Missouri operation is $8,492,545; its annual revenue is $4,460,994, 
resulting in a minimum annual loss of $4,081,551. 

I believe that this analysis should demonstrate conclusively that in those con- 
tracts with the G. & T. Cooperatives SPA has adopted a plan for the marketing 
of hydroelectric power and energy from the reservoir projects which is funda- 
mentally wrong and uneconomical. Mr. Wright’s testimony substantiates that 
belief. It is obvious that a partial solution may be found in increase in the rate 
at which SPA sells its energy, but this cannot be a complete answer. Mr. Wright 
told the House subcommittee on March 5, at page 371 of the record, that in his 
opinion 7 or 8 mills per kilowatt-hour was about the ceiling price at which firm 
energy could be marketed. That opinion must be understood to refer to the 
ceiling price at the market, and not at the reservoir site. It is obvious that 
even if SPA’s rate A were to be increased to yield 7 or even 8 mills per killowat- 
hour, there would still be a loss on the Missouri operation alone of more than 
$2 million per year. If rate A were to be approximately doubled, as would be 
necessary to recover the Government’s cost, the hydroelectric energy would 
simply be priced out of the market. 

There are several other interesting comments which can be made on the 
figures reflected in the summary of the analysis of the Missouri operation. For 
example, the purchase of steam power ($2,536,575) plus the cost of hydroelectric 
energy supplied to the system ($2,966,465) amounts to $5,503,040 for energy pro 
duction. Thus the annual production cost alone exceeds annual revenues by an 
amount of $1,042,046, without any provision whatever for the costs of transmis- 
sion and marketing of the energy. This indicates that the increased cost of 
hydroelectric production has contributed to some extent to the unfavorable 
overall result. 

I believe, however, that attention has been diverted from the real culprit 
by testimony given before the committees of the Congress which tended to 
create the impression that increased hydroelectric production costs were wholly 
or chiefly responsible for SPA’s financial problems. SPA’s sole legitimate 
function is the marketing of hydroelectric energy generated at the reservoirs 
in its production area. SPA’s marketing policy, as reflected in its G. & T. 
contracts, is to find and create preferred customers over a wide area and at 
long distances from the reservoirs and to make these the pretext for construct- 
ing or acquiring transmission systems far in excess of economical limits. SPA’s 
cost of transmission and marketing energy, which includes all of the items 
Nos. 3 to 7, inclusive, in my summary, amounts to $2,989,000 per year. This 
annual cost is equivalent to 6.6 mills per kilowatt-hour of the hydroelectric 
energy which would be marketed in Missouri under these supercooperative con- 
tracts. It represents nearly three-fourths of the Government's total loss in the 
proposed Missouri operation. 

It will also be observed that SPA’s budget requests of $4,818,000 per year 
are of themselves some $358,000 in excess of the total revenue from the system. 
When the costs attributable to SPA’s own investment for these systems are 
added, the cost exceeds revenues by over $1 million per year with no provision 
for reimbursement for the Government’s cost of hydroelectric energy. In other 
words, under this arrangement and at present rates it will in effect cost the 
Govenment over $1 million per year to give away some 453 million kilowatt- 
hours of hydroelectric energy. 

The contracts between SPA and the supercooperatives are 40-year contracts. 
During the life of those contracts the annual loss of over $4 million sustained 
by the Federal Treasury at present rates will amount to more than $160 million 
for the Missouri operation alone. This Missouri operation will market only about 
17 percent of the total firm hydroelectric energy potentially available from the 
12 reservoir projects. If the same methods of marketing were to be applied 
to all of the energy for which SPA is marketing agent, the Government's loss 
would be over $23 million per year, or $938 million in 40 years. 

The arrangements between SPA and the supercooperatives were announced 
early in 1950. Since their first announcement the utility companies in the 
Southwest region have consistently opposed before Congress appropriations 
for consummation of these plans. We have from the beginning regarded them 
as uneconomical, and as an initial step in a program which could only result 
disastronsly for the companies and could only have a damaging effect on the 
whole problem of power supply for the area. As this committee knows, the 
companies also believe these arrangements are in violation of Federal and 
State laws. and have instigated litigation to test their legality. We believe that 
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regardless of the final outcome of such litigation, the economics of the situa 
tion plainly dictate that an attempt must be made to find a better solution. We 
now suggest that this solution should be found quickly before further improvi 
dent investments are made. 

We respectfully suggest to this committee that SPA be denied funds for 
operating costs and further construction to the extent that these are designed 
to implement or carry out the contracts between SPA and the supercooperatives, 
and that in particular SPA be denied appropriations from the continuing fund 
for payment to the supercooperatives for the purchase of power and rental 
facilities. 


ANALYSIS OF SOUTHWESTERN POWER ADMINISTRATION’S OPERATIONS IN MISSOURI, 
WeEsTERN Missourr AND CENTRAL Missourt ACCOMPANYING STATEMENT BY 
WarREN L. PorTER 


Summary (all figures reflect one full year’s operation) 


NW-KAMO} Central Total _| Mills per 
(western , Missouri | kilowatt- 


. (central 
yur " stem 1 | sold 
Missouri Missouri) system hour sold 


. Revenue by rate A $2, 576, 016 $1, 884, 978 $4, 460, 


COST OF SERVICE 


. Purchase steam power i 575 2, 575 
Rental of transmission lines s . 000 


Total from continuing fund 2, , + § 3, 575 
4. Operation and maintenance . 286, 110 
Power marketing and general administration b 24, 500 


Total budget request (annual amount based | 
on budget request, fiscal year 1954) 2, . 208 4 980 | , 185 
Interest and amortization of SPA investment , 53% , 020 | 371, 555 
Replacements, owned and leased properties , 853 487 36, 340 


Cost, exclusive of hydroelectric energy sup- 
plied to systems 3 , 5% 2, 87 5, 526, 080 
Cost of hydroelectric energy | , 367, ° 2, 966, 465 


lotal cost of service | . 723, § 3, , 492, 545 


Annual loss | q 5 , 883, , 031, 551 | 
Does not include West Plains or M. and A. Cooperative 


SPA—WESTERN MISSOURI AND CENTRAL MISSOURI SYSTEMS 
SPA BUDGET REQUESTS FOR FISCAL YEAR 1954 
1. Sales of power 


Capacity of system.—D. G. Wright testified in K. C. P. and L. Co. v. Chapman, 
United States District Court for District of Columbia (Tr. 1393-1396) that the 
combined Western Missouri (NW-KAMO) and Central Missouri (Central- 
ShoMe) Systems will be capable of delivering 185,000 to 195,000 kilowatts, in 
eluding the 55,000 kilowatt capacity of the two steam plants. 

Commitments demand.—In testimony before the House of Representatives 
Subcommittee for Interior Department Appropriations on March 5, 1953, page 
368, D. G. Wright listed the following contracts for sale of power from the 
Missouri system: 
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Central Electrical Power Cooperative 
KAMO Electric Cooperative 
Northwest Electric Power Cooperative 
ShoMe Power Cooperative 

Hermann, Mo 

Lamar, Mo 

Lockwood, Mo 

Springfield, Mo 


otal 


Energy sales.—D. G. Wright testified in ACP&L Co. et al. v. Chapman et al. 
(Tr. 1515) that he estimates the annual load factor of “preferred” customers 
such as these to be 50 percent. This is equivalent to 4,380 hours use of the 
demand per year. 


NW-KAMO 
Central-ShoMe 


Total 


Revenue to SPA 


Energy sales 
Less 2,400 x demand included in det 
, 


Excess_.. 
Demand charge 
$16.20 per kilowatt of demand $1. 730, lf $1. 266. 0. 


Excess at $0.004 per kilowatt hour 5 R56 618, 948 


Revenue 


CONTIN UIN¢ FUND PAYMENTS 1 OOPERATIVES 


40, OOL 82, O00, OOO 


15. OOF 5. OOF 


NW 
KAMO 


lrotals NW-KAMO 





1502 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


4. Operation and maintenance 


Budget request, Department of Interior, fiscal year 1954 (p. 707 
System operation and maintenance (obligations 
Transmission lines (miles 
Average cost per mile 


NW-KAMO | Central-ShoM, 


Miles 
operated 
Miles) O. & M. | Miles; O. & M 


Missouri system 
NW-KAMO 804 | $245, 220 
Central-ShoMe 
SPA: 
Springfield-Carthage 56 56 17, 080 
Springfield-Mansfield 2 » 405 
705 
SPA interconnecting system, 372 miles—372 miles at $305 
= $113,460: 
NW-KAmo, 21.2 percent 
Central-ShoMe, 15.6 percent 


5. Power marketing ($95,000) and general administration ($700,000) (see Budget’ 
p. 707)—total, $795,000 


{Available for marketing by SPA by end of fiscal year 1955 (see Budget, p. 707), 501,000 kilowatts] 


SPA commitments 


Allocated 
Percent of Cost 
Kilowatts 501,000 kilo- | 
watts | 


Missouri system 
NW-KAMO 106, 800 21.2 $168, 500 
Central-ShoMe 78, 150 f 124, 000 


Total 184, 950 292, 50K 


Recap: Total of budget requests applicable to Missouri system 


, Central Total 
NW-KAMO) ‘shoMe Missouri 


Purchase of power $1, 800, 000 $736, 575 $2, 536, 5 
Rental of facilities 621, 000 789, 000 1, 410, 


Total payments to co-ops 2, 421, 000 1, 525, 575 3, 946, 5 


Operation and maintenance 292, 705 286, 405 | 579, 
Power marketing and general administration y 168, 500 124, 000 292, 


Total, budget requests 2, 882, 205 , 935, 980 4, 818, 


COSTS TO SPA—-NOT REFLECTED IN CURRENT BUDGET 
6. Interest and Amortization of SPA Investment 


SPA’s investment in transmission facilities used solely in the Western Mis 
souri (NW-KAMO) and Central Missouri (Central-ShoMe) systems is shown 
by SPA’s program summary and justification for fiscal year 1954 to be as 
follows: 
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Central- 
KAMO!  ShoM 


Springfield substation $1. 811, 857 
Clinton substation , 081, 475 
Carthage substation 049, 690 
Springfield-Carthage line . 776, 525 
Springfield warehouse 208, 700 
Mansfield switch station . 54, O41 
Springfield-Mansfield line 283, 780 
Hermann-Swiss line 

Hermann substation 

Lamar substation 58, 000 
Lockwood substation 46, 000 
Lockwood line . Se 60, 819 


Total eat 5, 430, 887 


The Missouri system must also be charged with a portion of system com- 
munication and dispatching ($505,182) and general plant and equipment ($1,- 
837,439). These items total $2,342,621 for the SPA system of 3,626 miles 


Percent of Allocation « 
total investmer 


NW—KAMO 4. ; $569, 
Central—Sho Me 3 


Total, Missouri 
Others eau 


.  —- 


In addition, the Missouri system must bear a portion of the cost of SPA’s 
system interconnecting the reservoir projects for which SPA is the marketing 
agent. This is logically allocable in proportion to the share of SPA’s total 
demand of 501,000 kilowatts. 

SPA’s investment in this interconnecting system consists principally of the 
following: 


Norfork Denison Line (see hearings, House of Representatives, re 
Interior Department appropriations for 1950, 81st Cong., 1st sess.) : 
Norfork-Weleetka, 154 kilovolts, 262.12 miles 
Weleetka-Denison, 132 kilovolts, 109.70 miles iets 
Construction in progress (see program summary, SPA, fiscal year 
1954, p. 3)--- 


Total 


NW-KAMO 
Centr: +ShoMe 


lotal Missouri 


Others 


Total 
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Recap of SPA investment attributable to Misso 


60. OO 


100. OO 


09. R87 


Re place ments of SPA’s Owned and Lease d Prope rly 


The total transmission properties owned and leased by SPA referable to t 
Missouri System are as follows: 


Central- 
Sho Me 


Leased fro 
NW 
KAMO 
Central $9, 859, 800 
ShoMe 5, 158, 698 


Total leased 13, 017, 076 15, 018, 498 $28, 035, 
Owned by SPA 7, 299, 887 2, 035, 668 


Total , ale 17, 054, 166 
Note.—SPA undertakes the obligation of replacement of both leased and owned facil 
t 


tion is computed by Federal Power Commission at 0.90 percent per year for 
Report of Missouri Basin Survey Commission, 1953, p. 101 


ransmission [facil 


Replacements 
Investment st 0.90 
percent 


NW-KAMO $20, 316, 96: 
Central-ShoMe 17, 054, 166 


Total. 37, 371, 129 


8. Cost of hydro electric ene rgy required for Missouri system—Ene rqy 


[In kilowatt-hour 


NW Centr 
KAMO ShoMe 


rey les ; ") 342. 297, 00K 810, O81, 000 


Ene 
Plus transmission loss, 5 3, 386 17, 115, 000 40, 504, 000 


] requirements 491, 173, 000 359, 412 M , 585, 000 
nerated energ, purel i l mM CO-O1 282, 000, OOK 115. 000. 000 397. 000, 000 


209, 173, 006 244, 412, 000 


COST OF HYDROELECTRIC ENERGY 


Source of energy, 12 most feasible hydroelectric plants in the Southwest as 
named in testimony of D. G. Wright before House Resolution Subcommittee for 
Interior Department Appropriations on March 5, 1953, (p. 365), i. e., Denison, 
Norfork, Narrows, Whitney, Bull Shoals, Fort Gibson, Tenkiller Ferry, Blakely 
Mountain, Table Rock, Keystone, Short Mountain, and Dardenelle. (The four 
last named are not yet under construction.) 

The following data on these projects, prepared by the United States Corps of 
Engineers, is reported at page 17 of the report to the Committee on Public 
Works, House Resolution, from the Subcommittee To Study Civil Works, House 





000 
000 


N00 
OOO 


00 
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Committee Print No. 25, dated December 5, 1952 (Commonly called the Jones 
committee report.) 


Cost of projects (including added units, but not including interest 

during construction ) $724, 7 
Investment allocated to power (including interest during 

struction) 
Annual power charges 

The potential produc tion of these 12 plants in the same state ot 
as reflected in the foregoing cost data, is stated as follows by SPA at 
exhibit A attached to affidavit No. 24 of George J. Neighbors, dated ’ 
6, 1952, filed by the Administrator of SPA as a defendant in KCP & L Co. et al. 
v. Chapman et al This exhibit is entitled “Revised Cost Analysis of South 


~<) 


western Power Administration’s Proposed Oper: ns 1952-58 


Installed Capacity kilowatts 1, 040, 800 
Dependable Capacity do O40, DOO 
Primary Energy i kilowatt-hours per year 2, 166, 900, 000 
Secondary Energy —- 30, 400, 000 
Dump Energy 1 : 


Total Energy 


Only the 2,166,900,000 kilowatt-hours of primaz nergy is whol 
energy. All of the “dump energy” and some portion of “secondary 
be sold only at a low rate because of its unpredictable availability 
and 85 of this exhibit A indicate that SPA estimates that at least 
kilowatt-hours will be so sold at a rate of 1.25 mills per kilow hour 
The annual cost of potential production of firm hydroelectric energy 
12 projects may be summarized 
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Mr. Porrer. I would like to direct your attention entirely to the 
summary page of the analysis or exhibit which accompanies my state- 
ment. I will make all of my comments from that source. 


ECONOMIC STUDY OF CONTRACTS 


This is an economic study of the G. & T.-SPA contracts for the 
maintenance of which SPA asks a continuing fund. I have taken for 
the purpose of that study the four supercooperatives in Missouri; 
namely, NW, KAMO, Central and ShoMe which own and lease to 
SPA the lines shown in red on the map which you have on the wall. 
The line shown in blue is a relatively small portion owned by SPA it- 
self through appropriations from Congress. 

Those cooperatives were chosen for study because they form a 
separate part of the SPA system which can be readily separated from 
the rest of its operations and have very little in common with its other 
operations. 

On this summary page you will note there are three columns, only 
the last one of which need be discussed, the one entitled “Total Mis 
souri System” which represents the entire system shown on that map. 

You will note by the first line the revenues to be expended from that 
system in a full calendar year are $4,460,000. That is based on the 
present rate “A” of SPA together with the contract commitments 
which Mr. Wright has told the Congress he has in that area and a load 
factor of 50 percent which he has testified in the district court case 
was to be expected. 

He has also testified that amount of kilowatts, some 185,000, repre- 
sents substantially the capacity of that system, including the two steam 
plants which are involved. My point is that no major amount of ad- 
ditional revenue may be expected from the operation of that system. 

I would like to emphasize that all of the figures shown on this sum- 
mary are on the basis of a full year’s operation. For that reason the 
amount of budget requests indicated as made by SPA are somewhat 
in excess of their reduced amount of $3,100,000 plus because that re- 
duced amount reflected delays in beginning of operations rather than 
any curtailment of the annual amount asked for. 

All of the figures on this summary are taken from government 
sources, chiefly from SPA itself. The source and treatment of them 
is explained rather thoroughly on pages (i) to (ix), inclusive, which 
accompany the summary. 


LOSS TO GOVERNMENT 


I would like to point out just 3 or 4 significant things about this 
analysis. Whereas the revenues are $4,460,000, the total cost of the 
operation is $8,492,000, representing an annual loss to the Govern- 
ment of over $4 million in this operation. I think this introduces an 
element that perhaps has been slighted in our previous testimony, that 
this is not only, in our opinion, an illegal and rather strange method 
of marketing, but it is an expensive and uneconomical method. 

I would like to point out that not only is the overall loss in excess 
of $4 million, but the cost of this operation to the Government is in 
itself in excess of revenues without taking any account of the cost 
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or value of the hydroelectric energy which needs to be supplied to the 
system. 

In other words, it is costing the Government something like a mil 
lion dollars a year to give away whatever hydroelectric energy it is 
necessary to put into this Missouri system, which roughly amounts 
to about one-sixth or one-seventh of the total potential energy in the 
12 reservoir dams Mr. Wright has said are the most feasible dams in 
the Southwest. 

Going back to another subdivision of the summary, Mr. Chairman, 
I think I may be able to answer in another way your question to Mr. 
Wilkes this afternoon about the relationship between the revenues 
from this operation and the amount asked for in the continuing fund. 
I cannot give you the figures immediately for Central alone as you 
asked, but for the total Missouri system the revenues are $4,460,000, 
which may be compared with the continuing fund request of $3,946,000 
on a full annual basis. 

In addition to that SPA is asking for appropriations for operation 
and maintenance of lines referable to this project, an additional 
$871,000, so that the total of the budget request applicable to this 
Missouri operation is about $359,000 in excess of the total revenues 
to be derived from the system. 

That could be elaborated on in various ways. I would hope that 
the committee will have this analyzed by its staff. I believe it is well 
documented. If there should be any questions that arise in their 
minds later, I could be reached by telephone or mail and give any 
explanations that might be necessary. 


COSTS FOR HYDROELECTRIC ENERGY 


The last item of cost appearing as item 8 is $2,966,000 of cost for 
hydroelectric energy, and represents a pro rata part of the cost of the 
annual power cost attributed to the 12 major reservoir projects by the 
Army engineers in the report submitted by the so-called Jones com 
mittee of the House in December 1952. That amounts to about 614 
mills per kilowatt-hour which I believe is somewhat more than the 
realizable value of that energy. However, it is reflected in this state 
ment at that cost. 

Besides the serious drain on the Treasury of the United States 
through the operation of these contracts, the impact on the companies 
in the area must be taken into account. If there is only enough hydro 
power potentially in this area to take care of 15 percent of the loads, 
obviously we must rely on somebody else to supply the rest. We hope 
and expect that the somebody else will be the private utilities com- 
panies. 

Senator ELxenper. This serious drain you speak of comes from the 
fact that not sufficient money is collected for this energy to amortize 
the cost of the dam; that is, that part which is a portion of hydro- 
electric power. 

ADMINISTRATION COSTS 


Mr. Porter. That isaa part of it. It is also true, however, that the 
annual operating cost of this, without taking any account of the cost of 
dams and the amortization of that cost, is in itself greater than the 
present revenues to be expected from the system at the present rates. 
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Senator ELLeNpeR. Where does that money come from ¢ 
Mr. Porter. Out of your appropriations. 

Senator E:tenper. You mean to administer it? 

Mr. Porrer. That is right. 

Senator Ex:enper. This money to administer is supposed to be a 
charge against the cost of operation, but your point is that not only do 
you not get that but you also do not get the proportionate share al- 
lotted for the energy from the sale of that energy ¢ 

Mr. Porver. a is right. If I understand you, to put it another 
W Ly, there Is not} ng y left to apply against the amortization of the 
power facilities. 

Senator KxLenper. You mean not suflicient / 

Mr. Porrer. I would say there is nothing left from this Missour! 
Opt ration. In fact, an addition: il $ $1 millien has been thrown in out 
of the appropriations. 

Senator Corpon. That is what your summary shows. 

Senator KE uienper. | would like to have that analyzed, Mr. 
Examiner. 

Mr. PorTer. With respect to the impact on the companies this is 
heavily subsic lized power and energy that is being introduced in our 
areas, and through these contracts the transmission facilities which are 
provided which bring it into the heart of our service areas. 








EFFECT OF G. AND T. CONTRACTS 














I would like to make one more point with respect to the contracts 
that are now under negotiation. If these G. and T. cooperative con 
tracts are allowed to survive, I see no practical means nor any reason- 
able hope that the companies in my area, which is Missouri, would 


be justified or would be able to enter into contracts on either of the 
plans now before the Department of the Interior. Our negotiations 
are entirely predicated on the assumption that the contracts being 
negotiated are a substitute for these G. and T. contracts rather than 
a parallel with them. 

Senator Corpon. What do you mean by G and T? 

Mr. Porrer. I refer to the contracts SPA has with these super 
cooperative . In asking’ for the elimination of the continuin g fund, 
we are in effect asking those contracts be voided. If they do survive, 
those contracts are meant to prov ide and do p yromise to provide, for 
the service to practically all of the preferred customers in the Mis 
SO} ri area. So the ‘re will be nh es for the « ‘ompan ies to serve under 
thv contract we might negotiate with SPA. 

That is all I have. 

Senator Corvon. Thank you, sir. 

The statement is in the record and the Chair states he will make 

pendent analysis of the figures. 

Mr. Wu KES. Mr. Dx n Mc Kee of the Empire District Co Op is the 


xt witness, 
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THE EMPIRE DISTRICT ELECTRIC CO., JOPLIN, MO. 


STATEMENT OF D. C. McKEE, PRESIDENT 
PREPARED STATEMEN'I 


Senator Corpon. We vill place your statement 1n the record and 
you will highlight it. 
(The statement referred to follows:) 


My name is D, ©. McKee. 1 am president of the Empire District Electric 
Co., which has its principal office at Joplin, Mo., where I reside. 

In each of the past several years, I have appeared before this committee 
in opposition to the Government's program of building a vast network of 
luplicating and unnecessary transmission lines in western Missouri, to be 
accomplished by the expenditure of millions of dollars by the Southwestern 
Power Administration for construction of certain lines and for acquisition, 
by use of the continuing fund, of the facilities of generating and transmission 
ooperatives (referred to as supercooperatives), financed by the Rural Electriti 
cation Administration. 

I have related to this committee the unsuccessful efforts over the years of 
Empire and the other electric companies in the Southwest to negotiate 
contract with the Government for the marketing of hydro power from t 
multiple purpose dams in the Southwest, which would make unnecessa) 
expenditure by the Government for transmission lines and other facilities. 

i am appearing before the committee at this time to advise you that 

1. Empire and other electric companies in the Southwest are again endeavoring 
to negotiate a contract with the Department of Interior. 

2. Empire offers to lease or purchase the high voltage transmission lines that 
have been constructed 

3. The construction of unnecessary transmission lines by Southwestern Power 
Administration and the supercooperatives has continued in the face of litigation 
and while the companies were endeavoring to contract on a basis, which will 
make these lines unnecessary. 

4. The continuing fund is not necessary because 

A. The customers the Government proposes to serve by ‘ ntinu 
ing fund are now being served by Empire and the other electric companies and 
no electric customer will be without service if the continuing fund requests are 
denied. 

B. The hydropower the Government proposes to market through use of 
the continuing fund will be available to preferred customers under any form 
of contract now being negotiated between the Government and the electric 
companies. 

CONTRACT NEGOTIATIONS 


The committee has been informed how the 12 electric companies in the South 
west, including Empire, upon the admonition of the Congress in October 1951, 
in connection with the appropriation bill, immediately began negotiating a con- 
tract with the Southwestern Power Administratior As a result of these ne 
gotiations, a contract was agreed upon between the companies and the Admin 
istrator of Southwestern Power Administration. This proposed contract was 
perfected December 19, 1951, and was submitted to Secretary Chapman by the 
Administrator, with his recommendation for approval, in January 1952 It 
remained on the Secretary’s desk until January 15, 1953, and was then dis- 
approved. 

Empire and 11 electric light and power companies in Missouri, Arkansas, 
and Louisiana are again endeavoring to cooperate with the Federal Government 
in working out a plan to market the hydroelectric power from Federal hydr: 
projects in the Southwest and are actively negotiating a contract with the Ds 
partment of Interior. 

OBRJECTIVES OF NEGOTIATIONS 


In these negotiations, it is recognized that the power produced from the hydro 
projects must be marketed under the terms of the Flood Control Act of 1944, 
which gives preference to rural electric cooperatives and public bodies, and 
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that due to the character of the streains the power from these projects should 
be used as peaking power. The use of the water stored in the dams to generate 
power only for a part of each day to take care of the peak loads created by the 
users of electricity is called peaking power. It is generally agreed that in using 
the water in this manner the maximum amount of power can be generated and 
it has the greatest value. It was on the assumption that the Government 
hydro power would be used as peaking power that the multiple-purpose projects 
were authorized. 

The electric companies have transmission systems covering the three States 
and are serving or capable of providing a power supply to all people in the area ; 
and through these systems, Government hydro power can be marketed as peak 
ing power to preferred customers without any investment by the Government 
Regardless of these facts, certain additional transmission lines have been con- 
structed directly or indirectly by the Federal Government. 

The efforts of the electric companies are directed to finding the best ways 
and means of marketing this peaking power from flood-control projects under 
the terms of the flood control act by utilizing existing systems of the companies 
and the Government, and to find methods to utilize the companies’ powerplant 
facilities to supplement the peaking power of the Government so it is usable by 
the customer. The principal problem of the Government is to determine which 
consumers shall receive Government power and in what quantities 

To make unnecessary the spending of millions of dollars by the Government 
in the ownership and operation of a duplicate transmission system, the companies 
will cooperate with the Government if desired and acquire the high-voltage 
transmission lines which have been constructed directly by the Government 
or from loans by the Rural Electrification Administration, and economically 
integrate these lines in the companies’ systems. 

The elimination of duplicating transmission lines will result in benefits to the 
cooperatives and other preferred customers, and to the taxpayers. To accom 
plish these objectives the companies expect only a fair charge for the use of 
their transmission facilities and fair rates for power and energy furnished by 
the companies, subject to approval by governmental regulatory agencies, and 
seek only reasonable safeguards against subsidized competition from the Federal 
Governinent which will lead ultimately to the destruction of their property pro- 
vided by investors in good faith. 

Empire pledges its most sincere efforts to explore with the Department of the 
Interior all ideas in order to find the best way to accomplish these objectives 
and consummate a mutually satisfactory agreement 


UNNECESSARY LINES CONSTRUCTED WHILE EMPIRE NEGOTIATES 


I wish to advise the committee that, despite our efforts to negotiate a contract 
with SPA, that agency and the supercooperatives have continued to carry on 
a vast construction program of transmission lines and steam powerplants which, 
if completed, will involve the expenditure of some $35 million in western Missouri. 
The construction of a transmission line between Carthage, Mo., and Springfield, 
Mo., which is a part of the western Missouri project, has been carried on notwith- 
standing the admonition of the Congress (S. Rept. 499, 82d Cong., 1st sess., pp. 7 
and 8; H. Rept. No. 775, 82d Cong., Ist sess., p. 5) that no further funds were to be 
spent on the western Missouri project until every effort had been made by South 
western Power Administration to negotiate a contract with the electric 
companies 

The companies did their part, and it was due only to the delay of the Secretary 
of the Interior that the contract was not consummated. 

The construction programs of KAMO Electric Cooperative, Central Electric 
Cooperative, and NW Electric Cooperative (all supercooperatives), including 
transmission lines and steam powerplants, have continued while a case has been 
pending in Federal district court challenging the validity of the contracts 
whereby these facilities would be acquired by the Department of the Interior 


GOVERN MENT PROGRAM IN WESTERN MISSOURI 


In order that the committee will have a picture of the $33 million program 
being carried out by the Southwestern Power Administration and the Rural 
Electrification Administration in western Missouri, I direct your attention to 
two attached maps. The map marked “Exhibit A” has been submitted to you at 
previous hearings. The solid black lines on the map represent the transmission 
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system of Empire, and the dotted black lines are the transmission systems of the 
Missouri Public Service Co. and neighboring companies. The Government's 
proposed transmission network is overprinted in color. The solid green line is 
the 154,000-volt transmission line from Bull Shoals Dam to Chamois, Mo., on the 
Missouri River near Jefferson City, with a 15,000-kilowatt steam generating 
plant at Chamois. These facilities are owned by Central Electric Power Co 
operative, Inc., a supercooperative, and are practically completed. The solid 
yellow line is the 154,000-volt transmission line, practically completed from 
Bull Shoals Dam to Clinton, Mo., and with work proceeding thereon from 
Clinton, Mo., to Missouri City near Kansas City. A 40,000-kilowatt steam 
generating plant is being built at Missouri City. These facilities are owned 
by NW Electric Power Cooperative, Inc., also a supercooperative. The solid 
red lines are some 800 miles of 69,000-volt line proposed to be built by the 
KAMO Electric Cooperative, Inc., a supercooperative. By expenditures from 
the continuing fund for rentals and power-purchase payments, which amount to 
installment buying of these facilities, SPA, in effect, is to acquire the systems 
of these supercooperatives. The solid blue line is the 154,000-volt transmission 
line of the Southwestern Power Administration from Manstield, Mo., through 
Springfield to Carthage, Mo., built from appropriations obtained under budget 
requests entitled western Missouri project. A part of the western Missour 
project is a proposed substation at Clinton, Mo., to be connected to NW Electric 
Power Cooperative’s transmission line. 

The map marked “Exhibit B” is the same as the map marked “Exhibit A 
except that, by the use of solid, broken, dashed and dotted red lines, as shown 
by the legend, the status of construction of the KAMO network is indicated. 


EMPIRE OFFERS TO PURCHASE LINES 


Considerable money has been spent on some of the lines shown on this map 
However, there are appropriations made which have not been used, lines which 
have not been buiit, and substations which have not been constructed, for which 
further appropriations are requested. It is not too late to stop this wasteful 
expenditure of money without detriment to the public or the Government, and 
without interfering with the marketing of hydropower by the Government in the 
Southwest. 

SPA proposes to build a substation at Carthage, Mo., at an estimated cost of 
$1,049,690, of which $1,029,690 has previously been appropriated and $20,000 
is requested for 1954. This substation will serve only KAMO, which proposes 
to serve only customers now being served by the electric companies. Con- 
struction of this substation has barely been started, so a refusal of the present 
request and a rescission of the previous appropriations would save the Govern- 
ment $1,049,690. The Carthage substation is to be at the terminal of the 
Springfield-Carthage line already substantially completed, in spite of the injunc 
tions of the Congress not to spend the money pending an attempt to secure a 
contract with Empire. There is no reason to spend over $1 million for a sub 
station, which is unnecessary, simply because a transmission line was built that 
had no justification. If the construction of the Carthage substation is stopped, 
and a satisfactory contract with SPA is worked out, Empire is willing to buy 
the Springfield-Carthage line, and such materials as may have been purchased 
for the Carthage substation, so that the Government will recover the money 
spent on their construction. 


CONTINUING FUND NOT NZEDED 


The continuing fund requested by the Southwestern Power Administration is 
not needed in order to provide electric service to any customers in the territory 
served by Empire. The Southwestern Power Administration can serve all of 
its customers in Missouri without the use by it of any money from the continuing 
fund. The absence of a continuing fund appropriation will result only in SPA 
being unable to aequire by lease or purchase a large transmission system in 
Missouri. All present power requirements of the cooperatives to be supplied 
by KAMO Electric Cooperative are now being supplied and future requirements 
provided for by the companies under contract. Under a wheeling contract be 
tween the 12 companies in the Southwest and SPA, which is now being nego- 
tiated, the present and future requirements of the cooperatives of KAMO can 
he supplied Government hydropower without the use of the continuing fund. 
Empire now supplies all the requirements of the city of Springfield, and under 
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a long-term contract, Empire has guaranteed to supply all its future require 
ments. Under the wheeling contract between the companies and SPA, which 
is now being negotiated, Springfield can be supplied Government hydropower 
over Empire’s transmission system without the use of the continuing fund. 

I urge the committee to stop this wasteful expenditure of money in western 
Missouri by Southwestern Power Administration and by the REA supercoopera 
tives, and enable the electric companies to consummate a contract with the 
Department of the Interior, and work out a program which will save the Gov 
ernment millions of dollars, carry out the terms of the present Flood Contro 
Act, and provide assurance to Empire and the other electric companies that 
they can build with confidence the facilities to serve the people without the 
threat of subsidized competition by the Federa) Government. 

Mr. McKee. I am going to be brief with the understanding that you 
will ask questions. I do not want to fail to answer anything. 

Senator Corvon. Is your company 1 of the 12 companies that have 
made the contract offer? 

Mr. McKer. Yes. 

Senator Corpon, All companies whose representatives have ap 
peared here are members of that group ! 

Mr. McKer. That is correct. 

1 am president of The Empire District Electric Co. at Joplin, Mo. 
We serve principally in southwest Missouri which we have served for 
over 43 years. 

OPPOSITION TO CONTINUING FUND 


[ have appeared before this committee each year for the past several] 
years in opposition to the appropriations for the building of a vast 
governmental transmission system in southwest Missouri which in 
_— tion would replace service which is now being supplied by Empire 

wr neighboring companies. I have opposed in the past the continuing 


faad because of the reason of this duplication. 

Empire, along with other companies, has endeavored to negotiate 
a contract since 1949 or earlier than that, I think. As you know, the 
negotiations has been futile up to date. That has been discussed by 
others. 


OBJECTIVE OF CONTRACT 


The objective in negotiating a contract with the Government, was to 
enable the Government to market or distribute the Government power 
from the hydro projects, under the terms of the Flood Control Act, 
without the need of expenditure of any money by the Federal Gov 
ernment, because any lines built which are not needed, or a duplicate 
system operated separately is basically uneconomic, as Mr. Porter has 
pointed out. This system in Missouri would still cost more than a 
million dollars a year in order to distribute it, if the power were free 
at the dams. 

In other words, we have learned in the electric industry from the 
beginning, from the very concept of the business, that duplication 
is not economic. That is why we are operating as a regulated 
monopoly, to avoid duplication. Somebody must pay the cost of 
duplication. We have worked strenuously to make this contract to 
eliminate this expenditure of money. 

In the fface of our negotiations, and I would say even in the face of 
instructions of this committee, which I cite in my statement, meaning 
the admonitions in the conference report that certain expenditures by 
SPA were not to be made until contract negotiations were carried on. 
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While the contract was in the Secretary’s desk construction work 
continued. Along with it went the construction work by the trans 
mission cooperatives even in the face of litigation. I have reported 
on this matter to the committee each year for several years and the 
situation continues today. 

We have in the record Mr, Custer’s statement about the future con 
struction of power generating facilities by the companies. There is 
no power shortage. There is no customer to be served from the Gov 
ernment lines in Empire’s territory who is not now receiving service. 
We always have had ample power and we are in a position to continue 
to serve all customers. 

This proposed duplicating system would merely replace service 
now being supplied and would result in a dap lication which should 
be avoided. We realize certain lines hots been built and certain 
progress has been made in construction. Whether it is right or wrong, 
that is not the issue at the moment. 


ELIMINATION OF DUPLICATING SYSTEM 


It is our feeling as a company that if the Government desires that 
this duplicating system be eliminated, and it must be either one 
system or the other, in my opinion, because a duplicating system is 
fundamentally uneconomic. 

So we are desirous of making a contract to utilize our facilities. 
Because of the fact certain lines are constructed, the Empire Co. is 
willing to acquire the super cooperative facilities. I know the oth: 
companies, take the same position. 

If this program is stopped we are willing to acquire these lines if 
it is the desire of the Government, and revert this money back to the 
Treasury and work out a contract. We are endeavoring to explore 
every aspect of a contract with only the sole object of accomplishing 
the policy of the Flood Control Act. 

Senator ExLenper. If it is uneconomic, how do you expect to get 
your money back ¢ 


EFFECT OF CONSTRUCTION CURTAILMENT 


Mr. McKer. I will explain. If this construction in our territory 
is stopped now and no more money is spent on the lines we in time 
can utilize them and operate them together with ours as a single 
system. We can utilize them in cuneate with serving our 125 
communities as well as the 16 points of delivery to the cooperatives. 

- hile this might be uneconomic now, maybe a few years ahead we 

1 fit them into our picture. So we offer this idea of cooperating 
with the Government even though a part of the lines have been built. 

We endeavored to point that out in the past that these lines were 
unnecessary, and we do not feel they are necessary now. But we 
stand ready to negotiate for their acquisition at a fair value and this 
would result in a saving of many millions of dollars to the federal 
treasury. 

The continuing fund is the means by which the Government ac 
quires this network of lines. The principal part of the continuing 
fund under SP.A’s budget request is for their purchase, because at 
the end of 40 years the Interior Department would own the trans 
mission lines. 
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WILLINGNESS TO PURCHASE LINES 


I have appeared before and I appear at this time in opposition to 
this. While your committee does not have jurisdiction over the ex 
penditure of money by the REA for the construction of these super 
cooperative lines, you do have control over the continuing fund. If 
it is not granted and this program is stopped and the Government 
so desires, Empire stands ready to purchase the lines already built. 

We are again making an effort to negotiate a contrect which will 
be satisfactory to the Interior Department and which will be satis- 
factory, under the regulations of the Federal Power Commission, so 
that all values will be fair to everyone. Then this problem can be 
resolved. We pledge our unlimited cooperation in this work, and 
we will explore every possible method to work it out. 

Senator Ex.xenpen. Is it your fear that if this money is granted 
and the contracts now existing are permitted to be performed on, 
that there is a possibility that in the future this practice may be 
continued ? 

Mr. McKer. I understood that it may not be, but it makes no differ 
ence whether it is continued or not because the damage is done as 
far as this company is conéerned. There are 832 miles of lines in 
our territory from which if owned by the Interior Department, it 
can acquire the business of our company. We do have the fear that 
this duplicate network of our system would take away our business. 

Senator Erienper. You mean, though, there are no additions made 
to the lines—— 

Mr. McKrr. Yes. The Federal Government has the right to take 
any customer thev want to take. If it makes a lower price due to 
taxes and due to the low interest rates that is a very definite hazard 
to our business. 

Senator Errenper. As T pointed out, and T do not know whether 
vou were, the revolving fund that was provided for, the $300.000 
revolving fund provided for several years ago, has been mapenens 
with. In order to ston this procedure of getting REA to be a narty 
to the formation of these super co-ops, I as chairman of the Com- 
mittee on Agriculture called a meeting of my committee and we had 
a joint session with the subcommittee on the Interior Denartment 

We got assurances from REA that in the future thev would not per- 
mit such contracts to be again entered into. I thought with that as- 
surance that it would be satisfactory. That is why we have decided, 
as far as T am concerned—and T say “we,” T may include others that 
were not present—but T understood it that we, the Conoress, would 
continue to appropriate each year rather than to let this revolving 
fund be used as it was in the past, so that we could check as to whether 
or not new contracts similar to those that you object to now would be 
entered into in the future. 

Mr. McKrr. I think that is true. 

Senator Errenner. That is where we did it. 

Mr. McKrr. The point T make here concerns a network of lines on 
the map that are under construction now. 

Senator Errenver. The money has been provided for. 

Mr. McKer. Only through this contract and the use of the continu- 
ing fund. 
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Senator Ettenper. Through REA / 

Mr. McKee. That is right. 

Senator ELLeNpeR. That has been going on for a couple of years. 

Mr. McKer. There is the question of whether it should be done, an- 
other whether it is economical or not. My point is that it has been 
proved that it is uneconomic. Iam not passing on whether it is legal. 
If it is uneconomical and unnecessary, and if it is going to be com- 
pleted, we have no business negotiating a contract because there would 
be no customers to be served under it. All the customers are going to 
be gone. 

You instructed me to go back and negotiate and I did in good faith. 
I brought the 12 companies together to negotiate as a unit, because 
I felt 12 companies could do a more complete job in the whole area. 
I have done everything that I was sup yosed to do to negotiate the 
contract so it would not be necessary to build these lines in Empire’s 
territory. 

The blue line extending from Springfield to Carthage was the very 
line which the committee report says should not be built until SPA 
had endeavored to negotiate a contract. That was in October of 1951. 
We met in November. We had the contract completed in December. 
It laid on the Secretary’s desk in January until the following January. 
I do not feel that I am at fault, because I did everything I could. 

I want to emphasize that we made this contract to make this dupli- 
cation unnecessary. Certain of the lines have been built. But they 
have not gone so far they cannot be stopped. I am here asking that 
they be stopped. 

I am willing to negotiate to purchase these lines, revert the money 
back to the Treasury and make a contract with the Government or 
contract as 1 of 12 companies by which every cooperative and pre- 
ferred customer in our area will receive Government power as though 
they built the duplicate system. 

Commonsense says that certainly by eliminating duplication we 
can do an economic job. It will be to the benefit of the cooperatives 
and to the benefit of the municipalities if it is done in that manner. 

For this reason I am urging the continuing fund be denied so that 
this program can be stopped and enable us to complete our negotia- 
tions—complete our contract and work this problem out. In doing 
so we assured the House committee—and on behalf of Empire I want 
to make the same statement that I made to the House—that the con- 
tinuing fund requested by the SPA is not needed in order to provide 
electric service to any customers in the territories served by Empire. 
We are serving every customer now. This will continue 

The Southwestern Power Administration can serve all its customers 

without the use of any money from the continuing fund. ‘The ab- 
sense of the continuing fund appropriation will result only in SPA 
being unable to acquire by lease or purchase a large transmission 
system in Missouri. 
, All present power requiremes nts of the cooperatives to be supplied 
by the KAMO ele tric coopers tive. the one in our area, are now being 
supplied, and the future requirements of such customers are provided 
for by the companies under contract. 





1516 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


WHEELING CONTRACT 


Under the wheeling contract between the 12 companies in the 
Southwest and SPA now being negotiated, the present and future 
requirements of the cooperatives can be supplied by Government 
hydro power without the use of the continuing fund. Empire now 
supplies all of the requirements: of the city of Springfield under a 
long-term contract. Empire has guaranteed to supply all of its 
future requirements. 

Under the wheeling contract between the companies and the SPA 
now being negotiated, Springfield can be supplied Government hydro 
power over Empire’s system without the use of the continuing fund. 

Senator Corpon. What is your average price at Springfield ? 


SPRINGFIELD RATE 


Mr. McKer. The figures that I have available with me are for the 
12 months ending in December. With regard to the Springfield 
situation, 1 would like to say that that figure was 9.7 mills for the 
12 months ending December 31, 1952. 


SOURCE OF POWER FOR SPRINGFIELD 


Senator Corvon. Where do you generate the power for Springfield ? 

Mr. McKer. We have a steam plant at Riverton, Kans., 12 miles 
west of Joplin, which has 100,000 kilowatts capacity. We just com 
pleted a new 30,000-kilowatt high-efficiency steam unit in 1950. We 
now have under construction a 40,000-kilowatt steam unit to be in 
operation at the end of this year. To give you an idea of the relative 
size of that, that is the equivalent of the total requirements of the 
city of Springfield and the city of Joplin. We also have a small hydro 
plant on the White River. 

Senator Corpon. How far do you have to send your power to get it 
to Springfield ¢ 

Mr. McKer. Springfield is on the eastern end of our system. The 
Riverton plant is on the western end, about 70 miles. 

We have 4 transmission lines serving the city of Springfield, 69,000 
volts, and the line that has been built by the Northwest cooperative 
has a substation at Springfield. 

Senator Corpon. That 9.7 mills is the wholesale price to the city / 

Mr. McKer. Yes. 

The point I wish to make is this: We have the facilities, forgetting 
the matter of Government power, to supply the city of Springfield 
for their requirements. If this matter is held up in any way, the cit) 
of Springfield will always have the power it desires. 

Senator Corpon. Two questions are involved here. One is a ques- 
tion of the power and the other is a question of the reasonableness of 
the rates. 

FURTHER DISCUSSION OF RATES 


Mr. McKee. The rate which we charge Springfield is a matter of 
negotiation and was filed and analyzed by the Federal Power Com 
mission. At the time the city made the contract, we thought it was 
an acceptable agreement, and at the time it was filed with the Com 
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mission after we had signed the contract, there was a feeling that it 
was a little high. We offered to have a hearing before the Federal 
Power Commission in that regard, but the city of Springfield did not 
choose to have such a hearing. The rate is always subject to approval 
by the Federal Power Commission and I might add that the Federa| 
Power Commission has complete jurisdiction over rates of this charac 

ter for municipalities, particularly in our company where we are unde 
the jurisdiction of the Federal Power Commission as an interstate 
company. 

We have the facilities to transmit the Government power over oul 
own system without use of the continuing fund. We so advised 
the Administrator of SPA when we were in Tulsa on May 4, and we 
discussed it several times previous to that. We expressed a desire, if 
it is necessary, to make an interim contract with the Southwestern 
Power Administration so that Springfield could get this power. The 
local facilities which were referred to by Springfield, which would be 
capable of adding to Springfield’s transformer capacity would enable 
them to take from our system or from SPA’s system. Is that right, 
Mr. Castlebury / We are ina position and have offered to make an 
interim contract while this is pending so that Springfield can receive 
Government power over our system and if the other contract is com 
pleted as we hope it could be, Springfield can get power from Empire 
for its full requirements. We so advised the city of Springfield after 
our Tulsa meeting, that we would do that if they desired, and we 
worked that out in this 12-company agreement. That is, Springfield 
will be considered as a preferred customer as was intended. 

Senator Corpon. Are there any questions? Thank you, sir. 

Mr. Wirxkes. We have three other witnesses, but, because of the 
lateness of the hour and your wonderful patience in giving us a 
wonderful hearing today, I would like to file these statements, if I 
may. 

Senator Corvon. That is our job. 

Mr. Wiixes. The first is by Carl J. Mason, vice president of the 
Missouri Public Service Co., for his company. The second is a state 
ment by Mr. E. R. Kropp, vice president of Union Electric Co. of 
Missouri, and J. D. James, vice president of Missouri Power & Light 
Co. 

Senator Corvon. The statements may be filed for the record. 

(The statements referred to follow :) 

STATEMENT or Car. J. MASON, Vice PRESIDENT, Mirssourr PusLic Service Co 

My name is Carl J. Mason. I am a vice president of the Missouri Public 
Service Co., which has its principal offices in Warrensburg, Mo., where I reside. 
This company supplies electric service in 18 counties in west central Missouri. 

The company opposes all of the appropriations requested by Southwestern 
Power Administration (SPA) which have to do with construction of Govern 
ment-owned facilities within the territory served by the company, or the pay- 
ment of funds appropriated by the Government to cover the lease or rental 
payments on facilities proposed to be leased or rented from super-cooperatives, 
and all funds requested for the purchase of steam power which may be 
generated at steam plants owned or operated by super cooperatives. 

The current appropriations requested to carry on the construction work of 
the Clinton substation (a part of the western Missouri project) and the Lamar 
substation (a part of miscellaneous construction items), and all funds re 
quested for purchase of general plant and equipment are opposed by the com 
pany. The continuing funds specifically opposed by the company are those 
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funds proposed to be used for the purchase of steam generated power from 
the North West Electric Power Co-op., and the rental of transmission facilities 
from the North West Electric Power Co-op. and the KAMO Electric Power Co-op., 
where such facilities are situated within the territory served by the company, 
or situated within the adjacent territories of the Empire District Electric Co. 
and the Kansas City Power & Light Co. 


CLINTON SUBSTATION PROJECT 


SPA proposes to construct a substation at Clinton, Mo. It proposes to serve 
the substation from the 154-kilovolt line now being constructed by North 
West Electric Power Co-op, between its steam plant at Missouri City and 
the Bull Shoals hydroelectric project in Arkansas. SPA proposes to lease 
this 154-kilovolt line from the North West Electric Power Co-op (this is one 
of the lease contracts between SPA and super cooperatives now being ques- 
tioned in the lawsuit in the District Court for the District of Columbia). 

In the justification for appropriations for the fiscal year ending June 30, 
1953, relating to the western Missouri project, of which the Clinton substation 
is a part, the Administrator stated: 

“The entire project was planned as an absolute essential system to be con- 
structed by the Government to provide the means of serving its customers, and 
for integration of its hydroelectric generation with the systems of cooperatives 
and private utilities in the area. That purpose has not been altered, and any 
arrangement with private utilities will not reduce the necessity of its 
construction.” 

Notwithstanding this statement of the Administrator, the Missouri Public 
Service Co. has opposed all requests for funds to construct this substation, 
and is opposed to the current request for appropriations by SPA on the grounds 
that there is no power shortage within the area served by the company, and 
neither do these facilities proposed to be constructed by SPA provide any 
integration of Government hydroelectric facilities with facilities of steam- 
electric generating facilities of super cooperatives. There has never been a power 
shortage within the area served by the company, and there are no immediate 
future power requirements of the area which cannot be met by existing trans- 
mission lines owned by the company; transmission lines under construction by 
the company ; the present power generating sources and power generating sources 
under construction by the company; and, other interconnected power sources of 
the company. 

The company now serves 7 rural distributing cooperatives at 15 points within 
the general area proposed to be served from these substation facilities. The 
company has consistently met all of the requirements of the cooperatives to be 
served from these substation facilities, beginning with a demand of 156 kilowatts 
in 1940 and reaching a total of 8,114 kilowatts in January 1953. Such require- 
ments have been carried without any restriction whatever on the cooperatives. 

Almost 3 years ago the company received inquiry from most of the cooperatives 
within the area to be served by these proposed substation facilities, in which the 
cooperatives specified their anticipated demands and energy requirements for 
the years 1955 and 1960, at then present and proposed future points of delivery. 
Promptly after receiving the requests the company made written commitments 
to serve all of the anticipated requirements at all of the points requested by the 
cooperatives, and offered new power contracts at lower rates to the cooperatives. 
Receipt of the contracts was never acknowledged by the cooperatives, which 
again indicates that such inquiries and estimated demands were likely initiated 
by the Washington offices of REA with the intent of alleging a power shortage 
within the area served by the company. 

Today, these same cooperatives would need to increase their power demands 
by 282 percent to equal the anticipated 1955 power demands, and 420 percent to 
equal the power demands estimated for 1960. When consideration is given to 
the fact that in 1951 the total demands of all the cooperatives increased 35.98 
percent over 1950, and in 1952 the total demand increased only 12.34 percent over 
1951, coupled with the fact that not less than 90 percent of the farms within the 
service area of the company now receive electric service, either from the co- 
operatives or from the company, it becomes obvious that the increased require- 
ments of the cooperatives will most likely not equal the percents stated above. 

In view of the fact that so many of the farms within the service area of the 
company now have electric service, it is obvious that increase in future load of 
the cooperatives must be, in the main, derived from the increased usage of 
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existing customers rather than through adding new customers. Some increase 
in usage is certain to occur, but the amounts required to equal the power demands 
estimated for 1955 and 1960 now appear to have been primarily for alleging a 
power shortage within the service area of the company in justification for the 
construction of the Clinton substation facilities. 

In view of the above facts, it is again evident that the Clinton substation 
project was never necessary, and is not now necessary to meet the power require- 
ments of rural cooperatives within the entire west-central Missouri area. 

Insofar as the company can determine from public bid notices issued by SPA, 
a total of $450,356 of the original appropriations has been committed for equip 
ment. Such amount is made up of the following: 


1 carrier current communication set $23, 000 
2 15,000 kilovolt-ampere transformers- ; 169, 000 
1 line trap unit. _-~~ dis nits alia d tele. ‘ 20, 980 
1 control switchboar dls i si , 40, 906 
Shunt reactors______- inde ‘ ; 44, 070 
2 161-kilovolt breakers_-_ itd» 88, 000 
2 69-kilovolt breakers a asi 23, 000 
2 69-kilovolt oil circuit breakers ‘ idea 23, 820 
? outdoor-type, metal-clad reactor control switchgears i ‘ ; 14, 500 
Spare breaker____- 7 date ‘ 3, 080 


Total_- a ds . 450, 356 


Notwithstanding the fact that the legality of the contractual arrangements 
under which SPA proposes to utilize this substation are under serious question in 
the lawsuit now pending in the District Court for the District of Columbia 
(which puts everybody on notice that the question is in the courts for determina- 
tion), as recently as April 8, 1953, SPA awarded contracts on equipment for this 
substation in the amount of $41,400, which amount is included in the above total. 
The total commitment of $450,356 referred to above related, generally, to standard 
items of equipment used by the electric utility industry. The Missouri Public 
Service Co. stands ready to negotiate for all of the equipment included in the 
above amount. Such purchase, coupled with the denial of this committee of the 
funds currently requested by SPA for the Clinton substation, would save the 
Government approximately $1,081,475, which amount is the total cost of the 
Clinton substation currently estimated by SPA 

The above contracts have been made by SPA with manufacturers of equipment 
for this station in disregard of the admonition issued by the Congress respecting 
the use of funds appropriated for the Western Missouri project in fiscal year 
1952. Representatives of the company have always been present at all wheeling 
contract negotiations with SPA. Notwithstanding these obvious manifestations 
of the desire on the part of the company to work out a wheeling contract as 
directed by the Congress, SPA has proceeded with arrangements for building the 
Clinton station without full regard for congressional intent There is no record 
of any conferences or negotiations known to the company and at which the 
company was present which reveals the decision of the Secretary of the Interior 
to release funds for the construction of this station 

Since this project will not extend electric service to a single additional user, 
denial of funds for this project will in no way affect adequacy of the power supply 
of all of the rural distribution cooperatives within the area served by the company 


LAMAR SUBSTATION MISCELLANEOUS CONSTRUCTION 


In the original budget snbmitted by SPA, provision was made for the con- 
struction of a 69-kilovolt substation near Lamar, Mo. This substation has been 
deleted from the revised budget submitted by SPA and is now no longer requested 

The company desires to record its continued objection to the construction of 
this station. There is no power shortage in the area in which this substation is 
proposed to be located. The proposed substation was originally intended to be 
Situated directly across the road from where the company now has a 69-kilovolt 
substation. The company’s substation, together with the 69-kilovolt transmission 
line serving it, are capable of meeting all the power requirements within the area 


The company has an electric service contract with the city of Lamar in which 

it commits to serve the requirements of the city Likewise, the company has a 

contract with the Barton County Electrie Coo tive, Inc., in which it agrees to 
7 


serve the cooperative’s requirement The proje innecessary 
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In lieu of a fund labeled ‘Miscellaneous construction,” it is also recommended 
that henceforth the SPA be required to list in specific detail all of the projects for 
which appropriations are requested. A specific listing of projects in the above 
manner would enable the committee to retain control of the projects for which 
it appropriates funds and thereby prevent the Southwestern Power Administra 
tion from constructing facilities to serve consumers now being served by this and 
other companies in the SPA area without specific consent of Congress 


GENERAL PLANT EQUIPMENT 


The requests for general plant equipment are alleged to be necessary in order 
to provide for “acquisition of capital items necessary for the operation and 
maintenance of the Administration’s transmission system.” 

The estimated cost of such items totals $300,000. The request is being made 
without regard to the fact that the legality of the means by which SPA proposes 
to acquire a transmission system is being seriously questioned in the District 
Court for the District of Columbia, and without regard to the fact that the 
Supreme Court of Arkansas has ruled in a similar case involving the Arkansas 
Electric Cooperative, Inc. 

It is respectfully petitioned that this committee deny appropriations to SPA 
for general plant and equipment funds. Such denial will not seriously affect 
SLPA’s operation for the current fiscal year 


CONTINUING FUND 


The total continuing fund appropriations currently requested by SPA amount 
to $3,736,000. Included in this total is an amount of $1,073,000 to cover the cost 
of purchasing steam power and leasing lines from the N. W. Super Co-op \ 
large portion of these facilities are situated within the area served by this 
company. An amount of $169,000 is requested for the payment of rental fees 
on Kamo Electric Co-op transmission lines. Part of such lines will be located 
within the area served by the company. The legality of the contract through 
which SPA proposes to purchase the electrical output from the steam plant and 
lease the lines of the supercooperative is under serious question in the District 
Court for the District of Columbia. In addition, the Supreme Court of Arkansas 
has ruled specifically on the point of the authority of SPA to acquire the 
electrical output from steam generating stations in the case of the Arkansas 
Electric Cooperative, Inc. In view of these facts and the state of construction 
of the cooperative’s generating plant and transmission lines, such funds are not 
necessary for SPA’s operations during the fiscal year ending June 30, 1954. 

These funds currently being requested by Southwestern Power Administration 
can be withheld by this committee without in any way affecting service to pre 
ferred customers within the area served by the company. Such fund is un 
necessary for the equitable distribution of power and energy from multiple-purpose 
hydroelectric projects to preferred customers within the area served by the 
company In view of this it is respectfully requested that this committee deny 
to Southwestern Power Administration the appropriations for the continuing 
fund referred to above 

If denied, the Missouri Public Service Co. pledges that no rural distribution 
electric cooperative now served by it will suffer any curtailment in power supply 
during the fiscal year 1254 


STATEMENT oF FE. R. Kropp, Vick PRESIDENT, UNION ELEecTRIC Co. OF MISSOURI, AND 
J.D. JAMES, VICE PRESIDENT, Missouri Power & LIGHT CO., CONCERNING BUDGET 
REQUESTS OF THE INTERIOR IYEPARTMENT FOR THE SOUTHWESTERN AREA FOR TH? 
FIscaL YEAR 1954 


This statement is submited in opposition to the continuing fund for the South 
western Power Administration for fiscal 1954 
Union Electric Co. of Missouri and Missouri Power & Light Co. jointly state 
all rural electric cooperatives, municipalities, and individuals now receiving 
ice in the service areas of the companies in central Missouri will continue 
to receive service without disruption and will not in any way be deprived of 
electric service due to the denial of appropriations for t ontinuing furd for 
outhwestern Power Administration 
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There is no shortage of electric power in the areas served by the 
Missouri Power & Light Co. is able and willing to supply all of the po 
ments of the cooperatives which are me ol Central Klectri 
Cooperative. 

Union Electric Co. of Missouri is now su] ing the full powe1 
of the northern portion of Sho-Me Power Cor ystem, and is ab 
to continue such service 

We respectfully urge that the request for a continuing fund for 
lower Administration be denied 


Mr. Wi KES. With the filing of those, we waht to thank you fol your 
fine attention that vou have given us and for your courtesy in lettil 


r 


us have so much time 
Senator Corpon. We are very pleased to hear from those who aré 
interested on both sides of the problem. I regret that we are not as 


fully equipped with expert knowledge as we ought to be. 
Mr. Wiikes. I think that you are pretty well equipped 
Senator Corpon. The committee will be recessed to reconvene at 
i0a.m. Thursday. 
(Thereupon, at 9:05 p. m., Wednesday, May 13, 1953, the committee 
i) a.m. Thursday, May 14, 1953.) 


recessed to reconvene at L) 
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THURSDAY, MAY 14, 1953 
UnItTep STaTes SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 


The subcommittee met at 10 a. m., pursuant to recess, in room F-82, 
the Capitol, Hon. Carl Hayden, temporarily presiding. 

Present: Senators Cordon, Young, Mundt, Dworshak, Hayden, and 
Ellender. 


DEPARTMENT OF THE INTERIOR 


SOUTHEASTERN PowER ADMINISTRATION 


STATEMENT OF L. V. SUTTON, PRESIDENT OF CAROLINA POWER & 
LIGHT CO. 


GENERAL STATEMENT 


Senator Haypen. The committee will come to order. Do you have 
a prepared statement, Mr. Sutton ? 

Mr. Sutron. I have. 

Senator Haypven. If you so desire, we may include the entire state- 
ment in the record and you can highlight it or proceed just as you 
please. 

Mr. Sutron. Suppose I just pick out the more important parts of it 
and highlight it. I have a lot of exhibits here. I will not read them. 

Senator Haypen. All right, sir, you may proceed. Your statement 
may be inserted in the record. 

(The statement referred to follows :) 


STATEMENT OF L. V. SuTTON, PRESIDENT OF CAROLINA Power & Lieut Co. 


My name is L. V. Sutton and I am president of Carolina Power & Light Co 
I am appearing here in connection with the request of Southeastern Power 
Administration (SEPA) for appropriations for the fiscal year 1954. 

Carolina Power & Light Co. is a public utility serving 30,000 square miles in 
eastern and the extreme western parts of North Carolina and the northeastern 
part of South Carolina. The company has about 340,000 customers of which one- 
third are farmers. Although the company does have a very substantial indus- 
trial load, the territory is predominantly composed of small towns and rural 
areas. The company’s taxes during the last 12 months were over $11 million, 
which is equivalent to more than 4 mills per kilowatt-hour on general business 
sales. 

I understand that SEPA is not asking at this time for construction funds to 
build transmission lines in the territory we serve. However, it is requesting 
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substantial sums for planning, preliminary construction, and for operation an 
maintenance. Of this $1,250,000 is for cash payments for purchased energy for 
resale and wheeling fees. I believe that such an appropriation is unnecessary) 

I cannot understand the need for additional planning, unless it is to further 
the plan of SEPA for a federally owned and operated transmission system 

The construction of a high tension transmission system along the Atlant 
seaboard by the Federal Government would be an entirely unnecessary expend 
ture of taxpayers’ money to duplicate the adequate facilities already in existence 
Furthermore, the operating utilities in the area are continually making plan 
for the orderly expansion of these facilities as the demand for electric servic 
and integration requirements increase. These additional facilities will be 
financed and constructed by the companies and not by the taxpayers. Taxes 
will be paid on them at the Federal, State, and local levels 

In the initial stages of SEPA their representatives appeared before this and 
other committees of Congress and requested appropriations on the grounds that 
facilities available in the area were inadequate. This approach has been 
abandoned as the fallacy of such argument was shown and now the new 
approach seems to be that of necessity for integration. We are unable to unde! 
stand what benefits SEPA expects to obtain by integrating John H. Kerr project, 
since SEPA’s existing contract with Vepco for two-thirds of its output togethe: 
with their proposed contract with Carolina Power & Light Co. for the remainder 
would dispose of the entire output of the project. With the entire output 
disposed of there is nothing to integrate. 

On August 9, 1952, SEPA and Virginia Electric & Power Co. signed what the 
Southeastern Power Administrator calls a “wheeling and firming” contract 
which he described to you as most advantageous. The advantages he outlined 
to you do not exist. 

Shortly after Virginia Electric and SEPA reached an agreement, SEPA sent 
Carolina Power & Light Co. a contract that was almost identical with the 
Virginia contract. We did not accept it for reasons [ will outline to vou 

The essential features of the arrangement desired by SEPA are the purchase 
of electric energy by SEPA for cash to “firm up” the portion of the capacity to 
the John H. Kerr project it desires to sell to the electric distribution co-ops; 
the taking over of the co-op customers of the companies; the wheeling of 
Government power to these co-ops for a cash fee; and certain other operating 
complexities. 

As I have pointed out, SEPA is asking for $1,250,000 to be used for cash pay 
ments for purchasing “firming up” energy for resale and for cash wheeling fees 
Of this amount about $400,000 is applicable for such payments under a contract 
which has not been consummated between Carolina Power & Light Co. and 
SEPA. I believe that this entire appropriation of $1,250,000 is unnecessary 

Wheeling and the purchase of power for firming up are not one operation ; they 
are separate and distinct. 

“Wheeling” means the transfer of power and energy from one point to 
another. SEPA first proposed to build independent and duplicating trans 
mission facilities to deliver power from the Kerr project to customers, despite 
the obvious fact that existing transmission facilities are fully adequate for the 
purpose. To date the Congress has not seen fit to supply public money for such 
an overlapping Government system in Virginia or North Carolina. 

Carolina Power & Light Co. has stated repeatedly that it will wheel John H 
Kerr power to the co-ops, and has made a practical offer to do so. While we do 
not agree that cash payments for the service are desirable, we are not apart 
from SEPA in this phase of the matter. 

I cannot find any requirement in the Flood Control Act of 1944 that requires 
that all power transactions must be gross and in cash. SEPA has entered into 
and is operating under a contract with Oklahoma Gas & Electric Co. that 
provides for net payments. The “netting” of power and energy accounts and 
bills is common practice in the business. It also would avoid the necessity of 
obtaining an appropriation each year from the Congress for the payment of 
eash wheeling fees. 

“Firming up” means the securing ,either by exchange or direct purchase, of 
power and energy to make good a deficiency so that the resulting supply of 
electricity will be suitable for use by customers. 

To illustrate just how far below co-op requirements the Government power 
and energy really is, I have prepared a diagram which I want to make a part 
of my statement as exhibit A. This shows the power requirements my hours of a 
typical week during the low-water season, and indicates where the kilowatt- 
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hours to meet the customers’ requirements will come from if Carolina C 
firms up” the firm or dependable power allotted to the North Carolina co-ops 
from the John H. Kerr project. 

According to Army engineers, during periods of extreme floods, the power 
plant at Kerr Dam would have to be shut down completely. During lesser floods 
he output would be curtailed. For a portion of the time the outage of a 
generating unit would curtail the output of dependable power. These deficien 
cies will also have to be supplied 

SEPA does not begin to have sufficient kilowatt-hours of energy needed to 
serve the co-ops in eastern North Carolina which are now served by Carolina 
Power & Light Co. The firm or dependable energy proposed to be made 
available by SEPA for those co-ops is only sufficient to carry approximately 
10,000 kilowatts of the co-ops’ load; however, SEPA proposes to carry 30,000 
kilowatts, or more than three times the kilowatts for which it expects to have 
firm energy. As to the deficiency in energy, SEPA proposes that Carolina Power 
& Light Co. sell to it for cash the amount of the deficiency, and SEPA in turn 
will resell to the co-ops which are now purchasing from Carolina. Under such 
proposal, Carolina Power & Light Co. must be responsible for more than three 
times as much energy as is guaranteed by SEPA for the co-ops and, furthermore 
must be responsible for the additional energy required for growth. In view of 
these facts, it is certainly much more logical that the co-ops remain the customers 
of Carolina Power & Light Co. 

As to the purchase by SEPA for cash of electricity for resale, I made my pos 
tion clear in my appearance before this committee on Monday, May 1, 1952, when 
I said: 

“T have examined section 5 of the Flood Control Act of 1944 with great care 
and have read legal interpretations of it. I cannot find a single word in its 
lunguage that gives any authority to SEPA to purchase any power from anyone 
for resale or distribution. The wording expressly confined the power to be dis 
tributed or transmitted to surplus electric power and energy generated at reser 
voir projects. 

“I do not believe that the Southeastern Power Administration has any right 
or authority to buy power, or to act as a power broker. For this reason I do 
not believe that this committee should give SEPA this fund to be used for the 
purpose of purchasing power for resale, even if SEPA should enter into a con 
tract requiring the step. 

* * * * * * ’ 

“Not a single court to my knowledge has ever held that the right is vested in the 
Department of the Interior, or in any of its myriad of subdepartments and ‘ad 
ministrations’ established by Executive order, to purchase power for resale, fot 
‘firming up’ or for any other purpose similar to that for which funds are now 
requested.” 

Since I gave this testimony, the Arkansas Supreme Court has interpreted se« 
tion 5 of the Flood Control Act of 1944 in exactly the same way. I am sure that 
you are fully informed about that decision. 

I cannot find any requirement in the Flood Control Act of 1944 that the elec 
trie companies shall surrender their customers upon the demand of SEPA 
there is no requirement that the so-called preference customers must be direct 
customers of the Government. 

I do not believe that Carolina Co. should give up its longtime co-op customers to 
SEPA, especially as I do not believe they will be as well off as they will be if 
they remain the customers of our company. 

Jarolina Power & Light Co. is serving all of the rural distribution co-ops in its 
territory. Over the years, the company has had fine relations with them, has met 
their power needs in full, has given them good service and to the best of my 
knowledge they have been and are, satisfied customers. Carolina Power & Light 
Co. pioneered in giving low rates to its rural electrie distribution co-op customers 
For the past 7 years they have paid a flat rate of 7% mills per kilowatt-hour de 
livered to the co-ops’ substation. This flat rate was established at the insist 
ence of the co-ops who prefer it to a demand and energy rate such as is now being 
proposed by SEPA. 

SEPA is offering to the co-ops in eastern North Carolina, now being served 
by Carolina Power & Light Co., a portion of their power and energy requirements 
on a 2-part rate of 90 cents per kilowatt per month of demand, plus 4% mills 
per kilowatt-hour for the energy. 

The 2-part rate which SEPA has set up is of the same type that the co-ops 
in the territory of Carolina Power & Light Co. did not want. This proposed 
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rate applied to the co-ops’ present 54 delivery points would result in a higher 
cost for their power at 20 of these delivery points, and the same or less at 
the other 34 delivery points. The net effect to the co-ops in eastern Nort) 
Carolina would be a total saving of less than %o of a mill per kilowatt-hour 
or less than $25,000 per year to all the co-ops combined, or less than an averag 
of $500 per year per delivery point. 

I understand that Mr. Leavy, told you that the co-ops in Virginia which are 
on the same rate, are paying between 6% and 7 mills for the power they were 
receiving from SEPA and saving from 10 to 15 percent on their power costs 
I am not in a position to question the accuracy of this statement but it would 
be far from correct if applied to the co-ops which Carolina Power & Light Co 
serves in eastern North Carolina because of their load factor. The combined 
net saving they would obtain by the SEPA rate would be less than 3 percent 

There are many serious operating objections to the Virginia-type contract 
It is, among other things, complex and very difficult to administer. We gave 
careful study to the situation in order to develop a means of accomplishing 
the results for the co-ops desired by SEPA within the provisions of the law 
as we understand it, and without the operating difficulties of the Virginia contract. 
We prepared two proposals and submitted them to SEPA, attached to a letter 
of transmittal dated December 29, 1952, to Mr. Leavy, which letter and pro 
posals are hereto attached as exhibit B. 

Our proposal No. 1 is an offer to purchase at the rates proposed by SEPA 
one-third of the power and energy from the project with no change in our 
present rate of 7% mills for service to the cooperatives in eastern North 
Carolina. The acceptance of this offer would result in using the power from 
the project in the manner envisioned by the Army engineers when they planned 
the development and made the representations to Congress which resulted in its 
authorization and construction. It is approximately $200,000 per year better 
from the Government standpoint than either the proposed contract submitted 
by SEPA or our proposal No. 2 and is one way the project can approach a 
result by which it might “money out” as required by the Flood Control Act 
of 1944, and as represented to the Congress. Too little attention has been 
given to this important factor. 

Our proposal No. 2 would give the same quantity of power proposed by 
SEPA to the co-ops at precisely the same rate that the company would purchase 
the power from SEPA. Such rate is the same rate offered to the co-ops by 
SEPA. Under it the co-ops would receive all of the benefits offered to them 
by SEPA, without operating difficulties inherent in the SEPA proposal. More- 
over, our proposal No. 2 would return to the Government as much money as 
its net proceeds would be under SEPA’s proposed contract. 

In other words, we have proposed to take the power and energy available 
for the co-ops, at the State line, pay for it there, and sell it to the co-ops at 
identically the same price as that which we pay for it, which is the price 
at which SEPA has proposed to sell it to the co-ops. We would make up 
the difference between what SEPA could supply and what the co-ops actually 
require. All of this is spelled out in the proopsal and is very simple. 

The co-ops, under this proposal, can have no tenable basis for complaint 
since they will receive all Kerr Dam power and energy available to them at 
identically the same rate as that proposed by SEPA. 

SEPA, under this proposal can have no tenable basis for complaint since the 
co-ops will receive all Kerr Dam power and energy available to the co-ops at 
identically the same rate as that which SEPA proposed to sell it. The only 
difference will be that our company will sell electric power direct to the co-ops 
instead of to SEPA for it to resell to the co-ops, and the co-ops will remain 
customers of Carolina Power & Light Co. 

Both of these proposals were refused by letter dated January 22, 1953, which 
letter is attached to this statement and marked for reference as exhibit C. 
We replied to the letter of January 22, 1953, by letter dated February 3, 1953. 
This letter summarizes the offers and what they mean, so well that I want to 
place it in the record as exhibit D. 

Before closing I wish to refer to the substantial sum SEPA has requested 
for planning. The need for additional planning is not apparent, unless it is 
to prepare a plan for a federally owned and operated transmission system along 
the Atlantic seaboard which would be presented at an appropriate time. 

I wish to make it plain that the construction of a high tension transmission 
system along the Atlantic seaboard by the Federal Government would be an 
entirely unnecessary expenditure of taxpayers’ money. The operating utilities 





1527 


INTERIOR DEPARTMENT APPROPRIATIONS, 1954 2 


in the area always have and will in the future provide for the orderly expansion 
of their facilities as the demand for electric service in the territory increases. 
These facilities as they exist today are ample for service to customers and 
for any integration between the powerplants in the area, and I can assure 
you that the additional transmission construction that will be undertaken from 
time to time will take full recognition of integration needs. 

I understand that SEPA is claiming that it could secure 500,000 kilowatts 
of additional salable power by integrating its existing and prospective Govern 
ment hydro plants. 

One of the fallacies of this claim is that it includes plants not yet started 
and for which Congress may never authorize funds. As for the existing plants, 
those in the TVA area are committed in full to TVA, and will be fully inte- 
grated with the Authority’s other power resources. The full capacity of Clark 
Hill, John H. Kerr, Philpott, and Allatoona is now being or can be realized 
through integration with neighboring utilities. 

Powerplants cannot be integrated twice. I believe that any further money 
spent on planning would be wasted. The Kerr project is a good example. The 
Army engineers’ plan of operation of this project provides that at minimum 
reservoir level, the generators will be capable of delivering 159,000 kilowatts 
However, the dependable energy supply is sufficient to permit plant operation 
at this rate for only approximately 1,200 hours per year, or about 23 hours per 
week. This energy supply corresponds to continuous operation at the rate of 
only about 23,000 kilowatts. If Kerr were operated independently, it could 
be used to carry a typical rural electric cooperative load with a peak demand 
of 52,000 kilowatts, at 44 percent load factor; and the Government's revenue 
for capacity would be 90 cents per month for each kilowatt. 

However, it is proposed that the Kerr plant will be firmed up to 159,000 kilo- 
watts by Virginia Electric & Power and Carolina, and the Government would 
receive 90 cents per month per kilowatt for 159,000 kilowatts. Hence, local 
integration of this one project alone provides dependable capacity that is 107,000 
kilowatts greater than would have been available under isolated operation. A 
similar situation would probably exist at each of SEPA’s plants, 

The Kerr project cannot, nor can any other project, be firmed up twice; 
once with the local systems and a second time by constructing a transmission 
grid to interconnect all of SEPA’s projects. The two methods of firming up 
by integration are alternatives. 

I hope, therefore, you will deny the requested appropriation for so-called plan- 
ning as I believe it is unnecessary. 

We are hopeful that our company can now make an agreement in the best 
interest of the co-ops and the public generally in line with the provisions of 
the Flood Control Act of 1944, and which will not be detrimental to our company. 

I thank you for the privilege of appearing before you. 


ExHInit B 


CAROLINA Power & Licnut Co., 
Raleigh, N. C., December 29, 1952 


Mr. CHARLES W. LEAvy, 
Administrator, Southeastern Power Administration, Elberton, Ga. 

Dear Str: On December 18, 1952, representatives of our company met with 
Messrs. Condon, Kelly, Lamb, and Wigglesworth of your organization to discuss 
the disposition of one-third of the output of the John H. Kerr project of the 
Federal Government. Our representatives made two proposals, either of which 
may be accepted by you as a basis of a contract. Your representatives requested 
that we reduce these proposals to writing and submit them to you in the form 
of summaries of basie principles rather than in the form of drafts of detailed 
contracts. 

The company recognizes that the dependable capacity of the project (171,000 
kilowatts) claimed by SEPA will not be available in full for an average of more 
than 3% hours per day during low-water periods. Also, the full dependable 
capacity will not be available when the reservoir is drawn down, and a generat- 
ing unit is under repair. 

The company recognizes further that the operation of the John H. Kerr project 
will be subject to rules and regulations of the Army engineers for flood control, 
sanitation, fish conservation, and minimum flows below the John H. Kerr Dam. 
From its studies the company believes that the amount of dependable capacity 
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claimed by SEPA probably can be realized by appropriate adjustments in th: 
plan of reservoir regulation. The company would expect SEPA at all times 
to so operate the project as to obtain the amount of dependable capacity repr« 
sented by it to be available to the company together with the maxilum amoun 
of dependable energy consistent with such dependable capacity. 

Obviously, the power and energy from the John H. Kerr project cannot by 
used as it stands by customers such as the co-ops. They cannot use off-and-o: 
power. They require power that is available to them every hour of every day. 

The company believes proposal No. 1 to be the most desirable from the na 
tional viewpoint, the most practical to administer, and the proposal would 
insure the most effective and widespre:'d use of the power and energy. 

Proposal No, 2 makes available to the cooperatives the amount of power and 
energy proposed by you and at the sayne rates of charge therefor as proposed 
by you; and also the transmission charges will be at the same rates as outlined 
in your proposal. Our proposal No. 2 also incorporates the essential principles 
of your proposed contract dated August 27, 1952, submitted by you, except that 
the company does not turn its customers over to you and does not agree to sel 
to you electric energy for resale. 

We submit these proposals for your consideration. 

Very truly your, 


H. B. Ropinson, Vice President 


Proposat No. 1 ror CONTRACT BETWEEN SOUTHEASTERN POWER ADMINISTRATION 
AND CAROLINA Power & Lieut Co. 


BASIS 


This proposal contemplates the purchase by Carolina Power & Light Co., of 


one-third of the capacity and energy to be realized from the John H. Kerr hydro 
electric project of the Federal Government, which capacity and energy will be 
utilized to the full extent of its value for the benefit of all the customers of the 
company. This capacity and energy is to be delivered to the company at the 
Virginia-North Carolina State line over the existing interstate transmission line 
extending from the John H. Kerr project to Henderson, N. C. 

The contract is to be for a period of 10 years. 


WHAT CAROLINA POWER & LIGHT CO. WILL DO 


The company will take and pay for: 

(a) One-third (57,000 kilowatts) of the dependable capacity at 90 cents per 
kilowatt per month. 

(0) One-third of the dependable energy and one-third of the secondary energy 
at 4.5 mills per kilowatt-hour. 

(c) One-third of the nondependable capacity delivered as guaranteed at the 
rate of 144 cents per kilowatt for each day of the guaranteed period. 

(d) One-third of the available dump energy when, in the opinion of the com 
pany— 

1. It is physically practical to utilize such dump energy and the price at which 
‘he dump energy is offered is such that the company can cut back on the opera 
tion of its steam-electric stations to advantage, or 

2. The dump energy can be disposed of to neighboring utilities to advantage 


WHAT SEPA WILL DO 


SEPA, at all times, will cause the project to be operated so as to deliver to the 
company : 

(a) The dependable capacity to which it is entitled (57,000 kilowatts). 

(vb) The maximum amount of dependable energy consistent with such de 
pendable capacity. 

SEPA will make every effort to schedule the outages of units for maintenance 
and overhaul at times mutually agreeable. 

SEPA will advise the company, not less than 1 week before the beginning of 
each calendar month, the amount of secondary energy that will be available from 
the project during such calendar month. 

SEPA, from time to time, will advise the company as to the nondependable 
capacity that SEPA will guarantee to be available from the project for a period 
of 30 consecutive days or more. 
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DEFINITIONS 


The total dependable capacity of the project is to be the kilowatts that can be 
generated with all units operating when the reservoir elevation is at a minimum 
rhis total dependable capacity is represented by SEPA to be 171,000 kilowatts 

Nondependable capacity is to be the number of kilowatts which may be made 
available from time to time due to higher reservoir levels and which is guaranteed 
by SEPA to be available on call for periods of not less than 30 consecutive 
days. 

Dependable energy is to be the number of kilowatt-hours available at all times 
during minimum water conditions by making the most effective use of the avail 
able storage for the dependabie power 

Secondary energy is to be the kilowatt-heurs in addition to the dependable 
energy Which can be generated during the sixty peak hours of each week 

Dump energy is to be the kilowatt-hours which can be generated from time to 
time during the other hours of the week 


H. B. Roninson, Vice President 


PROPOSAL No, 2 FoR CONTRACT BETWEEN SOUTHEASTERN POWER ADMIN 
AND CAROLINA Power & LiacuTt Co 


BASIS 


This proposal is based upon the utilization by the customers of Carolina 
Power & Light Co., of one-third of the capacity and energy to be realized from 
the John H. Kerr hydroelectric project of the Federal Government, 30,000 kilo 
watts of which capacity with energy will be sold to co-ops at the same price at 
which the Southeastern Power Administration sells to the company This 
capacity and energy is to be delivered to the company at the Virginia-North 
Carolina State line over the existing interstate transmission line extending from 
the John H. Kerr project to Henderson, N. C 

The contract is to be for a period of 10 years. 


WHAT CAROLINA POWER & LIGHT WILL DO 


The company will take and pay for 

(a) One-third (57,000 kilowatts) of the dependable capacity at 90 cents per 
kilowatt per month. 

(b) One-third of the dependable energy and one-third of the secondary energy 
at 4.5 mills per kilowatt-hour 

(c) One-third of the nondependable capacity delivered as guaranteed at the 
rate of 14% cents per kilowatt for each day of the guaranteed period 

(d) One-third of the available dump energy, when in the opinion of the com 
pany : 

1. It is physically practical to utilize such dump energy and the price at whie 
the dump energy is offered is such that the company can cut back on the opera 
tion of its steam electric stations to advantage, or 

2. The dump energy can be disposed of to neighboring utilities to advantage 

The company will sell each month up to 30,000 kilowatts of firm capacity and 
energy at the customer’s load factor, to the rural electric co-ops situated on its 
transmission system in eastern North Carolina 

The company will distribute this firm power and energy among the various 
co-ops in proportion to their maximum loads at the time this agreement takes 
effect. The company will charge the co-ops the same rates which SEPA ch: 
the company for dependable power and energy at the SEPA delivery | 
the Virginia-North Carolina State line. 

The company will sell each month to these rural electric co-ops all of 
additional power requirements at the load factor of each co-op at the con 
applicable rate. 

WHAT SEPA WILL DO 


SEPA, at all times, will cause the project to be operated so as to deliver 
the company : 

(a) The dependable capacity to which it is entitled (57,000 kilowatts) 

(b) The maximum amount of dependable energy consistent with such depend 
able capacity. 
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SEPA will make every effort to schedule the outages of units for maintenance 
and overhaul at times mutually agreeable. 

SEPA will advise the company not less than 1 week before the beginning of 
each calendar month, the amount of secondary energy that will be available 
from the project during sueh calendar month. 

SEPA, from time to time, will advise the company as to the nondependable 
capacity that SEPA will guarantee to be available from the project for a period 
of 30 consecutive days or more. 

In respect to the capacity and energy sold by the company to the rursl electric 
co-ops at the SEPA rate, SEPA will, for billing purposes each month, deduct 
the actual capacity and energy losses on such deliveries to the co-ops from the 
deliveries of dependable capacity and dependable and secondary energy to the 
company. 

SEPA will give to the company a credit on each monthly bill for transmission 
fees on all energy furnished to the co-ops with the aforesaid 30,000 kilowatts of 
firm capacity at co-op’s load factor, which credit shall be computed as follows 

(a) 1 mill per kilowatt-hour when the co-op delivery point is 100 miles or less 
from the point of delivery by SEPA to Carolina on the Virginia-North Carolina 
State line, 

(b) 1%4 mills per kilowatt-hour when the co-op delivery point is more than 100 
miles but not more than 150 miles from said SEPA point of delivery. 

(c) 2% mills per kilowatt-hour when the co-op delivery point is more than 150 
miles but not more than 185 miles from said SEPA point of delivery. 


DEFINITIONS 


The total dependable capacity of the project is to be the kilowatts that can be 
generated with all units operating when the reservior elevation is at a minimum. 
This total dependable capacity is represented by SEPA to be 171,000 kilowatts. 

Nondependable capacity is to be the number of kilowatts which may be made 
available from time to time due to higher reservoir levels and which is guaran- 
teed by SEPA to be available on call for periods of not less than 30 consecutive 
days. 

Dependable energy is to be the number of kilowatt-hours available at all 
times during minimum water conditions by making the most effective use of 
the available storage for the dependable power. 

Secondary energy is to be the kilowatt-hours in addition to the dependable 
energy which can be generated during the 60 peak hours of each week. 

Dump energy is to be the kilowatt-hours which can be generated from time to 
time during the other hours of the week. 

H. B. Rogstnson, Vice President 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
SOUTHEASTERN POWER ADMINISTRATION, 


Elberton, Ga., January 22, 195 
Mr. H. B. Rosrnson, 


Vice President, Carolina Power and Light Co., 
Raleigh, N.C. 

Dear Mr. Ropinson: This will respond to your letter of December 29 forward 
ing summaries of the two proposals for the disposal of Kerr project which you 
made at the December 18 meeting between representatives of your company and 
Southeastern. 

Both of your proposals have for their fundamental premise that all Kerr 
project power awaiting disposal in North Carolina shall be sold to your com- 
pany. Essentially, they constitute but a repetition of your company’s earlier 
proposals which were rejected by Southeastern because of their incompatibility 
with law. As we have informed you on several previous occasions, such pro- 
posals are not acceptable under section 5 of the Flood Control Act of 1944. Not 
only do your proposals contemplate that we shall contract away the right of 
publie bodies and cooperatives to purchase power from the Government if they 
so desire, but your proposals also provide that there shall be awarded to your 
company that very preference in the sale of power which is by law given only 
to public bodies and cooperatives. 

It is particularly disappointing that you should elect once again to make pro 
posals of known unacceptability at this juncture in our negotiations. The con 
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tract proposal which was tendered to your company by Southeastern on Septem 
ber 4, 1952, was patterned after the wheeling, firming and sale of power contract 
which had just been executed with the Virginia Electric & Power Co. for disposal 
of two-thirds of the Kerr project output. The possible willingness to wheel power 
which your company had indicated both to the Congress and to Southeastern, 
and the conferences which occurred between us following Southeastern’s contract 
proposal, gave promise that there might be concluded with your company proper 
arrangements for disposal of the remaining one-third of the project's output. 
A relatively short interval now remains for our negotiations, since, as you know, 
a portion of the final one-third of ultimate capacity will be installed at the 
project by April 1, 1953. 

We are hopeful that arrangements similar to those now in operation with the 
Virginia Electric & Power Co. can be made with your company. While we 
recognize that your company’s economic and engineering circumstances may 
differ from those of the Virginia Electric & Power Co. and are willing to negotiate 
appropriate contractual provision for such differences, the fundamental concept 
of the VEPCO arrangement that there shall be no abridgement of the rights of 
preferred agencies to purchase power from the Government must form the basis 
of our agreement with you. 

In view of the nature of your latest proposals, the limited time available for 
disposal of the project’s entire output necessitates that we now be informed as 
to whether or not your company is willing to transmit power to preferred 
agencies for the account of the Government. It is essential that Southeastern 
have your definite resolution of this matter without delay. 

Sincerely yours, 
CHas. W. Leavy, Administrator 


ExHtsit D 


CAROLINA Power & LicuTr Co 
Raleigh, N. C., February 8, 19538 
Mr. CHARLES W. LEAVY, 
Administrator, Southeastern Power Administration, 
Elberton, Ga. 

Dear Mr. Leavy: This will respond to your letter of January 22, 1953, refusing 
to accept either of the two proposals for the marketing of electric power from 
the John H. Kerr project which we made at the December 18, 1952, meeting 
between representatives of the Carolina Power & Light Co. and Southeastern 
Power Administration and confirmed in writing by our letter to you of December 
29, 1952. 

Both of our offers were carefully prepared. We believe them to be in the 
public interest. Operations under them would be practical and simple. Evi- 
dently you are in accord on these points, for in your letter you make no adverse 
comment on the provisions of the offers nor the practicability and fairness of the 
operations outlined, but you state that our proposals are incompatible with law, 
and with the views of the Interior Department. We wish to state most em- 
phatically that our proposals are not incompatible with law nor with section 
5 of the Flood Control Act of 1944 as passed by the Congress, although we realize 
that they are not in line with Mr. Chapman’s and your stated aims and ideologies, 

Your interpretation of section 5 of the Flood Control Act, to the effect that 
this section prevents you from accepting either of our offers, is both arbitrary 
and untenable. There is no wording in the act that would prevent either of the 
proposals we made being put in effect by an appropriate contract. Further, 
there is nothing in the law that directs or even authorizes the Department to 
purchase power for resale and go into the power brokerage business in com- 
petition with a privately owned business. 

There is no requirement that compels us to surrender our customers of many 
years’ standing to the Government, and there is no requirement that the rural 
cooperatives must he the direct or controlled customers of the Government in 
order to get Government power. While it is true that in some cases Interior, 
through its agencies, is serving cooperatives as direct customers: nevertheless, 
it is common practice for Interior to sell power and energy to electric com- 
panies. These utilities, in turn, integrate the Government power with their own 
resources (just as Carolina Co. proposes to do with power from the John H. Kerr 
project) and sell the resulting power to rural electric cooperatives. 
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Our proposal No. 1 is an offer to purchase one-third of the power and ener 
from the project with no change in our present rate of 7.5 mills for service to 
the cooperatives. This proposal is approximately $200,000 per year better fro 
the Government’s standpoint than either the proposed contract submitted by 
your organization or our proposal No. 2. The low flat rate of 7.5 mills is 
especially advantageous to the smaller cooperatives having low load factors, wh« 
under your proposed contract, would pay more than 7.5 mills 

Our proposal No. 2 incorporates the essential features of the contract proposal 
submitted by your organization with two exceptions, which exceptions were that 
we did not agree to turn over to you customers now having contracts with us 
and did not agree to sell to you energy for resale. This proposal makes avail 
able to the electric cooperatives in eastern North Carolina exactly the same 
rate from us that you offered them. This proposal also would return to the 
Government as much money as it would receive under your proposed contract 

We cannot understand why, if the cooperatives receive from us all of the 
benefits you offered, you are so insistent on having them as your customers. It 
is much more logical for the cooperatives to remain the customers of the com 
pany in view of the fact that all the electricity you have available for eastern 
North Carolina will not even take care of the present requirements of the co 
operatives we are serving in eastern Carolina, to say nothing of their future 
requirements; and, further, when the entire amount of the firm kilowatt-hours 
allocated to North Carolina from the project is far less than one-half of the 
energy used by the cooperatives in eastern North Carolina during the year 1952 

The firm kilowtt-hours which you will have allotted to all of North Carolina 
are only sufficient to serve approximately 17,000 kilowatts of cooperative load at 
their present average load factor. Our proposal No. 2 would allow such co 
operatives to receive at your rates 30,000 kilowatts, almost double the amount 
of firm power and energy you have allotted to North Carolina from the project 
At the same time we would pay you for an additional amount of approximately 
25,000 kilowatts, payment for which would go toward helping this project 
money out. 

In respect to your comments about the shortness of time remaining before all 
units go into service, our company is ready and willing to carry out any offers 
we made to the committees of Congress in our appearances before them, and in 
our letters to the Southeastern Power Administration. We urge you to further 
consider the two proposals which we have made you. They could be put into 
effect promptly. They are advantageous to all concerned, and are practical from 
the operating standpoint. 

We are enclosing copies of proposals No. 1 and No. 2 for your convenience 

Yours very truly, 
H. B. Ropinson, Vice President 


FACILITIES AND PROGRAM OF CAROLINA POWER AND LIGHT CO. 


Mr. Surron. IT have had the pleasure of appearing before you 
before so I will not try to qualify myself except to say I am the 
president of the Carolina Power & Light Co. 

Our company now serves a larger section of the two States, since 
I was before you last we have acquired the Tidewater Power Co., a 
company that was in quite bad repute, and I might say since then we 
have spent several millions of dollars in that territory. 

We have a program to spend $40 million in the next 3 years. 

Senator Evtenper. You mean in that territory ? 

Mr. Surron. In that territory. We have a big steam plant going 
in down at Wilmington, which is a seaport town. 

Senator Haypen. What fuel do you use? 

Mr. Surron. We are going to use coal, although Wilmington being 
a port, the plant is designed so we can change over to oil, which we 
could get in by barges, if the cost permits. 

We made a million dollar reduction in rates and last month we made 
a further reduction of $200,000 for certain customers in that area. 
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Senator ELLenper. You mean from what they were previously 
paying ¢ 

Mr. Surron. Yes. 

Senator ELuenper. The rate was high. 

Mr. Sutron. It was. We cut the rate to co-ops which averaged 
around 12 to 15 mills toa present rate of 714 mills 

Senator ELLenper. That is to the consumer ? 

Mr. Sutron. That is to the REA. Of course, they add to it and 
distribute it. ’ 

Senator Eittenper. Do you have many farmers in that tidewater 
area ¢ 

Mr. Sutrron. Yes. 

Senator Ex.renper. That you serve through the facilities that you 
took over? ; 

Mr. Sutrron. Yes. 


POWER RATES 


Senator Extenper. What is the amount they pay compared to 
REA? 

Mr. Surron. I think most of them will pay less under our rates 
than under the rates in the REA. There may be some minor ex 
ceptions, but I would say 99 percent of them would pay substantially 
less under our rates than under their former rates. 

Senator E.tenper. That is very encouraging. 

Mr. SUTTON. We have low rates and we are one of the few power 
companies that has not asked and received an increase in rates. The 
only thing that we have added was an adjustment clause or fuel clause 
for large customers. Most companies had that. 

Carolina back in the old days used to be largely a hydro company, 
but, recently, we have been installing steam plants and now the large 
majority of our power is generated by steam because the system has 
grown. 


COST OF COAL 


Senator Haypen. The coal people have been complaining very 
bitterly about importation of oil from Venezuela and elsewhere and 
I assume coal prices are down. I refer to fuel oil. You do not pay 
as much as you did for your coal, as I understand. 

Mr. Surron. They are beginning to climb up again. I think coal 
right now is almost as high as it has ever been. Mr. Robertson, our 
vice president in charge of production and operation of our plants, 
has just told me that coal is down about 40 cents. It has gone dow) 
about 40 cents in the last 8 months. 

Senator Ettenpver. Have you any hydroelectric facilities ¢ 

Mr. Surron. Yes. 

Senator ELtenper. Have you sufficient water to run the entire year? 

Mr. Surron. The plants in our section of the country are almost 
what you might call run-of-the river plants. We have some storage 
reservoirs, but there is not a great deal and we always experience pe 
riods of what we call low water when the plants only turn out a small] 
amount of what they do during, you might say, the normal period 

Senator EL_tenper. Then it is not as costly as though put up by 
the Government where they build a big retention wall to create reset 
voirs to hold the water back fora long pet iod 2 
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Mr. Surron. That is correct. although IT think with respect to th 
plants that the Government built in the East they do not have much 
more storage than we have. Of course, they have a height that they 
have put on their dams for flood control, but they do not usually stor 
water in that. 


DIFFERENTIAL IN COST OF POWER PRODUCTION 


Senator Evienper. What is the difference in the cost to you of 
Pos ing power by water in contrast to steam ? 

Mr. That is difficult because of the type of plant and th 
kind - ra For the last 10 years, I will say nore of the private 
power companies in our part of the country have built hydroplants. 
They have found it more economical and feasible to put in steam 
Plants. We have some hydroplants which are also useful for peak 
ing purposes, For example. at Goldsboro. N. C. we have a plant of 
about 150.000 horsepower which cost something close to $20 million. 
and we are able to get out of that plant about 1 billion kilowatt-hours 
of firm power per year. 

We have a little larger plant at Lumberton, N. C. Both of these 
are new plants. We are able to get about a billion and a quarter 
from this plant. 


POWER PRODUCTION AT BUGGS ISLAND, VA. 


Take the Kerr aan the one at Buegs Island, Va. According to 
the Armv engineers, in a dry year they will only get about 200 millior 
kilowatt-hours of nee power and during an average year 410 million 
of firm nower. so you see these steam plants costing only a fraction 
of the Kerr Dam plant may generate 3, 4, or 5 times as much firm 
power as this Kerr hvdroplant. 

Senator Ertenper. What prompted the question was that we had 
a case cited to us last night. the Bull Shoals Dam on the White River 
If they charged sufficient rates to cover the amortization, that cost 
of allocated nower,. the rates would be so high, and T am wondering 
if the same thing prevails in vour section. 

Mr. Surron. T think it would. 

Senator Etrenver. IT was always under the impression that these 
facilities would pay out and judging from what we were told yesterday 
thev will not. 

Mr. Surron. I think the country has been pretty well sold on the 
myth of cheap hydropower by the Government. 

Senator Erzenper. Anyhow. we are going to have those figures, 
furnished to us vesterday, analyzed. 

Mr. Svurron. Hydro conditions up in the Northwest are very 
different. 

Senator Exrienper. Yes. T am talking about those in vour area, 
that is. the Southeast and Southern nart of the country. 

Senator Haypren. There is a vast difference of course between the 
estimates of cost that were made along in the 1930’s and before the 
Second World War and the cost now. The mistake we made in a 
number of instances in my judgment is that we did not build those 
dams before the war instead of afterward 
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I know an instance in my own State where the Davis Dam was con 
tracted for $55 million. The contractor just moved in. Then we 
got in war and decided not to build the dam. Actually, it could have 
been built without interfering with the war. Its ultimate cost has 
been about $111 million because everything is so much higher. 

Senator Exuenper. I think that our whole program, Senator Hay 
den, ought to be restudied in the light of present day conditions. 

Senator Haypen. Lagree with you. Proceed, sir. 


FARM CUSTOMERS 


Mr. Sutron. One other item I wanted to mention is that of our 
340.000 customers approximately one third are farmers. QOurs are 
rural States, farming States predominantly, although we have a large 
amount of industry, and it is balanced quite well. 

Senator ELLENpDER. Those are direct consumers / 

Mr. Sutron. That is right. | did not include the REA at all in 
that. We paid last year about $11 million in taxes and if you spread 
that out over our general sales, that is, sales that we make to ultimate 
customers, it is about 4 mills per kilowatt hour, just the tax, so when 
you compare our rates with the tax-free rates you will see the handicap 
we have with the 4 mills. 


AMOUNT REQUESTED 


To refer to the request, I understand SEPA is not askin gy at this time 
for construction funds to build transmission lines in the territory we 
serve. However, it is requesting substantial sums for planning, pre 
limins iry construction, and for oper: ition and maintenance. 

Of this, $1,250,000 is for cash payments for purchased energy for 
resale and wheeling fees. I believe that such an ap propriation is 
unnecessary. I cannot understand the need for additional planning, 
unless it is to further the plan of SEPA for a federally owned and 
operated transmission system. 

The construction of a high tension transmission system along the 
Atlantic seaboard by the Federal Gove ‘mment would be an entirely 
unnecessary expenditure of taxpayers’ money to duplicate the adequate 
facilities already i in existence. 

Furthermore, the operating utilities in the area are continually 
making plans for the orderly expansion of these facilities as the 
demand for electric service and integration requirements increase. 
These additional facilities will be financed and constructed by the 
companies and not by the taxpayers. Taxes will be paid on them at 
the Federal, State, and local levels 


FALLACY OF SEPA ARGUMENT 


In the initial stages of SEPA, their represent: itives ap peared before 
this and other committees of Congress and requested appropriati 
on the grounds that facilities available in the area were inadequate. 
This approach has been abandoned as the fallacy of such argument 
was shown and now the new approach seems to be that of necessity for 
integration. ' 
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We are unable to understand what benefits SEPA expects to obta 
by integrating the John H. Kerr project, since SEPA’s existing co1 
tract with Vepco for two-thirds of its output together with their pro 
posed contract with Carolina Power & Light Co. for the remainde 
would dispose of the entire output of the project. 

With the entire output disposed of, there is nothing to integrat: 
If they are integrating with us and with the company and we ar 
using it all, they cannot integrate it a second time by tying it up wit! 
this other program. 

Senator Etitenper. Is SEPA engaged in leasing facilities of 
of the REA cooperatives in that area ? 

Mr. Sutron. No. 

Senator ELLENpeER. It is unlike SPA ? 

Mr. Surron. There was something similar proposed in Virginia 
with the Old Dominion Coop also in eastern North Carolina, but in 
neither case did they proceed with the plant or the lines. 

Senator ELienper. I think the House allowed them $819,000 fo: 
that purpose. Did you appear before the House? 

Mr. SUTTON. Yes. 

Senator ELtenprerR. You opposed it there? 


FUNDS TO PURCHASE POWER FROM VEPCO 


Mr. Surron. Oh, no. That $819,000 that I think you refer to is 
money appropriated for them to buy power from Virginia Electric & 
Power Co. 

Senator Haypen. Yes. 

Mr. Surron. I think I will refer to our situation right now. 

Sen: itor Evitenper. You are not opposing that? 

Mr. Surron. No, although I did comment, and the Virginia repre 
senkgiive was present and agreed, saying that he did not see any 
need for handling the sales to SEPA that way because the power 
that Virginia purchases from Kerr Dam is much greater than this 
$819,000 and they could do as SEPA had done in the Oklahoma con 
tract and other contracts, just render the power bill to the company 
for the net amount. 


EXCERPT FROM TITOUSE REPORT 


Senator Haypen. The House report reads: 


Operation and maintenance, Southeastern Power Administration: An appro 
priation of $1,740,000 was requested for this function. The committee has a 
lowed $1,060,000, a reduction of $680,000. Of the amount allowed, $819,000 is 
for the purchase of energy and the payment of wheeling charges which will 
he required under the recently executed contract with the Virginia Electri: 
Power Co. Of the remaining amount, $70,000 is for the operation and mainte 
nance of the Administration’s power facilities, $100,000 is for the marketing 
of power, and $71,000 is for general administration. 


Mr. Surron. They cut out the $400,000 that SEPA had put in to 
pay us for wheeling fees and for purchase of power. 

Senator Eiytenper. And that is what you opposed before the House / 

Mr. Surron. Yes. 

Senator ELtenper. Why do you say that is not necessary 4 

Mr. Surron. We have ‘taken the position, and the other utilities 
in the Southeast have taken a similar position, that Virginia should 
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ot have done what they did, and Virginia was criticized by certain 
members of the House committee for entering into such an agreement. 

Virginia’s answer was, “If we could have known you were not 
going to give them money for transmission lines in our State, we 
never would have done it.” 


CONFERENCES WITH SEPA 


After Virginia entered into this contract, SEPA sent us a contract 
quite similar and we had conferences with them and agreed to all 
essential points except two. One is we took the position that under 
section 5 of the Flood Control Act, SEPA was not authorized to go 

nto the power brokerage business and buy power and resell it and 
vo into competition with the private power companies. 

Next, there was nothing in the act that would require us to give 
up our customers or require the co-ops to become customers of SEPA 
n order to get these SEPA rates. ‘Those are the only two main 
pomts that we have differed on. 

Senator Extenper. From whom would they buy power other than 
you there? Would they buy it from the REA ? 

Mr. Surron. No; they could not buy it, but we do not see why 
SEPA would have to buy power. I think, under the act, SEPA is 
only authorized to sell surplus power at the dam. 

Senator ELLenper. I understand that, but where else would they 
buy power in your area ? : 

Mr. Surron. I do not imagine they could buy it from anyone els« 
except the power compan les in the area, 

Senator ELLENpER. So there is none available there for them ex 
what they have at the dam and what you produce? 

Mr. Surron. That is correct. 

Senator ELuenper. That is a little different from wh: 
mony was in regard to Southwest power. 

Mr. Surron. That. is right. Il understand that they worked out 
another arrangement. 

Senator Haypen. I take it your attitude is similar to that of the 
Georgia Power Co., that it is your belief that you can confer on the co 
open itives all the benfit s of the low price by buying the power at the 
bus bar and then by a contractual arrangement see that they get this 
reduced rate ? 

Mr. Sutrron. That is correct, Senator. Iam glad you brought that 
out. because in our proposal—we went back the second time after we 
had negotiated with them—the REA co-ops get exactly the same rate. 
The Government gets just the same amount of money. The only dif 
ference is that we sell the power, that is needed direct to the co- ops. 


KERR PLANT LOAD FACTOR OPERATIONS 


Kerr Plant has very poor load factor operations, and we will sell i 
to co-ops and SEPA pays us a wheeling fee that has been agreed on. 
There 1s apparently no question on that point of wheeling fee. 

If I may say this, in our negotiations the reason we have not gotten 
together is not a question of our trading to get cheap power or to make 
money. We have no desire to make money out of this. We have said 
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we would transmit the power at cost and we will sell the power at a 
fair rate. 

What we are doing is fighting to save our business and fighting to 
keep from starting these practices that we believe are leading to creep 
ing socialism or the nationalization of the power business. 

They propose to take our customers over, buy power from us, and go 
into competition with us. We think that is just the beginning of the 
end of our private-enterprise system. 

Senator Haypen. What is the wheeling rate? 

Mr. Surron. It is the same as has been agreed on and it is 1 mill 
per kilowatt-hour for the first 75 miles and 1 mill for each additional 
50 miles. 

Sen eae Haypen. Is that exactly the same as the Virginia contract ? 

Mr. Surron. It is exactly the same. We are willing to accept the 
Virginia contract except for the two points mentioned. We sell 
our power to our customers, and we keep the customers, and I repeat, 
it is not because we are trying to make money out of it; it is just 
that we are trying to save our business. 


STOCKHOLDER OWNERSHIP 


I might say that our company is owned by 30,000 stockholders. 
We have no big stockholders. We have 1 stockholder that has as 
much as 2 percent—that is an investment trust—and no one else has 
as much as 1 percent. There are something like 12,000 people in North 
Carolina that have about $40 million in our stock. 

Every district in our State has a number of stockholders. It is 
a local company and I think our representatives in the Senate are 


back of us. You remember last year that Senator Hoey appeared 
before your committee. 

The feeling in our section is predominantly for private enterprise. 
They need the taxes and they feel we have done a good job. We are 
frequently having newspaper editorials complimentary to us and I 
think our public relations are excellent. 

To repeat, we want to do just as much for the co-ops, and pay 
the Government as much, but we want to live. There are letters 
and different statements here. 

There is one other point I would like to mention. When they talk 
of our turning the customers over to them, there is an exhibit A, 
the one chart we have in there. That will show that for the depend- 
able power from this Kerr Dam, the part they are going to furnish 
us, during a dry year, they will only have 1,200 hours a year and 
this chart shows by hours each day in the week the amount of elec- 
tricity available from the Kerr project proposed by SEPA under 
minimum water conditions. 

It shows the relatively small amount of power that the Government 
has at its Kerr Dam, and the black-cross hatch is what we would 
have tosupply. In other words, we would have to supply during a dry 
year three-fourths of the power and during an average year, wae 
would be half of the time, we would supply just about. half of i 

When we are supplying from a half to more and we are Avinis it 
to them at the same rate, why should we turn that customer over to 
the SEPA? They do not have the power. There is very little firm 
power at the Kerr Dam plant. 
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Senator Haypen. What is the difference under the arrangement you 
propose between the price to be paid for the power that the co-ops 
obtain from the Kerr Dam and the power that you would furnish 
them? 


RATE CHARGES 


Mr. Surron. We have agreed in this proposal to exactly the same 
rate. In other words, we will get the power, this certain amount of 
power, from the Kerr Dam. They will sell it to us at 90 cents per 
kilowatt per month plus 4% mills and then allow us the losses which 
we willagree on. We will furnish the additional power that is needed 
and take the power that we buy from the Government there and 
sell it to the co-ops at exactly the same rate, and SEPA will pay us 
a Wheeling charge on the power that we deliver, 

Senator Haypen. Then the price that you charge for the powel 
that you furnish directly to them would be the same price as the 
Government power including the wheeling charge ? 

Mr. Surron. SEPA would pay the wheeling charge. 

Senator Haypen. They have to get the money out of the co-op. 
That is what I mean. 

Mr. Surron. Oh, yes. On their proposal, they pay us that same 
wheeling charge, but we sell the power to SEPA and then deliver ii 
to whom they say, to their customers, so the dollars or the net cost 
that it costs the Government is the same under their proposal 
under ours. 

Senator Haypen. And the way you have the contract that would 
amount to how much on the average per co-op year? 

Mr. Sutton. I have a statement in here which I will read. The 
two-part rate which SEPA has set up is of a type that the co-ops 
in our territory did not want. We offered them a rate of that kind, 
but they wanted a flat rate of 714 mills—of course they would like 
to have had it lower—and as I remember they indicated they could 
not understand the two-part rate, and they wanted a flat charge per 
kilowatt-hour. At the time we advised them under such a rate the 
small co-op with a poor load factor would get a lower rate than 
they deserve while the larger co-op with a better load factor would 
pay more. That did not worry them. They said they wanted the 
714 mills, and we have had that rate in for some 7 or 8 years. 


SAVINGS TO CO-OPS 


This new rate, according to the calculations we made for the last 
12 months, would save all of our eastern North Carolina co-ops $25,000 
a year or $500 per delivery point. There are 54 delivery points. At 
20 of those delivery points, this rate of SEPA’s would be higher than 
what we are charging. On 34 it would be lower. The rates that 
we would pay at the present load factor would average from 8.4 
down to about 6.7, while now they are getting it all at 714 mills, so 
they would only save this $25,000 in the aggregate on last year’s con 
sumption. Five years from now when the load is double, that amount 
will be larger. 

However, the Government has no power on that river, so the power 
company would have to supply them or someone else that additional 
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requirement. There is only a small amount of power involved. It 
is not enough to take care of the co-ops in that eastern district. It is 
quite small. 

Senator E.tenper. The amount that you purchase 
ment is much smaller that you would in turn deliver to them ? 

Mr. Surron. Yes. While you were out, I referred to that chart 
that shows what a small amount that is. 
have about half. During a dry year, 
a fourth. 

Senator Ettenper. In a case like that, where 
to pay the difference, from the co-ops ¢ 

Mr. Surron, If they accept our proposition, the co ops would get 
exactly the same rate, this saving of $25,000, 

Senator ELLtenper. I understand 

Mr. SUTTON, We would probably hot get reimbursed for that 
729,000. Well, we would lose that much. 


from the Gov ern 


Under a normal year, they 
the Government only has about 


is the money obtained 


SELECTION OF CO-OPS RECT IVING POWER 


Sel ator Haypen. If the Government 


has a certain quantity of 
power to sel] and only 


so much, it must select what t 
There is not enough to £0 around. Would you, in your 
select the same co-ops? 

Mr. Surron We think this is up to the Government to select them. 
We would rather have it that way. Of course, if they left it to 
would see which ones wanted if and 

Senator Hayn N. Senator 
inaking a misstatement. but 


ile CO Ops ret, 


arrangement, 


is We 
reach some decision. 

Ellender, you can correct me if J 
as I understand the witness, the 
buying the power from his Government and 


am 
c0-op 
also the selling power of 
® mill rate of the Government power 
any additional power to that that they 


the Government will get this 71 
and also the 714 mill rate on 
buy. 

Mr. Surron. No, this isa little different. 


the 714 mill rate; but if this Government power is less they will get 


They could continue to get 
it at the Government rate. 
Senator ELttenper. The average though 
Mr. Surron. The average will be, ] 
that. 

Senator ELLENpER, $25,000? 

Mr. Surron. $25,000. wo-tenths of a mill. 

Senator Haypen. This one we had elsewhere. Southwest, indicated 
that for the additional power hcquired from private utilities. they 
would pay more, so it seems to me it would be a f 

Mr. Surron. It is a fair proposition and we are willing to do it for 
these co-ops because they are sort of the fair-haired boys in our section, 
and it isa small amount and we can afford to do that. 

We have made this 714 mill special rate special to them. 

Senator Haypen. There has been another distinction raised be 
tween the low rate that should be allowed to the co-o 
rate which the private utilities would 
you serve any municipalities ? 
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RATE TO MUNICIPALITIES 


Mr. Surron. Yes, and our rate on municipalities is higher than our 
rate to co-ops. Our rate to the municipalities is a demand plus rate, 
as are all our industrial rates, the same as the Government rates. 
Practically the only flat rate we have is this special rate that we 
made to the co-ops. 

Senator ExLenper. What about the municipalities? How much 
do you charge them / 

Mr. Surron. It will depend on the size customer. I think the lowest 
is close to eight mills and the smaller municipalities will run up near 
a cent. 

Senator ELtenper. Why that difference ? 

Mr. Surron. Because we put in a special subsidized rate for the 
co-ops. In other words, it is lower than any of our other rates. 

Senator ELLENDER. Why do you do that / 

Mr. Surron. Becuse we felt it was feasible and wise to do so, good 
for public relations. 

Senator Eitenper. Perfectly wise to do so? 


SPECIAL RATE FOR CO-OPS 


Mr. Surron. Yes. I might go further and say that in South Caro- 
lina, the legislature was « -onsidering passing an act to have the com- 
mission make a special rate for the co-ops and as soon as we saw the 
feeling in the legislature and what might be done we went up and 
discussed with them what they wanted. 

Then, we had a little difficulty getting our North Carolina commis- 
sion to agree to that, but they fin: lly did after 4 or 5 months. 

If I may be permitted to make a statement, if Virginia had done 
that back in the years we did, I do not think they would have had as 
much trouble up there as they did with their co- ops. 

Senator ExLLenper. It is a great pity though that you let either 
your legislature or the Congress hold a stick over your head to make 
you do things. 

Mr. Surron. That is true. 

Senator ELLtenver. That is what I do not like. 

Mr. Surron. However, we who have grown up in the industry where 
you cannot discriminate in rates were greatly concerned about this 
and our lawyers spent a long time and we wrote a lot of preamble. 
We have in our contracts if any court declares us guilty of discrimina- 
tion this special rate will be dropped. 

Senator Haypen. What I would like to know is how the farmer 
co-ops had more influence with the legislature than the municipalities. 

Mr. Surron. In our section of the country, the farmer and the co-ops 
are quite influential. 

Senator ELLenper. The farmer is king? 

Mr. Surron. Yes. 

Senator E.tenver. You say that the amount of power that you 
purchase from the Government and which is afterwards transferred 
to preferred customers is much smaller than what you furnish / 

Mr. Sutton. The co-op? 

Senator ELLENpeER. Yes. 

Mr. Sutron. Yes. 


$2224—53—pt. 2 2 
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Senator ELvenper. And, in the future? 

Mr. iron. And in the future. They may have a wet 
probably they would furnish more than we would, but in a 
we ( uld furni h ¢ almost t! iree fourths of ittotheco Ops. 

ade ELLENDER. On anaverage / 

Mr. St rTON About h lf wi uld be close o1 anaverage. 

senator [IcLLENDI R. In an average year, you are going to sé 1] abe 
alf of ie : 
e other half ¢ 

Mi MUTTO. 


Senator KE 


.*; jlinleaaamaeas ents and the Government 1s going to fun 


peratives set ( 

Mr. Surron. With the company. 

Senator Ex.uenper. They remain your customers and you 
for the whole amount ? ; 

Mr. Surron. Yes, and then we pay the Government for the powe1 
we vet from it. 

Senator ELLENDER. You pay that to SEPA ? 

Mr. Sutrron. Yes. 

Senator ELtenper. That is the function of the SEPA as far as 
are concerned ? 

Mr. Surron. Thatisright. The vy Se ‘11 us the power. 

Senator ELLenper. Because you sell to the Government or throug] 
SEPA more power than you require, there is no need of any revolving 
fund? 

Mr. Surron. That is correct, but as to the power, we get from the 
Government, a part of it will cost us very much more than we get for 
it because we can use it as peaking power. 

Senator Ex.enper. I understand that. 

Senator Haypen. Does that conclude your statement ? 

Mr. Sutron. I think so. Thank you very much for hearing me 


FisH AND WILDLIFE SERVICE 


STATEMENTS OF CARL D. SHOEMAKER, CONSERVATION CON- 
SULTANT, FOR THE NATIONAL WILDLIFE FEDERATION; AND 
CLARENCE COHAM, ASSISTANT DIRECTOR OF FISH AND WILD- 
LIFE SERVICE 


LANGUAGE INSERTION 


Senator DworsHak (presiding). Mr. Shoemaker. 

Mr. SHormaker. Yes, sir. 

Senator DworsHax. Mr. Shoemaker, will you identify yourself? 

Mr. Suormaxer. My name is Carl D. Shoemaker. I represent the 
National Wildlife Federation. We are very much interested in the 
preservation of the small, tiny Key deer in Florida. There is no 
specific legislation in the Congress and never has been with reference 
to those deer. A little over 2 years ago, their number had been reduced 
to about 20. The conservation groups throughout the country were 
very much concerned over the fate of this small, tiny Key deer which 
is by all odds the tiniest of all the deer family in the North American 
continent. 





INTERIOR DEPARTMENT APPROPRIATIONS, 1954 1543 


1 
+ 


I have prepared here a very brief statement which I think I better 
read. 


Senator Dworsuak. All right. 


FLORIDA KEY DEER 


mY a 4 . 
fr. SHormaAker. The Florida key deer 1s the smaile 


he deer family to be found on the North American 
lv habitat is on a few of the southern Florida 
of this deer at one time very exte e. 
les, and fires rapi dl; slneeil their numbers so that about 
lf vears ago, there ‘were not more than 20 of them left on the me 
Conservationists were greatly concerned that they soon would be 
me extinct if some protection was not afforded. 


PROTECTION MEASURES 


he Boone and Crockett Club of New York, a national group of 
conservation-minded citizens, 2 years ago gave the United States 
Fish and Wildlife Service the sum of $5,500 with which to employ a 
warden for the area. His work was very effective and during the 
first year the deer increased to about 50, 

The Boone and Crockett Club could only make its contribution for 
this first year. 

One year ago, the National Wildlife Federation agreed to match 
donations which it received and then turned over to the Fish and 
Wildlife Service $5,500 to continue this s pe cial warden. This money 
will have been e ae nded by June 30 of this year. 

It is significant that again the number of these tiny creatures has 
increased to more than 70. Not one deer has been killed on Highway 
No. 1, running down to Key West during the last 17 months and not 
one has been killed by poi achers or fire. 

Senator Haypven. They are located on one key ? 

Mr. SHoemaker. No; several keys, Senator, the Big Pine Key and 
some of the outlying keys. 

The National Wildlife Federation feels that conservation groups 
have done their full share and as far as their resources will permit. 
These deer are living now in part on the Great White Heron Refuge 
a United States-controlled waterfowl area. We feel that the Federal 
Government has a responsibility here that transcends any private 
responsibility, and we therefore suggest that in the appropriation bill 
for the Interior Department there be inserted such language as will 
permit the Fish and Wildlife Service to assume this responsibility. 


FURTHER DISCUSSION OF LANGUAGE INSERTION 


The language suggested should be inserted in the item entitled 
“Management of resources,’ immediately following the provision 
relating to the purchase and management of wildlife management 
areas in California and should read substantially as follows: 


leasing and management of lands for the protection of the Florida Key deer; 


There has been no objection raised to this proposal, but the former 
a. to purchase lands for this purpose was vigorously opposed 
y the people of the keys, because they did not want more Federal 
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land to be acquired in their county of Monroe. This alternate p 
posal was therefore suggested and will meet the requirements amply. 
Senator Haypen. Is there any conflict about the use of the area 
by the deer on the Great White Heron Refuge ? 
Mr. SHorMaker. No. The Great White Heron is on the outskirt 
Senator Evtenper. You say these deer are on federally own 
property already ? 
Mr. Suoemaker. Some of them, but very, very few of them. Most 
of them are on privately owned properties. 


STATE COOPERATION 


Senator Ettenper. Has the State of Florida taken any lead in this 

Mr. SuHoremaker. The States cooperates; yes, sir. 

Senator E.uenper. To what extent ? 

Mr. Suormaxer. Only slightly. 

Senator Dworsuak. Is there either a State or Federal game refuge 
in that area? 

Mr. Suormaker. There is immediately on the outskirts of thes 
particular keys where the key deer live. 

Senator Ettenper. How many Federal employees are there? 

Mr. Suormaxer. Only one. 

Senator ELtLtenper. On Heron? 

Mr. SHormaker. On the Heron probably. No, we do not have any. 
This man whose salary and expenses is paid for out of this small 
fund takes care of the whole situation. We are not asking for a 
appropriation; simply authorizing language so that the Fish and 
Wildlife Service can steal the money from some other source. 


CLOSED SEASONS 


Senator DworsnHak. There isa closed season on them. That should 
be adequate protect ion, should it not? 

Mr. SuHormaxker. There has been a closed season on them, but 
unfortunately the deer do not understand that always and they wander 
across the highway and automobiles dashing down the highway kill 
many of them. Poachers have gone on the island and set fire to it 
and the deer would run to the water and when they would get to the 
water they would shoot them. It was a terrible slaughter there for 
years and finally the conservation group woke up and decided that 
something ought to be done. 

Itisasmallitem. It does not amount to much. 

Senator Haypren. The State of Florida has a highway patrol, does 
it not ? 

Mr. Suormaxker. Yes, they have a highway patrol. 

Senator Haypen. It seems tome that a man patrolling the highway 
and directed by the proper authority of the State could aid in this 
matter. 

Mr. Suormaxer. They do aid, but there are some other factors in 
volved which are very essential. The warden has to prepare water 
holes and dig out small waterholes for these deer for fresh water on 
these keys, so it is a very important project for a warden to under 
take. 

lt isa management program as well as protection. 
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Senator Dworsuax. Thank you for your statement. Do you have 
inything more ¢ 

Mr. Suoremaker. I have nothing more unless you want to hear Dr. 
Cottam with the Fish and Wildlife Service. 

Senator Dworsuax. There is no budget request for this and I do 
not think it is necessary. 

Mr. Suormaker. A|l we want to do is make this specific language. 

Senator DworsuHak. You made that very plain. 

Senator Haypen. The doctor would not object to the language, 
would he ¢ 

Senator Dworsuax. Doctor, will you please state your name for the 
record ¢ 

Mr. Corram. My name is Clarence Cottam. I am assistant direc- 
tor of the United States Fish and Wildlife Service. 


AID OF HIGHWAY PATROL 


The highway patrol is helping a great deal and they are rendering a 
tremendous force in protection of these deer at the present time. 
They were not doing much before. They need leadership in it and 
someone has to be there to take the leadership. 

With that small degree of leadership, a good percent of the pro- 
tection is coming from the patrol. 

anv. One other point I think of considerable significance is that these tiny 
mall deer are somewhat aquatic. They swim readily between the islands 
han where much of the poaching had occurred in the past. Some of those 
and islands may be some 10 miles away from the road, so the patrol would 
never see those at all. Therefore, the protection from fires and poach- 
ers is very necessary. There simply has to be someone to assist there. 

Senator Dworsuax. Has there been any interest displayed on the 
part of local residents in perpetuating and doing everything they can 
to help? 

Mr. Corram. There has been a great deal in the last 2 years and all 
that is needed, as I see the thing, is authority to take action. That is 
the principal thing. The State of Florida is anxious for us to par- 
ticipate in it and our agreement down there at the present time is a 
three-way agreement with the Boone and Crockett Club, and now with 
the Fish and Wildlife Service, and the State of Florida. 

Senator Exienper. If this language is added, how much more 
money would it cost ? 

Mr. Corram. Whatever the cost is would have to come out of our 
appropriations for management of refuge areas. It cost us $5,500 
this last year. That has not included anything for leasing. It has 
not included anything for expensive developments. 

What we had hoped to do was to do something by way of develop- 
ment. There are dry periods and one reason the deer have gotten on 
the highway and gotten killed is the fact that there was no fresh 
water on these other areas. Therefore, in order to develop this fresh 
water, some development is needed. 

Senator DworsHax. You say the Federal agency spent $5,500 last 
year ¢ 

Mr. Corram. It was $5,500 for each of the last 2 years. This year 
is in progress. It will be that by June 1 or shortly thereafter. That 
was money donated by the Boone and Crockett Club. 
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Senator DworsHak. No Federal funds have been expended ¢ 

Mr. Corram. Nota penny of it. 

Senator Dworsuax. Did you propose this item to the By 
Bureau ? 

Mr. Corram. Yes. 

Senator DworsHak. What did they do with it? 

Mr. Corram. Congressman Bill Lantaff attempted to get it 
House and through a point of order it was thrown out. 

Senator DworsHakx. Thank you. 


I have been handed a letter addressed to Senator Cordon, cha 


man of this subcommittee, from the Wildlife Management Instit 


concerning the appropriations for the Fish and Wildlife Serv 
This letter will be placed in the record at this point. 
(The letter referred to follows :) 


WILDLIFE MANAGEMENT INSTITUTE, 
Washington 5, D. C., May 15, 195 
Hon. Guy Corvon, Chairman 
Subcommittee on Interior Appropriations, 
Senate Office Building, Washington 25, D. C 

Dear SENATOR CorpdoNn : In reviewing the various cuts made by the House con 
mittee below President Eisenhower's revised budget, I note with particular cor 
cern the cut in the item on page 25, line 18, for the Fish and Wildlife Service 
Investigation of Resources Mhis reduction was something over 25 percent 
the revised estimate and amounts to $1,108,000. This is fundamental work o! 
which much of the fish and wildlife program of the Service is based and should 
be the last item to be seriously cut. I therefore want to urge the restoration of 
the Eisenhower budget figure of $4,103,000. 

It should be obvious that the research on fish and fisheries, a large part of 
which is necessary to provide a sound basis for regulation of the important 
Alaska salmon catch, and the appropriation for the exploration, development 
and better utilization of fishery resources, are exceedingly vital. The last 
named item has greatly extended the production of the shrimp fishery and dis 
covered enough new fishing grounds to justify support of this work, in view of 
the constant predictions from the Department of Agriculture of an increasing 
population and a tremendous necessity for increasing food production. There is 
no better place to find such increased food supplies than in developing n¢ 
fisheries, new uses of fishery resources, or better methods of handling and 
marketing them. 

The research program on birds and mamals was cut by more than 30 percent 
Even if the entire sum of $493,000 asked in the revised estimate were allowed, it 
is a small sum for such an important item. This provides for the basic studies 
of diseases of wildlife, the waterfow! population studies, the development of new 
methods for control of rodents and predatory mammals, and for the wildlife in 
vestigations which the Fish and Wildlife Service is obliged to carry on for the 
Soil Conservation Service, Forest Service, and National Park Service. Prac- 
tically all of this fund is utilized for personnel and travel expenses, and this 
reduction will make it necessary to dismiss experienced personnel and to dis- 
continue work whose value depends to a large extent upon its continuity. 

The Fish and Wildlife Service has a first-class laboratory for the study of 
wildlife diseases. It has already developed methods of greatly reducing the 
loss of waterfowl from botulism under some conditions and its work gives hope 
of further reducing the loss from this source and from fowl cholera which kill 
up to half a million ducks annually. If this fund cannot be restored, it will be 
necessary to close the laboratory and dismiss the staff working on these and 
related problems. 

The waterfowl studies provide vitally necessary information on which the 
annual hunting regulations are based. New and better methods have been de- 
veloped, but they can still stand much improvement. The Denver Laboratory 
has been very successful in developing better methods of controlling coyote 
and some rodents, but there are many problems which still need the services of 
the small staff assigned to such work. 

The requests for help from the Federal agencies on wildlife problems are 
already greater than can be met by the present staff, and such help will be 
further curtailed unless this fund is restored. 
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For many years, I was Director of the Fish and Wildlife Service, and in 
opinion this is a fundamental project \ hich should be the last to 

is not possible to restore the full amount by increasing the appr 
suggest that such service functions as predator and rodent control or 
hatcheries be reduced enough to permit the restoration of this relativ« 
sum of money. In my opinion, it would do far s harm to the program ; 
to the public to cut these services than it will to dismiss the small staff of traine 
scientific workers. 

Therefore, | want to urge as strongly as possible that the committee res 
this item to the amount permitted by the Eisenhower budget. 

Sincerely, 


nria 


t 


Ira N. GABRII 
Bureau or InpIAN AFFAIRS 


SOCIAL WELFARE, STATE OF MINNESOTA, ST. PAUL, MINN. 
STATEMENT OF F. W. NICHOLS, DIRECTOR 


GENERAL STATEMENT 


Senator Dworsuak. Mr. Nichols. 

Mr. Nicnots. Mr. ¢ ‘hairman and members of the commuattee, I have 
a statement here and I will read it and turn it over. You have a copy 
there. Any questions you may have, I will be glad to answer. 

I am happy that Senator Thye was able to arrange this hearing 
so that I may explain Minnesota’s foster home plan in relation to 
the Pipestone Indian School. I wish to confine tee remarks to the 
foster home care in Minnesota for dependent and neglected Indian 
children. 

This program was initiated last year. 

For the last 6 years, the State of Minnesota through committees 
of the State legislature, the Governor, and the State welfare depart- 
ment have been requesting funds for welfare and health services to 
Indians. Senator Thye has arranged a number of conferences where 
we have met with the Minnesota delegation in Congress and officials 
of the Office of Indian Affairs. 

We still believe that a long-range plan for such services should 
be worked out on a cooperative basis between the State of Minnesota 
and the Federal Government. 

We also agree that the question of closing the Pipestone Indian 
School is a problem to be determined by the Congress and the Office 
of Indian Affairs, but we do contend that the school is not a proper 
place for dependent and neglected children, be they Indian or any 
other group. 


HISTORY OF PRESENT CONTRACT FOR INDIAN FOSTER HOME CARE 


Briefly, the history of the present contract is as follows: 

We have legislative direction for establishing this program and 
in the original here, I have an exhibit 1 which is a joint Senate and 
House subcommittee report of the Minnesota legislature in 1951 of 
its conferences with the Federal Government and their recommenda- 
tions, which report was adopted by the 1951 legislature. 

Then I also have a copy of the bulletin which shows that the 
Office of Indian Affairs in Minneapolis indicated that the Pipestone 
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Indian School was to receive only dependent and neglected childre: 
children from broken homes, and that is the reason for the contract 

As through appropriations, in 1952, the Senate allowed an iten 
on our request of $200,000 for establishing this foster home progran 
That would be for the current fiscal year if it had been allowed, b 
in the House the specific allowance was eliminated. 

This was done although the appropriation for the Pipestone Sern 
School was increased from the original House allowance of $151, 
to $234,981, presumably to allow for both the operation of the sc = 
and the initiation of the foster home-care program for Indian 
children. 

Senator Haypen. That certainly was my understanding and I wa 
a conferee. I cannot understand this statement in the House report 
that— 


the committee will not condone diversion of funds in this manner in any pr 
gram, and will expect the new Secretary to see that no such diversions are 
approved by the Commissioner hereafter. 


I understand, if my recollection is correct at all, that there was to be 
that very identical kind of diversion; that what we were trying to do 
ultims ately was to get these children into families where they would 
receive real parental care and that they were not be kept in the school 
forever. Was that the understanding you had? 

Mr. Nicnots. That was my understanding and that was Senator 
Thye’s understanding, and ce rtainly the unde rstanding at the Federal 
Indian Office, so in September 19: 52 the Office of Indian Affairs in 
formed me that they were in a position to make a contract to start 
this foster home program and there was $72,321 available in their 


budget calculations for such a contract and, in keeping another part 
of the request that was made a year ago, they had $19,000 that they 
could offer us for direct relief. 


AUTHORITY TO ESTABLISH CONTRACT 


Now, in order to establish this contract, there had to be some au- 
thority and the authority was granted to the director of social welfare 
by the 1951 legislature in what we know as chapter 716 of the session 
laws. Under that authority, I presented the proposed contracts to 
Gov. C. Elmer Anderson and the legislative advisory committee on 
September 10, 1952 

They approved the foster home program and rejected the relief 
program because of the small grants for the latter. In other words, 
they thought it was too insignificant to even start the relief end of it. 

This contract was entered into on October 1, 1952, and I am attach- 
ing an exhibit copy of it. 

Because of the small sum available under the contract, the 100 per- 
cent reimbursement plan was limited to 5 counties having the largest 
financial problem. These are up in what we call our cutover counties 
where more than half the local levies go for welfare as it is, and it is 
a marginal group of income. 

All dependent and neglected Indian children are covered, but in the 
balance of the counties the cost is borne by the State and county with- 
out Federal funds, so we have been honest and fair with this whole 
thing. 
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TOTAL CHILDREN IN PROGRAM 


As to the costs, at the end of April 1953 there were 91 Indian 
hildren in foster homes, 37 in special institutions where they needed 
certain group care, and then there were 35 still at Pipestone, a total 
of 166 children in the program. 

Briefly, here is a little history from one of my chief social] workers 
report on a survey. An analysis of the bac kground of 1 34 Pipestone 
enrollees in January of 1952, as reported by the regional Oflice of 
Indian Affairs, showed that 126 of these children were either half or 
full orphans or came from broken homes. A subsequent Office of 
Indian Affairs review in the spring of that same year revealed that 
of 112 pupils, 106 were either half or full orphans or came from 
homes in which there was alcoholism, neglect, or desertion. 

A later study by our own Division of Social Welfare brought out 
that many of the children of Pipestone had known little or no family 
life, were poorly adjusted and unhap PYs and withdrawn to the point 
that it was difficult for them to relate to adults and normal living 
conditions. It was clear that healthful, well-adjusted, and contribut- 
ing citizens could not be produced in an atmosphere such as this. 
The Government’s responsibility, it was obvious, was to take a hand 
in providing a more normal, happy circumstance of living for these 
children. 


WITHDRAWAL OF CHILDREN FROM PIPESTONE SCHOOL 


There had been some gradual withdrawal of children from the Pipe- 
stone Indian School by local county welfare agencies legally respon- 
sible for these children in recognition of the fact that the children 
needed more than was being given them at Pipestone. At the outset 
the plan to close Pipestone involved 115 Minnesota children residing 
at Pipestone during the 1951-52 school year. 

In addition an estimated 185 more children were in need of foster 
care because of gross neglect or dependency. 

Senator Exttenper. On the part of the home. 

Mr. Nicnots. On the part of their parents. 

In other words, there was not available to them normal home life 
protection. 

Senator Extenper. Is that because of the poverty of those Indians? 

Mr. Nicuots. Poverty, alcoholism, and general low living standards. 

Senator DworsHax. Were any of those 185 children ever in attend- 
ance at the Pipestone School? 

Mr. Nicuoxts. They had not been accorded by us as that. The rec- 
ords are not clear. It is not too easy to identify because the age 
group is rather broad, because we are thinking too of the children 
below the school age. 

Senator ELLenper. What did you do for those children under the 
appropriation you received last year ? 

Mr. Nicuois. We have placed them in family homes under our 
same licensing plan that we have for all children in Minnesota. In 
other words this is the type of Indian home that we went in, as 
shown in this photograph. 

However, 90 percent of them were placed in white homes in the 
same general area; not necessarily in their home county, but in the 
same general area. 
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MONTHLY FEES 


Senator Exrenper. Did you furnish so much for each child? 

Mr. Nicnors. We paid a fixed fee. Normally it is $30 a month and 
ranges up to $38 for different age groups for board and room, plus 
their clothing, plus their medic al care and all of their school e xpense, 
and our report from the school authorities is that in respect to the 
attendance of these children in the local public schools—and there is 
no problem there, I mean, of intermingling, because that is common- 
has been higher than the white children, so they have not had 
delinquency problem as far as that is concerned. 

Senator Haypen. Have they not had difficulties in cases where a 
child was placed with a family and then you became convinced that 
the family was not treating the child right? Do you have to take 
them out of that family and put them in another? 


SELECTION OF FOSTER HOMES 


Mr. Nicnroxs. We do that on investigation or on any complaints, 
but we have not had any such trouble so far because these homes have 
been selected very carefully. You see, in order to get in one of these 
homes, first they have to have a license by the State and that means 
social investigation and a medical examination to see that their home 
is free of disease and so on. 

Senator Dworsnak. Mr. Nichols, according to the House hearing on 
page 143, Reverend Steinmeyer testified before the committee and he 
reported that he was shocked by some of the disclosures he made in 
inspection trips and he specific ally refers to Jim Evans who received 


two children into his home. They are the orphan children of Mr. 
and Mrs. Stone. 


He lives in a two-room Indian shack which is in terrible condition and not fit 
for either cow or dog. The children must travel 19 miles to school by bus and 
it is very small and they have no overshoes and no shoes. The boy wears his 
father’s shoes when he goes to school. The children are 12 and 14 years old, 
respectively. 


I will not read the rest of it, but that would lead me to believe that 
the children are not placed in desirable homes. Do you know of this 
particular case? 

Mr. Nicnors. I got that report shortly before I left St. Paul and 
we checked up. Of the 15 homes that Reverend Steinmeyer cited, 
only 3 were licensed homes under this program and had children 
placed by us. The records are available and of all the homes I just 
happen to have here a picture of one of the homes he named, the John- 
son home. Those same accusations were made before the Senate 
Welfare Committee in Minnesota on January 29 and I have here the 
transcript made by that committee where those charges were mis- 
leading and were answered by the representatives from the counties 
who did the work. 

Senator DworsHak. You are claiming then that this particular 
home was not one of those authorized to receive foster children ? 

Mr. Nicwots. That is right. 

Senator Dworsuax. It was outside of your program ? 

Mr. Nicuors. That is right. I will admit, where the confusion 
lies there is a tremendous low level of living for Indians generally, 
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but these particular children which we have an opportunity to do 
specialized work with are receiving very high-type care. 


LETTER FROM CONGRESSMAN BLOMQUIST 


In fact I have a letter here from Representative Blomquist who 
is a long-term member of the Minnesota Legislature. He lives out 
in the Indian country, in a county where half of the population is 
Indian. He is the local banker and runs the creamery. I will not 
read it all but will just quote this part : 


It seems strange that one of our own Representatives in Congress should now 
try to disrupt and jeopardize the foster home plan for the care of Indian children 
which has progressed to the point of absorbing nearly all of the children at 
Pipestone. As I understand it, the enrollment there is now down to 39 pupils. 

I believe the foster home plan serves to a large extent to dissolve segregation 
and to assimilate Indians with the general population which seems to be the 
main solution to the Indian problem. 


Phat is by J. R. Blomquist. 

The 1953 legislature, getting on to what our own legislature has 
done, not wishing to interfere, but to be ready in case there was such 
an idea, did adopt a law authorizing the Governor to accept the 
Pipestone Indian buildings if Congress decided they wanted to clive 
them up. The bill provides that they will be used for mentally 
retarded cases or if not needed for that—and they are needed for 
that—for a special hospital for alcoholics, so the buildings will net 
go astray. 


JUVENILE COURT CUSTODY 


Briefly all of the children placed by our Minnesota County Welfare 
Boards under this contract are under the custody of our juvenile 
courts through the normal juvenile-court procedure. They are mi: ide 
wards of the State and become protected in that manner. No chil- 
dren in Minnesota can be taken from their parents except by court 
order and this law applies to “ races, 

All children were placed 1 1 licen <p foster homes, that is, homes 
that meet the standards set by the State welfare ree for all 
foster homes and over 90 pe reent of th e children were placed in white 
homes. 

We make a complete check of each foster home place ment by our 
field people. That is after the county has done the work. We have 
expended more effort in these cases than in any other situation because 
we knew that efforts would be made to discredit the program. We 
welcome any investigation that you wish to make. We have pictures 
of some of the homes if you W ish tosee them. More pictures are being 
secured. 

On behalf of the Governor, C. Elmer Anderson, and the Welfare 
Boards of Minnesota, I thank you for this opportun ity to explain 
the operation of our foster-home program for Indian children and 
] would be happy to try to answer any questions of the committee, 
] hope the program can be continued. 

We have no interest other than trying to protect these children 
because, so far as we are concerned, they are Minnesota citizens and 
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TE think I can say that even if Federal money was not available, 
would try to keep on with our own funds. We believe in it. 


EFFECT OF HOUSE PROGRAM 


Senator Haypen. What would be the effect of adopting the pr 
gram laid down by the House? Wouid that mean that each chil 
that has now been assigned to foster homes under the authority of 
the State will be taken out of that home and brought back to 
Pipestone ? 

Mr. Nicuors. That is what I understand the language is, but | 
personally cannot see and I have written to Members of the Hous 
that I cannot see how they can put some Federal employee in thi 
position of going against the will of Minnesota’s courts because wi 
have a special law that was drawn originally to prevent parents inter 
fering with court placement, but the law is so broad it is a felony 
to interfere. 

Senator DworsHak. What percentage of your children in the Pipe 
stone School have already been placed in foster homes? 

Mr. Nicuors. I think it is 60 of the original enrollees, but the 
children that would have to go in there during the year we have been 
picking up and placing them also. 

Senator Dworsuak. In school. 

Mr. Nicnots. They are still in the Pipestone School. We are 
going to try to have them all placed in some home or specialized 
institution if they need specialized care, and some of them need that 
type of treatment. 

Senator Dworsuaxk. You have instances of taking care of white 
children where needed ? 

Mr. Nicwors. That is a similar problem. In fact the legislatur 
has authorized the money for this purpose. 

Senator Exvtenper. I notice the House of Representatives allows 
you $250,000 to operate the school. 

Mr. Nicnors. That is allowed to the Department of Interior for 
running this school. 


TOTAL STUDENTS 


Senator Exvxenper. I understand. How many students do you 
have ? 

Mr. Nicnoxs. There are 38 at the last count. 

Senator Evitenper. That is $250,000 for 38 children. 

Mr. Nicuors. I have no knowledge of how that was arrived at. I 
have had no part of that. 

Senator ELtenper. That is what the report said. 

Mr. Nicuors. That is what the report says. 

Senator Dworsnak. Did you not have a representative of your 
district to present the views of the State and the area in this matter 
so that the committee in the House would have been properly 
informed ¢ 

I do not mean any criticism by that statement, but I am just con- 
fused by the fact that you make one presentation which is in direct 
conflict with the action taken by the House. 

Mr. Nicrors. I am confused too, Senator. I have put letters in 
which I think explain it. 





ut J 
ouse 

the 
> we 
iter- 
lony 


i pe- 
the 


been 


are 
ized 
that 
hite 
ture 


ows 


for 


INTERIOR DEPARTMENT APPROPRIATIONS, 1954 1553 


Senator Exnenper. How much money did you use last year out 
appropriation made for this purpose ¢ 

Mr. Nicuois. There is $72,000 set up 

d Lam talking in terms of $90,000 if we ai 
evel, and if you want to expat 

~enator Ei LENDER. lf you want to expand 1 
all the children in there. That is how t 
put your foot in it and then every Indiai 
your care and keep hn producing them too. 

” Mr. Nicnuors. Sen 

iild in the program 

eglect and that is not easy to 

its are rather strict on that. 

Senator Haypen. Take it the other way. * we ‘opriate this 
S250.000 to maintain the s hool, €@ of ipils are ther now, So you 
Know you are going to have that expense. What can the Bureau of 
Indian Affairs do to go out and recruit more Indian children ? 

Mr. Nicuors. I assume that is what they would do if they would 
follow the direction. 


DIVERSION OF FUNDS 


Senator DwoRSHAK. However, Mr. Nichols, is there specific re- 
striction to the effect that none of the funds appropriated for the 
maintenance of the Pipestone School can be diverted for supporting 
your foster-home program ¢ 

Mr. NicHoLs. Senator Hayden’s question I think was, what we 
would do with the appropriation to the school. I agree that under the 
House hearings version, there has been no money appropriated for 
this program. 

Senator DworsHak. You would have to do that on a State level. 

Mr. Nicnors. That is right. 

Senator Ettenper. That school in Pipestone is owned by the Fed- 
eral Government ¢ 

Mr. Nicwots. Yes. 

Senator Exrenper. And there are 38 pupils there and they are ask- 
ing $250,000 to operate that school or $20,000 per month. 

Mr. Nicnots. It is not my understanding that the Bureau asked for 
that eer 

Senator EL.tenprer. The House report states here— 

No part of the $250,000 allowed herein for the operation of the school is to 
be used for the foster home care program or any other program in the fiscal 
year 1954. 

That is the Pipestone School. 

Senator Haypan. However, there was no budget request for the 
$250,000. 

Senator ELLeNpER. However, it appears, Senator, that it was ap- 
propriated. 

Senator Haypen. The House can appropriate without a budget 
estimate. 

Senator ELtenDer. The school handles 38 Indians that cost $250,- 
000. I think that is scandalous. 

Senator Haypen. You mentioned testimony that was taken at a 
hearing before the State legislature. Is it very voluminous? Would 
1t be appropriate to have it included in our record ? 
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Mr. Nicuors. I think it would be appropriate to have it availab] 
because It answers in more detail than | have the accusations that ] 
have made in the House report. 

Senator Haypen. Mr. Chairman, might I suggest if there was a 
hearing on this matter before a committee of the Minnesota Legisla 
ture—and nas record does not appear to be voluminous—it might wel 
be included in our record so that we would have the advantage of 
testimony eaten there. 

Senator DworsHakx. Without objection it can be inserted in the 
record, 

(The testimony referred to follows :) 


PUBLIC WELFARE COMMITTEE MEETING, JANUARY 29, INDIAN PROBLEM AND CLOSING 
or INDIAN SCHOOL AT PIPESTONE 


A quorum being present, the clerk called the roll—17 members present. The 


meeting was called to order by the chairman of the committee, Hans C, Pedersen, 
who advised the committee that a number of persons and delegations were pres 
ent for the purpose of discussing the Indian problem of the State, generally, and 
the closing of the school at Pipestone specifically. He stated that he hoped out o 
the meeting that the committee would definitely initiate a policy and legislation 
to pursue the Indian problem and seek to find some solution to improve cond 

tions; that there was an interim committee which went to Washington to consu 

with authorities there and that from their knowledge of those present who were 
familiar with the situation, that some good would develop. Senator Pedersen fur 
ther advised the committee that it is definitely the duty of this committee to init 

ate Indian welfare legislation and he quoted from the report of the joint House 
and Senate subcommittee report on Indian affairs, paragraph 1, “That the Indian 
Bureau would endorse the appropriation of funds by Congress for payment ¢ 

general relief or assistance to Minnesota Indians residing in distressed counties 
on tax-free land, but that the Indian Bureau would not initiate such legislation.” 

Rey. J. G. Steinmeyer of Pipestone, who represe ‘nted a delegation from Pipe 
stone, which in turn represented 14 organizations of the county, civic and frater 
nal, as well as religious, was the first person called on to speak. 

Reverend STEINMEYER. I would like to point ont some of the things I wish the 
committee would consider and to which it might give its attention. The first 
one is foster home care in the State of Minnesota. That is the thing I wish to 
point at this time. We feel that perhaps there is no State in the country where the 
standard is so high in order to get a child into a foster home When this wa 
presented to the Indians they were quick to ask “What do you mean?” We 
mean it is homes where people are denied the happiness of children or are willing 
to take in unfortunate children to share their homes with their own children 
If this is so, then there is agreement throughout the State with this program and 
we feel there is nothing wrong with that, but what we are afraid of is the 
standards will be lowered. There is no place to put the Indian children and we 
have to put sheen where there is a roof. The program initiated last August h 
been proven. These children have been put in Indian homes in an impoverisl 
area in distressed counties and under such conditions the Indians feel the St: 
of Minnesota has gone back at least 100 years in development of the Indian 
program, to put Indians on their own feet. In Washington, we were successful 
in obtaining more than we asked for, the committee had a very sympathetic ear 
and they gave us $234,000. It was the understanding that as long as there was 
a question regarding a program of this kind the school at Pipestone would 
remain open and the children sent to the school. In the record itself it was made 
aA Jaw of the United States that this money be given the school at Pipestone. They 
were assured this money was for Pipestone (read report). When the foster 
home program was outlined before the committee every member turned down 
the program, no member wanted anything appropriated for that program. They 
were utterly unable to convince the House that such a program was feasible. 
We think this program in theory is great, but where are you going to hire people 
who have an extra room and pay them and to take one or more children and give 
them the right kind of home? Weare hiding under a cloak. These kids are never 
xuing to have a chance as we see it. We are told they ure going to school, are 
enrolled in school, but at the same time when we go up there we find they are not 
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roing to st hool. Since when is a good, fine Gover ent school a den of 

We can't understand a provision of this kind. We have 300 children 

are you going to find in Minnesota 300 homes to carry cut this program 

for these children? Sure, you can find people who will take them for $338 : 
will take girls to baby sit and boys to help with chores on farms, et: 

feel the program is a lot larger than that Regardless of what this S 
country or legislature decides, they are still wards of the Government 
are in the clutches of the Indian Bureau (refer to p. 20 in the Journal of 
Senate). 

I have a resolution drawn up by the county commissioners of Pipesté 
provide for the Indian school at Pipestone (read resolution and submitted 
to chairman). 

The CHAIRMAN. Question to Judge of Probate O'Neil und 
are some of these children in the reform school? 

raNncis O'NEtL. Yes. 

The CHAIRMAN. In round numbers, would there be 

FRANCIS O NEIL. Approximately six. 

Senator O'BRIEN. Six put into reformatories? 

FRANCIS O’NerL. Probably not all put in reformatories, but committed 
YCC and placed on probation. 

Senator O’Brren. How long were they out of school? 

FRANCIS O'’NetIL. In June and the commitments were in August 195: 

The CHAIRMAN. I would now like to have Father DeLores make 

Father DeLores. I have been connected with the Pipestone schoo 
of the pupils are Catholic, for possibly 11 years and I have dealt 

hildren and understand them, I think. I feel they have had a very go } 

in Pipestone. I have put in some time in the homes of Indians and would like to 
say that if this program is adopted and the boys and girls of the school placed in 
those homes, which I understand will be with Indian people, they will perhaps 
go into homes that are worse than what they came from. I have visited in their 
homes and they are tar-paper shacks—the conditions are deplorable I 
children will suffer hardships. They aren’t used to that and they don’t want 
go home from Pipestone, simply because they have no one to supervise them 
If they go into homes on Indian reservations I am afraid all the fine work done 
will be undone. 

Ed M. Wilson, President of the Minnesota Chippewa Tribe, was introduced by 
the chairman, Before he had a chance to speak, Representative Henry Appledorn 
was called on. 

Mr. APPLEDORN. I had business at Sauk Center and at that time I asked Mi 
Smith how many Indian children there were and she said that at the institution 
there were 130 inmates and 24 were Indians. I don’t know if she meant per- 
‘entage or actually 24 committed. I asked how many since this program has 
been instituted and she said 12. 

Mr. Wilson was then asked to make a statement. 

I represent about 16,000 Chippewa Indians in Minnesota. Our delegation was 
in Washington in 1949 and were heard. This Pipestone School was brought 
up and it seems that the Indian Bureau had already removed some of the things 
that belonged in the school and were ready to close it. All agreed at that time 
to keep the school open until such time as they would find homes and that was 
the agreement 4 years ago. I don’t know what happened since, but many people 
are surely opposed to closing the school until they find homes for the children 
We feel if they put them in a foster home they should put them in white homes 
away from the reservation, because conditions in northern Minnesota are such 
that they are not fit for these little children to be put in. They live in tar-paper 
shacks as you have heard and crowded into them and surroundings are such 
that they are exposed to many dangers. I would like to see the school continue 
until they find homes and all my people will feel that way. 

Joe VizeNor (secretary. Chippewa Indians, Ponsford, Minn.). TI am 100 per- 
cent for every word he said. He mentioned tar-paper shacks; when you place 
them back in those places it puts a burden on those people, too, especially where 
they have children. They have a hard enough time trying to get along. They 
recommend the homes be continued until suftable homes can be found 

Senator Grorce. I have a question. Are these children at the Indian home all 
orphans? 

The CHAIRMAN. They are either full orphans, half orphans, or from broken 
homes. 


Question. As I understand it, there are some foster homes being used? 


se 


Ss 
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The CHAIRMAN. Let’s call on Mr. Nichols, acting director of the State so 
welfare department and have him speak. That will perhaps clear up some o 
the questions you gentlemen are asking. 

Mr. NicnHo.us. I have been acting director since the spring of 1952. I hay 
been in public welfare work for 17 years and in various administrative capac 
ties. First of all, I want to make it clear under what conditions this progra 
is operating. There has been a lot of loose talk and I want to straighten son 
of these things out. (Quoted provisions of the State law, specifically MSA-—26« 
which covers dependent and neglected children.) fe are strictly on a leg 
basis. 

Your chairman has called your attention to the interim report by the committee 
headed by Senator Joseph J. lvaun, which reads as follows: * * The India 
Bureau. will request funds from Congress, and if appropriated, a foster-hom« 
program for the present residents of the Pipestone Indian School and other 
eligible Indian children will be inaugurated. It is understood that this is to be a 
continuing program and that if funds are appropriated, a contract for the 
administration of the foster-home program will be negotiated with the State 
division of social welfare.” In May of the same year, the Minneapolis office ot 
Indians Affairs issued a letter for welfare workers (quoted). Representatiorz 
was made to the House and Senate by delegations from Minnesota. I attended 
the Senate meeting. Subsequent to that I received this letter from Thye 
(Quoted letter.) We have always contended from the beginning that the Pipe 
stone School should not be closed abruptly. We have had the interim period 
in which to find homes. After this action, the Commissioner of Indian Affairs 
came to Minneapolis and met with representatives in relation to the whole 
problem and he at that time said they had available $72,000 that could be used 
for boarding-home care. That was in August or September. The legislature, 
anticipating that some action might be forthcoming, provided in chapter 716 
of 1951 Laws, section 21, as follows (quoted). I submitted information to then 
and a program was approved. Thereafter, pursuant to that authority, I nego 
tiated a contract with the Office of Indian Affairs. I want to again remind you 
these children are the legal responsibility of the State of Minnesota. All we 
are accomplishing is substituting Federal funds for State and county money. 
In order for our agency or the county welfare boards te serve those children, 
they must be placed under our custody and under the jurisdiction of the courts 
of Minnesota. These children are legally our charges. They are no different 
than the 3,000 other children placed in other homes. We have never discrimi- 
nated on color and I think these Indian children are entitled to every 
opportunity given other children. Actually, the number in foster homes is 126; 
57 in Becker County and 37 from Cass County. There has been a lot of loose 
talk around here about children being committed. These six children referred 
to were never under our supervision. They were discharged from the school at 
Pipestone. I think these people have been pretty loose and I want a subcommittee 
appointed to investigate every angle. Here is a list of every child enrolled 
in the Pipestone School. I suggest that you invite to your subcommittee meeting 
the supervisor of the school and make a thorough investigation of this. We have 
always been in sympathy and I think they all understand it. I am prepared to 
answer every question put and I can justify every action taken. 

Senator O’BrIEeN. I would like to ask Mr. Nichols if any of these children 
mentioned have been in foster homes when committed. 

A. They never came within the jurisdiction of our placement program, 

Mr. L. H. Daum (welfare worker, Cass County). We have a child from Cass 
County, who never returned to her home during the summer vacations ; she was 
an honor student and when graduated was returned home in charge of a social 
worker. They do not become our business until someone states they are neglected. 

Q. The same care is exercised as with other children? 

A. I have two men who can testify as to the method used. They are under 
the same supervision. 

Senator MATTson. What type of home or how would you define a home where 
these children would go? 

Mr. Dano. I might say since this program was inaugurated last August, we 
have not placed a single Indian child in an Indian home; they have all been 
placed in white homes, good homes, some of them in homes where we have 
previously placed white children and have had satisfactory results with the 
homes. More specifically, getting back to these children who were brought up 
and speedily committed to Sauk Centre and the YCC, one child was referred 
back to the county. That is true, I recall that child specifically. That child 
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was placed under the custody of the father by the district court. When tl 
was brought back we had considerable difficulty tinding the father and 
not located the father when the child was returned. This child wus 
back by a social worker and taken to one of the finest homes in W 
Saturday afternoon. On Sunday afternoon the child requested to go \ 
old home and the people took here there. The father had appeared 
scene and on Monday requested to go back to Cass Lake village whers 
from. The boarding home mother told us she was willing to have 

but did not want to be taking the youngster back and forth. We 

in another boarding home in a white home away from the Indian popul: 
she stayed for 5 days and then disappeared. When we were able to 
child she was living with a man and that was how that child happ 
placed under the YCC. We feit that the YCC had facilities for diag 
and could better determine what to do with that particular youngster 

Senator Larson. Senator Mullin was chairman of the subcommittee with 
Senator O’Brien and myself, who went to Washington on this matte! Congress 
man Anderson, Representative, said if we can keep the school open another year, 
we will find homes. I think this problem is bigger than the Pipestone School. I 
think the next step is to get relief for these Indians. It was also brought 
out that there are about 18,000 Indians in Minnesota. We brought in about 
8,000 displaced persons from foreign countries and are taking care of them 
The Indian, who we have right next door—what are we doing for them? Nothing! 
In all fairness, I think it is about time we started taking care of them and we 
should start now. 

Senator O’Brien. I would like to make a short statement about the meeting 
in Washington. We met with our two Senators and every Member of the House 
in Senator Thye’s office. We called up the Commissioner of Indian Affairs 
This was threshed out. They were going to close the school. It came out 
that this is the State’s responsibility. We pleaded with them to keep it open 
until we could find homes for them and they agreed to do it at that time. You 
can’t find a foster home easy for all of those children, and as they grow older 
it is that much harder. The social welfare department is doing all it can and 
all the care they can. 

Senator BAUGHMAN. I didn’t ask to appear before this committee but the 
chairman asked me to come up and make a statement on the matter. This 
is in regard to the report of the interim committee on YCC and mental institu- 
tions, which has been working for the past 2 years. That report is out and 
the thing that concerns people in Pipestone is that this committee is recom- 
mending that we take over the school and use it for the care of alcoholics. 
It has been found from testimony given under oath that most of these alcoholics 
are not psychotic—only a small percentage are and it was determined that 
the best way to handle these inebriates was through the Alcoholics Anonymous. 
The hard core of these people should definitely be in institutions unless psychotie, 
in which case they would be cared for in mental institutions. It was thought 
that this place in Pipestone would be ideal. Somehow or other, the report has 
gotten around that this committee is favoring the closing of Pipestone for that 
purpose. That is not true. If they do not close the Pipestone School, another 
place will be found in which to put these people and if the people of Pipestone 
don’t want this, we won’t waste time arguing about it. We are not interested 
in whether they close the school, but if they do, we feel it would be an ideal 
place for them. 

Senator Matrson. This problem is something I know something about. I 
would like to see some kind of a program which would allow more Indians 
to be trained in vocational work. I feel we are going to take a big step in 
the wrong direction if we close this school. We can do it on a local level and 
let’s start doing something now for the Indian. 

Reverend STEINMEYeER. The fundamental problem is still the same, the Indian 
people are contending and I haven't heard it denied, that the Indians are in 
reservations and the Indian children are put back in the reservation. As I 
said before, no one will fight the foster-home program, but June 30, 1953, will 
be here and nothing has been done. That is the date the matter is supposed to 
be closed. 

The CHAIRMAN. I was a member of the joint House-Senate committee that 
flew to Washington, March 1949, and I give credit to Mr. Nichols for furnishing 
the names of the 52 Indians who had positive T. B. sputum specimens. Mr. 
Nichols’ information in a large measure was responsible for the immediate re- 
opening of the T. B. Indian Hospital at Ah Gwah Ching. I do nut want the 
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impression to prevail that this committee is putting anyone on trial. 
simply trying to ascertain the true facts so that this Legislature can 
Stutewide long-range Indian affairs policy, 

Senator Daun, (Explained about the subcommittee and explained:) This 
thing arises from recominendations of the Hoover Committee at Washington that 
the Indian should be made the ward of the State and we have to face it. 
They are going to try and unload those Indians aS soon as possible. It was 
certainly unfair of the Federal Government to take that position. All policies 
pursued have discouraged the Indians from living off reservations and now 
they want to dump the entire problem on the State. They should at least co- 
operate with us over a period of years. We thought if we had time enough, 
something could be worked out. We shouldn’t quarrel among ourselves. 

Senator Rogers. Is it your contention that the Federa] Government wants to 
release the Indians from all shackles they have had for a hundred years? 

Senator Daun. Yes, that is what they indicated. 

Senator Rogers. If that is their position, then they have 
Then they should start liquidating the Indian Bureau. 

Senator Daun. They assured us it would be necessary for the Federal] Govern- 
ment, where they owed Indians money, to pay it off as soon as possible. That 
would sever the ties with the Indians. 

Mr. A. O. Hoghaug, executive secretary of Becker County Welfare Board, 
then spoke. He referred to a meeting in Washington when he talked to Con- 
sressiian Anderson. He asked Mr. Anderson if, regardless of wanting the school] 
open another year, would it be closed, and his reply was “yes,” Continuing: 
Vur county had 42 children in the Pipestone school. We have a number in g0od 
white foster homes at present—there are none in the 
present. 

Rev. Srernmeyer. The entire properties at Pipestone were deeded t 
Sioux Indians, According to this, these properties cannot be transferred, 

Senator Novak. It seems to me that a good committee should be appointed to 
devote some time to a forward-looking program before we contemplate sending 
«unyone to Washington. Then, I think that committee should report back to the 


full committee and we should then proceed to discuss how the thing should be 
handled. 


We are 
initiate a 


a big job to do. 


school system at the 


o the 


Senator Rocers. It should be a long-range policy on a permanent basis for the 
Indian people. 

Senator Curip. Did Senator Sletvold want some time? 

The CHamRMAN. Would you please make your Statement, Senator? 

Senator SLervorp, There iS Some background you should be told about in ref- 
erence to the Indian Bureau, as to abolishing the bureau. At one time the 
Chippewa Indians, particularly in northern Minnesota, at one time were a 
wealthy tribe. The Indian Pureau handle these funds. I don’t like to be criti- 
cal, but I don’t hesitate to Say that the handling of these funds is a s 
particularly that of the Indian Bureau. That was maintained and used to pay 
salaries of officers. Now we have come to the crossroads and the money igs 
Practically all gone. Now, Uncle Sam, who has acted as guardian for genera- 
tions wants to unload the problem upon the States where the Indians are lo- 
cated, particularly the State of Minnesota, where there is a large Indian popu- 
lation. That to me doesn’t seem the proper thing for Uncle Sam to do. It seems 
to me that the Government of the United States has an obligation to these 
Indians that they shouldn’t try to dump on to sumeone else. It is the obliga- 
tion of the Government to take care of these people. The Government, in the 
first place, put them on reservation; they had nothing to say about where they 
would go and settled on the reservations. I have a feeling that these young- 
sters should be given vocational training so they will know how to do some kind 
of work and take care of themselves, I don’t think we have had the foster 
home long enough to know how it would be, it is too short a time to evaluate 
that. As long as that is the situation, it seems to me that while the State 
of Minnesota will do what it can to assist these children, as long as the Gov- 
erninent exercises jurisdiction over them, it is the first duty of the Government 
to take care of them. Certainly, we don’t want to see these children suffer or be 
in want. By all eans, let’s have another committee, a strong one, that will go 
t» Washington, D. C., and insist as you did the other time, that the United States 
Government meet its obligation in this respect. I rather think somehing has 
been started. That is, join with other states who have the same problem and 
insist the government do something about it. That is one thing—the legislative 


candal, 
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committee has taken a hand and something will come out of it. lean really 
hammer away at this. 

Senator Daun, It seems to me in order to get the best-qualified members on 
that committee that we should draw up a resolution and have a committee 
uppointed from the senate and one from the house. 

Senator Rocers. I concur in what Senator Daun says, but after due considera 
tion, this committee could formulate a broad policy relative to the people of this 
State and send a concurrent resolution addressed to the Congress and direct 
specifically to our membership in that body because if you are going to 
I think a committee should be backed up by the legislature of this State 
the policies to be pursued. 

Senator MITcHELL, I, too, have been interested in the Indian problem, I know 
what a problem it is in my county of Mille Lacs. I happen to be one of those 
who went to Washington in 1249 and gained considerable information in respect 
to the Indian Bureau. I rather felt at that time that it was the future policy 
of the Bureau to dump the Indians on the State of Minnesota. We, as : ym- 
mittee, opposed that policy as strongly as we could, We met with a little suc- 
cess, but I do not think we changed their policy. The legislature should 
formulate a long-range policy on the Indian problem. 

Senator DICKINSON. What the senators have said in regard to the vocational 
training is a great stride, but | think we should consider the thing in terms of 
welfare ; but remember, the Indian has always maintained he has unpaid credit, 
whether mythical or not If any group should enter with such a claim we should 
consider that we have this matter. We should insist that a definite comn 
in Washington give serious consideration to those claims 

The CHAIRMAN. How should we proceed setting up a committee? 
resolution, or should I appoint a committee? 

Senator ALMEN, I move that five be appointed from each house. Se 
Senator Rogers, 

Senator Daun. Do we understand that will be made up of members 
welfare committee only? 

The CHAIRMAN. Now, just what form is this resolution? They could, of cout 
write into this resolution the expenses and the proposed trip to Washing 
Senator Slotvold? 

Senator Storvotp. I think you would be in a stronger position if you include 
the house—that is, a committee that speaks for the legislature. And make it a 
joint resolution—that will expedite the matter 

The CHAIRMAN, All in favor of this motion signify by saying “Aye.” Motion 
carried. 

Il am heartily in accord with the Indian Bureau's recommendation on page 2, 
paragraph 3, where they say, “the Indian Bureau will place greater emphasis on 
vocational education and will aid in obtaining funds for the construction of 
facilities to further vocational education where needed by virtues of large con 
centrations of Indians.” I think it is delinitely a step in the right direction to aid 
and assist in training these Indian girls and boys in vocations so that they can 
take their place among the white people in profitable vocations in any of our 
communities in the State or elsewhere. In my opinion, Indians do not adapt 
themselves well to farming, but they are very handy in trades such as tinsmiths, 
ewelry workers, automobile mechanics, leather workers, watchmakers, and man) 
other vocations if given a chance. In the city of Pipestone, we have 11 or 12 
Indians now employed full time in such vocations and they are doing a good job, 
live in their own homes, and raising their families with absolutely no discrimina- 
tion of any kind. I think the Pipestone school is well adapted for such a program 
with very little expenditure. In the past, good cooks, bakers, and engineers were 
developed with just what little facilities that already exist in the school. 

(Senator Erickson made a motion to adjourn, seconded by Rogers. ) 

The CHAIRMAN. All in favor of this motion signify by saying ‘“‘Aye.” Motion 
carried. At the next meeting I plan to take up a tremendous number of bills. 


Senator DworsHak. Does that reach some conclusions ? 

Mr. Nicuots. No, but Reverend Steinmeyer made certain statements 
and the answers which were general to this are answered here by people 
other than State Department people and I think for that reason might 
have more weight. 
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MISUNDERSTANDING CONCERNING PROGRAM 


Senator DworsHaKk. There seems to be a misunderstanding concer 
ing this program in your area and I wonder if you can tell us briefly 
what is the basic issue involved. 

It seems that it should be possible for the peo} le interested in the 
welfare of these Indian children to agree upon the most lesirabl 
program. Apparently that has not been done. It is expecting a lot 
for a congressional committee far remote from the scene of the location 
of the school to know what should be done. Certainly the people it 
the locality who are a qua nted with all of the details should be better 
qualified to recommend what action should be taken than som 
congressional group now. 

Can you not just tell us what is back of all this controversy ? 

Mr. Nicnots. Since 1947 when the Minnesota Legislative Committee 
came down here, we have contended that the evolution of the Pipe 
stone School was to close it. We have had the same type of Minnesota 
institution which we closed in 1945 and diverted to another purpose, 
so our experience with the white children or the non-Indian children, 
shall I say, has paralleled what we are talking about for the India 
dependent and neglected children, and there is a great deal of poor 
living conditions for Indian 

There is a lot of neglect of Indian children by mixed marriages and 
others, and we believe that they should be treated the same as all the 
other children. 


MATCHING FUNDS 


Our legislature believes that the Federal Government should pay 
if we save them the cost of running the Pipestone School and that 
they should be willing to put in at least that much money into match 
ing State and local money to work toward a long program, say, 10 or 
20 years, of raising the level so that we can work toward integrating 
these Indians. We might as well work with the children because there 
is not much that can be done with the adults. We want to work wit 
them, get them into homes and get them dispersed so that they are 
allthe population. That is our aim. 

Senator DworsHak. What is the opposition ? 

Mr. Nicnors. The opposition comes from the village of Pipestone 
where the school is situated. ‘The businessmen there have consistently 
said that they are going to have that school kept open. They have 
raised the money to send Reverend Steinmeyer on numerous occa- 
sions to present that type of situation, and I contend that they are 
not even good businessmen because if it was a State institution, there 
would be more local money spent because the State buys locally more 
than the Federal Government does under its broader purchasing 
arrangement. 

UNDESIRABLE HOMES 


Senator Munpr. I notice here a description of these terrible homes 
they have been keeping the Indians in. 

Mr. Nicuors. As I explained before you came in here, the citation 
of the 15 cases cannot be attributed to us. Only three of those were 
actually homes where we had placed children, and I have a picture 
of one of them mentioned, the Johnson home. 
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Senator Munpr. No children in these other homes? 

Mr. Nicnors. They were not placed under this program. 
ire a Jot of living conditions that are very inadequate as f 
Indian bands in Minnesota are concerned, but that would 
ligger program than we are talking about. 

Senator DworsHaKx. You are confined, as far as the foster 


; 


program is concerned, to the former pupils of the Pipestone School ¢ 


} 


Mr. Nicnors. Plus any children decided by the court to be de 
pendent and neglected who happen to have Indian heritage. 

Senator Munpr. ‘To get it straight in the record, your testimony 
is that these pictures of the homes in which Reverend Steinmeyer 
alleges Indian children were kept, there were no Indian children 
kept there? 

Mr. Nicnotrs. No; I do not Say that. The whole confusion les 
in the fact that there are Indian children living in bad housing, 
but they are in their own homes or in relatives’ homes, homes that 
are not controlled by any welfare operation. The children that we 
are placing under this program through a court of adjudication are 
neglected or dependent children. They then become wards of the 
State, either permanent or temporary wardship. We then place them 
in a licensed bo: irding home. 

What I say is that of all of the 15 homes cited there, on ly 3 were 
homes in which we had placed the children. 

Senator Munpr. What I am trying to arrive at is whether or not any 
of the Federal money went into these homes, whether they are licensed 
or not, or whether they were put in there by your group or not, 
did any of this money that Congress appropriated go into anything 
that Reverend Steinmeyer calls doghouses ? 

Mr. Nicnots. In my opinion, none. The only money that we put 
in was in three homes that are mentioned, and they are not any differ- 
ent from the homes I am showing you here, which are normal homes in 
northcentral Minnesota and northwestern Minnesota. 

Senator Dworsuaxk. In other words, there are many Indian chil- 
dren who are outside of your State welfare program ? 

Mr. Nicnors. Who are in very neglected conditions, I agree, and 
I think if there was sufficient program money, we would be able to help 
more of them. However, it is a very serious thing to go in and just 
say because their living conditions are not up to white conditions that 
you should take their children away. It takes more than that. 

Senator DworsHak. Are there any other questions ? 


AARON BEVINS HOME 


Senator Munpr. Yes. For example, is the Aaron Bevins home 
one of your licensed homes? 

Mr. Nicuots. No. 

Senator Munpr. Reverend Steinmeyer says he has 7 childre ‘ of his 
own—of course you have no control over th: it—and adopted 3 because 
he could get $1: 20. Did he or did he not get $120? 

Mr. NICHOLS. We have no record of that at all, and we cannot find 
it. We have what we call a consolidated index of all cases. 

Senator Munpt. Does all of the Federal money pass through your 


hands? 
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Mr. Nicuors. All through our hands. Where he gets his money, I 
have no idea, even if there was such a family. I am not saying that 
there are not many families and cases cited. 

Senator Munpr. The source of the whole thing is, as I read testi- 
mony—and I live pretty close to Pipestone so I was rather curious 
about the whole thing—and the crux of the whole matter is whether 
or not any Federal money is going into these homes which have not 
been properly examined, in which you do not give them any followup 
service and in which Indians who are corrupt or incompetent are tak- 
ing in children simply because you give them an easier life. The 
foster home is not going to be any good if you do not improve the 
conditions. 

EXPENDITURE AUTHORITY 


Senator Dworsuax. Who authorized those expenditures that have 
been referred to? 

Mr. Nicuots. They are incurred in the first instance by the county 
and they have to submit to us evidence, which is reviewed by a per- 
son in my office as well as a field check be fore we reimburse them. 

Senator Dworsuax. All Federal funds pass through your office? 

Mr. Nicnots. Through our control. 

Senator Munpr. You make a field check of every case before 
you give them any money ? 

Mr. Nicuors. That is right. We have a very exhaustive report 
on each one of them that we develop because of the anticipation of 
this thing. This is very lengthy. A field person goes in and takes 
down the whole history and we have to have that in every home 
before we can reimburse them under our plan. 

Senator Munpr. Do you have one of every home? 

Mr. Nicnots. I do not have one of these sheets. However, we are 
getting them out on every home. 

Senator Munpr. I have no idea where the truth or the accuracy lies 
in this matter, but the testimony is certainly confusing. 

Mr. Nicuors. I say the confusion is because you can go out into the 
Indian area and you can see them living in the Indian homes which 
by white standards are cert: me not acceptable, and there are children 
livi ing that way, many of them, but they are not under our control. 

Senator Munpr. The y are not orphans? 

Mr. Nicuois. They may be with their relatives. 

Senator Munpr. They get no compensation ? 

Mr. Nicnors. No, they are not under this program, as I have said 
in my testimony. ‘There is a very low level of living standards in the 
Indian areas generally in Minnesota. 
The Red Wing band is pretty well off. 


RED WING REFORMATORY 


Senator Munpr. How about the allegation in the testimony that the 
next stop for the children when they leave the foster home is the 
Red Wing Reformatory ¢ 

Mr. Nicnots. That is not true either. 

Senator Munpr. Do you have the testimony in that legislative hear- 
ing that Senator Hayden referred to? 

Mr. Nicuois. We talked about that and we tried to get all the 
unswers for them. 
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Senator DworsHax. Mr. Nichols, it seems to me that you, repre- 
senting the State of Minnesota and the Federal Bureau of Indian 
Affairs and the interested local parties, should be able to resolve this 
controversy and not pass the | muck to C ongress. 

Mr. Nicuots. I agree W ith you. I do not feel hap v about it at all. 

Senator Dworsuak. We talk about home rule : and x sisting pressure 
and interference by the Federal Government, and it would seem that 
this is a fine case in which to exe mpi lify that philosophy and to take 

‘rare of your own problems and tell us what should be done to promot 
the we Ifare of these Indian children. 

It is hard to solve the problem when you pe ple cannot get together. 

Mr. Nicnots. The Minnesota Legislature has adopted the pol 
and presented it here in 1951, 

Senator DworsHak. Do you adhere to that poli Icy 

Mr. Nicrous. Yes, and it is incorporated right in 1 the exhibit that 
is here. 

Senator Munpr. Is Carl Anderson the head of the Red Wing 
Reformatory ¢ 

Mr. Nicrots. Carl Jackson. He is now in charge of St. Cloud. 

Senator Munpr. What do your two Senators from Minnesota recom- 
mend as a solution to this problem ? 

Mr. Nicuots. They have consistently supported this boarding home 
solution, and the peculiar part is that none of these children come 
from the district in which Pipestone school is located, which causes a 
further controversy because they are from Congressman Hagen’s and 
Congressman Marshall’s districts, up north. So we have an impasse, as 
you can readily understand. 

Senator DworsHaKk. Thank you. 

Mr. Nicnots. Thank you for the opportunity. 

(The material furnished by Mr. Nichols follows:) 


STATEMENT BY F’. W. NICHOLS, Drrector oF SocrAL WELFARE, STATE OF MINNESOTA, 
BEFORE SENATE COMMITTEE ON INTERIOR DEPARTMENT APPROPRIATIONS May 14, 
1953 


Gentlemen: I am happy that Senator Thye was able to arrange this hearing 
for me so that I may explain Minnesota’s foster home plan in relationship to the 
Pipestone Indian School. I wish to confine my remarks to the foster home care 
in Minnesota for dependent and neglected Indian children. 

For the last 6 years the State of Minnesota through committees of the State 
legislature, the Governor and the State welfare department have been request- 
ing funds for welfare and health services to Indians. Senator Thye has ar 
ranged a number of conferences where we have met with the Minnesota dele 
gation in Congress and officials of the Office of Indian Affairs 

We still believe that a long range plan for such services should be worked 
out on a cooperative basis between the State of Minnesota and the Federal 
Government. 

We also agree that the question of closing the Pipestone Indian School is a 
problem to be determined by the Congress and the Office of Indian Affairs, but 
we do contend that the school is not a proper place for dependent and neglected 
children, be they Indian or any other group. 


HISTORY OF PRESENT CONTRACT FOR INDIAN FOSTER HOME CARI 


1. Legislative direction for establishing the foster home program (see exhibi 
No. 1, Joint Senate and House Subcommittee on Indian Affairs—March 29, 1951 
page 2, item 5). 

2. Pipestone Indian School limited to dependent and neglected Indian children 
(see exhibit No. 2—bulletin dated May 22, 1952 by Minneapolis Area Office of 
Indian Affairs). 
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8. Appropriations.—In 1952 the Senate allowed an item of $200,000 for foster 
home Indian care for the fiscal year 1953 but in conference the specific allowance 
was eliminated although the appropriation for the Pipestone Indian School wa 
increased from the original House allowance of $151,349 to $234,981, presumabl 
to allow for both the operation of the school and the initiation of the foster 
home eare program for Indian children. In September 1952 the Office of Indi 
Affairs informed me that they had $19,000 for direct relief and $72,321 fo 
foster home care if we were ready to enter into a contract for such services, 

t. Contracts for Foster Home Care. Under the authority granted to the 
Minnesota director of social welfare by chapter 716, Laws of 1951, I presented 
the proposed contracts to Gov. C. Elmer Anderson and the legislative advisory 
committee September 10, 1952. They approved the foster home program and 
rejected the relief program because of the small grant for the latter. With 
this authority a contract was entered into effective October 1, 1952. (See exhibit 
3.) Because of the small sum available under the contract, the 100 percent 
reimbursement plan was limited to five counties having the largest financial 
problem. All dependent and neglected Indian children are covered but in the 
balance of the counties the cost is borne by the State and county without Federal 
funds 

5. Costs. At the end of April 1953 there were 91 Indian children in foster 
homes, 37 in special institutions other than Pipestone, 38 at Pipestone, for a 
total of 166 children in the program. 

There are additional children that should be committed as dependent or 
neglected as indicated by the following report: 

An analysis of the background of 134 Pipestone enrollees in January of 1952, 
as reported by the regional Office of Indian Affairs, showed that 126 of these 
children were either half or full orphans or came from broken homes. A sub 
sequent Office of Indian Affairs review in the spring of that same year revealed 
that of 112 pupils, 106 were either half or full orphans or came from homes in 
which there was alcoholism, neglect or desertion. A later study by the division 
of social welfare brought out that many of the children of Pipestone had known 
little or no family life, were poorly adjusted and unhappy, and withdrawn to 
the point that it was difficult for them to relate to adults and normal living 
conditions. It was clear that healthful, well adjusted and contributing citizens 
could not be produced in an atmosphere such as this. Government’s responsi- 
bility, it was obvious, was to take a hand in providing a more normal, happy 
circumstance of living for these children. 

There had been some gradual withdrawal of children from the Pipestone 
Indian School by local county welfare agencies legally responsible for these 
children in recognition of the fact that the children needed more than was being 
given them at Pipestone. At the outset the plan to close Pipestone involved 115 
Minnesota children residing at Pipestone during the 1951-52 school year. In 
addition an estimated 185 more children were in need of foster care because of 
gross neglect or dependency. This latter number included children who were 
denied admission to Pipestone or who were not referred because of overcrowding, 

As stated in paragraph No. 4 only 5 counties are now receiving Federal funds. 
If all children were covered by the contract 15 counties would be involved. The 
estimated costs are as follows: 

(a) To continue current limited plan, 180 Indian children at $500 per year, 
$90,000. (This would cover all food, clothing, lodging, school expense and 
medical care.) 

(b) To expand program to all Indian children in Minnesota who need special 
care because of dependence or neglect and 100 percent Federal reimbursement, 
400 Indian children at $500 per year, $200,000. (This would cover all food, 
clothing, lodging, school expense, and medical care, including special diagnostic 
service.) 

6. Current Minnesota legislative interest. The letter quoted below is from 
a longtime member of the State legislature who is a banker and creamery plant 
operator in Mahnomen County, a county having one of the largest concentration 
of Indians in relation to total population: 

Waubun, Minn., May 1, 1958. 
Mr. FF. W. Nicnors, Director, 
Division of Social Welfare, 
117 University Avenue, St. Paul, Minn. 

Drar Mr. Nicnors: I wish to thank you for sending me a copy of the summary 

of our 1953 welfare legislation. It serves as a convenient reference. 
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I was also glad to receive a copy of your letter to Congressman Carl Andersen 
I fully concur in your statement and requests pertaining to the Pipestone Indian 
School. 

It seems strange that one of our own represeatatives in Congress should now 
try to disrupt and jeopardize the foster-home plan for the care of Indian children 
which has progressed to the point of absorbing nearly all of the children at 
Pipestone. As I understand it, the enrollment there is now down to 39 pupils. 

I believe the foster-home plan serves to a large extent to dissolve segregation 
and to assimilate the Indians with the general population which seems to be the 
main solution to the Indian problem. 

Yours sincerely, 
[SEAL] JOHN R. BLOMQUIST, 
Representative, 64th district. 


The 1953 legislature authorized the Governor to accept the Pipestone 
Indian School buildings and property for use as a State institution if 
such transfer is deemed feasible by Congress. (See exhibit No. 4.) 

The 1953 legislature established a new interim committee on Indian 
affairs, 5 members from the senate, 5 from the house. This committee 
has not met as yet. (See exhibit No. 5.) 


SUMMARY 


All of the Indian children placed by Minnesota county welfare 
boards are under the custody of ‘a juvenile courts by the authority of 
Minnesota Statutes Annotated 1949, ¢ hapter 260. Children cannot be 
taken from their parents except by court action under this law. The 
law applies to all—White, Negro, or Indian. 

All children were placed in licensed foster homes; that is, homes 
that meet standards set by the State welfare department for all foster 
homes regardless of race or creed. 

Over 90 percent of the Indian children were placed in White homes. 

A complete check is made of each foster home placement. (See 
exhibit 6.) 

More effort has been extended in these cases than in any other situa 
tion because we knew that efforts would be made to discredit the pro 
gram. We welcome any investigation that you wish to make. We 
have pictures of some of the homes if you wish to see them. More 
pictures are being secured. 

On behalf of Governor C. Elmer Anderson and the welfare boards 
of Minnesota I thank you for this opportunity to explain the operation 
of our foster-home program for Indian children. I hope it can be 
continued. 


REPORT OF THE JOINT HOUSE AND SENATE SUBCOMMITTEE ON INDIAN AFFAIRS 


To: Senator Hans C. Pedersen, chairman, senate public welfare committee 
Representative Howard Ottinger, chairman, house welfare committee 


Following a joint meeting of the house and senate welfare committees held on 
February 15, 1951, the following subcommittee was appointed by the respective 
chairmen for the purpose of exploring approaches to solving Minnesota’s Indian 
problem : 

Members from the Senate: Senator Joseph J. Daun, Senator Chris L. Erickson, 
Senator Leonard R. Dickinson. 

Members from the House: Representative Sheldon L. Beanblossom, Repre 
sentative John R. Blomquist, Representative George E. Ericson 

The subcommittee held its first meeting on February 22 at which time Senator 
Daun was elected chairman and Lonis ©. Dorweiler, Jr., was requested to act as 
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secretary Following organization, the subcommittee discussed Minnesota’s 
Indian problem in general terms. 

The next meeting was held on March 5 at which time Dr. R. N. Barr, represent 
ing the State department of health; Mr. Jarle Leirfallom, representing the Stats 
division of social welfare ; and Mr, Roy Larson, representing the State department 
of education met with the committee. This meeting was devoted to arriving at 
a common understanding between representatives of State executive agencies and 
this legislative subcommittee. 

On March 7, the subcommittee, together with the representatives of the excutive 
agencies, met with Mr. Don Foster, director of the area Indian office, and Mr. Ker 
itzgerald, placement officer of the area Indian office, for the purpose of dis 
cussing the Indian problem. At this meeting Mr. Foster stated he was not in a 
position to make commitments for the Federal Government but that he would 
endeavor to have a representative from his Washington oflice come to St. Paul to 
discuss a definite program to aid Minnesota’s Indian population. 

Subsequently Mr. John H. Provinse, Assistant Commissioner of Indian Affairs, 
came to St. Paul and, together with Mr. Don Foster and Mr. Ken Fitzgerald, 
met with the subcommittee on Monday, March 26, for preliminary discussions 

On Thursday, March 29, Mr. Provinse and Mr. Foster again met with the 
subcommittee and Mr. Provinse and the committee agreed on the following 
points: 

1. That the Indian Bureau would endorse the appropriation of funds by 
Congress for payment of general relief or assistance to Minnesota Indians resid- 
ing in distressed counties on tax-free land, but that the Indian Bureau would 
not initiate such legislation. 

2. That the Indian Bureau will endorse repeal of the Federal Indian liquor 
law and legislation delegating law-enforcement power on Indian lands, with 
the exception of the Red Lake Reservation, to State officials, with the under 
standing that existing Indian hunting and fishing rights would be excepted 

3. That the Indian Bureau will place greater emphasis on vocational educa- 
tion and will aid in obtaining funds for the construction of facilities to further 
vocational education where needed by virtue of large concentrations of Indians 

4. The Indian Bureau has requested Congress for additional funds for their 
placement program to be used for on-the-job and apprenticeship training, and, 
if this request is approved, additional funds will be allocated for use in Min- 
nesota. Mr. Provinse stated that they will endeavor to work out programs with 
industry to provide on-the-job training. 

5. The Indian Bureau will request funds from Congress, and if appropriated, 
a foster-home program for the present residents of the Pipestone Indian School, 
and other eligible Indian children will be inaugurated, It is understood that 
this is to be a continuing program and that, if funds are appropriated, a contract 
for the administration of the foster-home program will be negotiated with the 
State division of social welfare. 

6. The Indian Bureau will request funds from Congress for additional public- 

health-nursing services for Minnesota Indians and, if such funds are granted, 
expanded nursing services will be provided through regular State public-health- 
nursing channels by contractual agreement. 
7. The Indian Bureau has requested funds from Congress to provide medical 
services to scattered groups of Minnesota Indians presently inadequately pro- 
vided for and for an expanded dental-care program. If such funds are granted, 
these programs will be expanded. 

Respectfully submitted. 

(Signed) JosepH J. DAuUN, Chairman. 
Curis. L. BRICKSON. 
LEONARD R. DICKINSON. 
SHELDON L. BEANBLOSSOM. 
JOHN R. BLoMQUIST. 
(ikorGeE FE. Ericson. 
Marcu 29, 1951 
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Minneapolis 8, Minn., May 


Memorandum to: Superintendents, Pr pals, and We 
Subject: Applications for E I ; 
stone, Minn 

Latest information from 
enrollment will be limited l 
means that we will be able nroll but 40 new pupils at Pipesto 
school year. 

Dependent Indian children may be admitted to an Indian Service 
school if they have one-fourth or more degree of Indian blood, and if tl 
one or more of the following criteria: 

4. The child is dependent, coming from broken home in which 


(1) One or both of the parents is dead 

(2) One or both of the parents is in a hospital for an indefinite perio 
time; 

(3) The parents are divorced, or one has deserted, and there is no ade 
home maintained ; 

(4) One or more of the parents is in jail and the home is broken; 

(5) Uncontrollable chronic alcoholism, vice, or criminal tenden 
in the home, 


Before a child of elementary-school level, coming within one or more of the above 
categories, shall be admitted to a Federal Indian boarding school, certification 
that no suitable boarding-home-car 
by the welfare worker. 

Bb. The family home is in a remote area not served by either a public or 
Federal school. 

C. The child is a high-school student desiring specific vocational training 
which cannot be obtained in a local publie high school 


e arrangement is available shall be made 


D. Because of local or home conditions which cannot be controlled, the child 
has shown delinquent tendencies, has been before the juvenile court, or has been 
faced with confinement in a corrective institution although there is evidence 
that a suitable instiutional environment may bring about an effective correction 

Applications for secondary-school level only may be submitted for enrollment 
at the Flandreau Indian School, Flandreau, 8. Dak., or Haskell Institute, Law- 
rence, Kans., if applicants are dependent and fall under one or more of the 
above-listed criteria, 

Haskell Institute, Lawrence, Kans., offers post-high-school training to Indian 
youth who are at least one-fourth degree Indian, and who have graduated from 
a high school. See Haskell catalog or bulletin of information for description 
of courses offered. 


ENROLLMENT PROCEDURE 


Prepare three copies of application form 5-192, justifying eligibility for en- 
rollment, in accordance with above-listed criteria. Application form must be 
completed in full and not submitted partially completed. Forward completed 
application to agency superintendent tinder whose jurisdiction applicant 
belongs. 


Don C. Foster, Area Director. 
UNITED STATES DEPARTMENT OF THE INTERIOR 
OFFICE OF INDIAN AFFAIRS 


Between the Office of Indian Affairs and the division of social welfare for foster 
care of dependent and neglected Indian children residents of the State of 
Minnesota : 


It is agreed that— 
1. The Indian children to be covered by this agreement are defined as follows: 
(a) A child who is the legal responsibility of either of the two groups 
of counties hereinafter described : 
(1) A distressed county as defined by chapter 716, section 
11, Minnesota Session Laws of 1951. 
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(2) A county which has an Indian population of more thar 
1,400 as shown by the United States Bureau of Census 
Report of April 1950, and who is— 
(b) One-fourth or more Indian blood, and who is 
(c) A dependent or neglected child as defined by Minnesota Statutes 
Annotated, section 260.01. 

2. “Foster care” as used in this memorandum of agreement shall mean the 
same type of care as is provided under State standards for dependent and neg 
lected children who are wards of the director of social welfare; i. e., includes 
board, room, and care in a private home or child-caring institution, clothing, 
schooling, and medical care but will not include care of children eligible for 
social-security aids such as aid to dependent children. 

3. It is agreed that the director of social welfare, through the county welfare 
boards of the counties described in paragraph 1 above, will make the necessary 
social investigations to determine whether or not such children are eligible 
within the provisions of section 1, and also that where eligibility is found, he 
will arrange to provide for foster care in the same manner as for other children 
placed under similar conditions, and to pay for such care subject to reimburse 
ment as herein provided. 

4. It is agreed that the director of social welfare shall submit monthly to 
the area director, Bureau of Indian Affairs, a list of the children placed in foster 
homes under this agreement and the total expenditures for each child. 

5. It is agreed that the area director, Bureau of Indian Affairs, shall arrange 
to promptly pay such statements of expense to the State of Minnesota through 
the director of social welfare. 

6. It is agreed that the maximum liability to the United States of America 
under this contract, unless modified by mutual agreement, shall be $72,231. 
Any savings in cost of operating the Pipestone Indian School will be made avail- 
able for this program to the extent needed. 

7. It is further agreed that the director of social welfare will secure for al! 
dependent and neglected Indian children regardless of residence the same type 
of care provided for under this agreement for dependent and neglected Indian 
children who are residents of the specified counties. 

8. It is further agreed that an accredited representative of the Office of Indian 
Affairs shall be authorized to examine State and county social records of children 
covered by this agreement upon request to the State agency. 

9. It is further agreed by both parties that a foster home program as herein 
defined cannot successfully be executed on a short-time basis, and that both 
parties will make every effort to extend the contract on a basis that will permit 
permanent planning for these children. 

10. The period covered by this contract is October 1, 1952 through June 30, 1953 

MINNESOTA STATE DEPARTMENT OF WELFARE, 
By F. W. Nicnots, Director. 
BUREAU OF INDIAN AFFAIRS, 
MINNEAPOLIS AREA OFFICE, 
By Don C. Foster, Area Director. 


Norre.—The foregoing contract was approved by Dillon 8S. Myer, Commissioner 
of Indian Affairs, by telegram dated August 29, 1952. 


SENATE FILE 17388 (CH. 727) 


AN ACT Relating to the leasing or acquisition of a certain Federal institution by the 
State; providing for the use thereof by the State: appropriating money therefor 
Be it enacted by the Legislature of the State of Minnesota: 

Section 1. The director of publie institutions is empowered to enter into a 
lease with the United States of America, or any authorized department or agency 
thereof or to acquire by gift, for use by the State for the purposes hereinafter set 
forth the institution owned by the Federal Government and known as the Pine 
stone Indian School of the Bureau of Indian Affairs located in Pipestone County 
The lease or instrument of acquisition by gift, referred to above, shall not be 
effective until approved by the Executive Council. 

Sec. 2. The institution referred to in section 1 hereof, if leased to or acquired 
by the State, shall be, for such period of time as it may be operated by the State 
a State institution within the department of public institutions and subject to 
the control and supervision of the director of public institutions. 
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Sec. 3. The institution referred to in section 1 hereof, if leased to or acquired 
by the State, shall be used for the care and treatment of mentally deficient persons 
or of persons afflicted with alcoholism, as may be determined by the director of 
public institutions with the approval of the Governor. Said institution shall be 
known by such name, prefixed by the word “Pipestone” as the director of public 
institutions, with the approval of the Governor, may determine 

ANCHER NELSEN, 
President of Senate 
H. Y. Torsey, 
Apri? 21, 1953. Secretary of Senate. 
JOHN A, HARTIE, 
Speaker, House of Representatives. 
G. H. Leany, 
April 21, 1953. Chief Clerk, House of Representatives. 
Signed by: C. ELMER ANDERSON, 
Grovernor 
April 24, 1953. 
Filed April 24, 1953 Mrs. Mike Horm, 
Secretary of Siate 


CONCURRENT RESOLUTION No. 9 


enate Joint Resolution—A JOINT RESOLUTION of the Senate and House of the State of 
Minnesota creating a committee of members of each body to formulate a progra 
reference to the needs of persoas of Indian blood residing in the State of Minnesota 
on submission to approval of said program by the legislature the committee will pro 
to Washington and make known to the officials of agencies of the Federal Government 
charged with the administration of Indian affairs the program approved by the Legislature 
of the State of Minnesota and report back to the legislature its activities and result 
and creating said committee to be an interim committee to report back to the 1955 session 
of the legislature 


and 


Whereas the number of persons of Indian blood has been increasing in the 
State of Minnesota at a relatively rapid rate; and 

Whereas the State of Minnesota and many of its counties has for the past 
several years found it necessary to assume all or the greater portion of the cost 
of maintaining needy persons of Indian blood; and 

Whereas the financial burden of the State of Minnesota and its counties is 
becoming increasingly serious; and 

Whereas the Bureau of Indian Affairs has closed needed institutional facili 
ties for persons of Indian blood in Minnesota and proposes to close the Pipestone 
Indian School at Pipestone, Minnesota, and has not made available funds for 
care and placements of its inmates in lieu thereof, and has not made available 
the amount of funds to the State of Minnesota for the care of such persons who 
are suffering from tuberculosis as is required for such care and treatment, thus 
creating a serious public health menace in the State of Minnesota; and 

Whereas this legislature has been reliably informed that the Bureau of Indian 
Affairs, in cooperation with other agencies of the Federal Government, is par 
ticipating financially in grants of public assistance made to persons of Indian 
blood residing in States other than Minnesota ; and 

Whereas it is absolutely essential that this legislature, while it is in session, 
obtain reliable information as to exactly what assistance other States are re 
ceiving from the Federal Government and just what plans, if any, the Bureau of 
Indian Affairs bas with reference to alleviating the social and financial problem 
of persons of Indian blood residing in the State of Minnesota; and 

Whereas it appears that the only satisfactory method of ascertaining these im- 
portant and necessary facts is to have a committee consisting of members of 
both the Senate and House promptly proceed to Washington and there confer 
with the congressional delegation from the State of Minnesota, officials of the 
United States Department of Interior and Bureau of Indian Affairs, the Federal 
Security Agency, and any other agencies of the Federal Government directly 
or indirectly involved in the supervision and administration of Indian affairs: 
Now, therefore, be it 

Resolved, That a committee he established consisting of five members of the 
Senate to be appointed by the Committee on Committees of the Senate and five 
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members of the House of Representatives to be appointed by the Speaker. Ths 
appointments to such committee shall be made promptly upon the passage of this 
resolution: Be it further 

Resolved, That the committee hereby created and established is authorized and 
directed to formulate a program for the proper treatment of Indian citizens of 
Minnesota and report their agreement on such program to the legislature before 
March 10, 1953. After the approval of such program, the committee is author- 
ized and directed to promply proceed to Washington and there confer with and 
make known to the congressional delegation from the State of Minnesota, officials 
of the United States Department of Interior and Bureau of Indian Affairs, the 
Federal Security Agency, and any other agencies of the Federal Government d 
rectly or indirectly involved in the supervision and administration of Indian af 
fairs, the social and financial problem of persons of Indian blood residing in the 
State of Minnesota and said committee is further directed to urge the Federal 
Government to take immediate steps to assume its financial and social obligation 
toward these needy persons, and shall report promptly their results to the legis 
lature upon their return: Be it further 

Resolved, That such committee shall continue in being as an interim committee 
to go to Washington if necessary to carry out the mandate of the legislature; and 
counsel and advise the Director of Social Welfare on any matter relating to I 
dian Affairs. Any and all contracts entered into by the Director of Social Wel 
fare for and in behalf of the State of Minnesota with the Bureau of Indian Af 
fairs, the Federal Security Agency, or any other agency having power to con 
tract in the name of the Federal Government on Indian affairs shall be by and 
with the consent and approval of such interim committee. The interim com 
mittee will report its results and activities to the legislature by January 13, 
1955: Be it further 

Resolved, That the members of this committee shall be allowed and paid for 
all expenses incidentally and necessarily incurred in the performance of their 
duties out of legislative funds; and that the sum of $3,000 is hereby appro 
priated out of the legislative expense fund to pay expenses incurred pursuant to 
this resolution. 


BonNEVILLE Power ADMINISTRATION 


STATEMENT OF HON. RUSSELL V. MACK, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON 


GENERAL STATEMENT 


Senator Dworsnak. I see that we have Congressman Mack of 
the State of Washington. Would you like to m: ake a brief statement? 

Representative Mack. Mr. Chairman, and members of the com- 
mittee, I thank you for this opportunity of appearing here. The 
Interior Appropriation bill, last year, provided $66,583,000 for the 
building of Bonneville powerlines and substations in the Pacific 
Northwest. 

Secretary of Interior McKay recommended that $55,200,000 be 
provided for the coming year to continue this powerline-substation 
construction program. Ifthe Secretary’s proposal were accepted, the 
saving would be $11,383,000 from the amount spent last year or a 
saving of 17 percent. This saving of 17 percent if applied to every 
agency and department of the Federal Government would mean an 
overall budgetary saving of about $12 billion, or an adequate sum to 
balance the budget and leave something over for tax reduction. 

We of the Pacific Northwest do not object to this 17 percent saving. 
We are willing that it should be made to the end that the budget may 
be balanced. 


HOUSE REDUCTION 


The House, however, has cut Secretary McKay’s recommendation 
of $55,200,000 for Bonneville construction to $38,300,000. This is 37 
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percent under what was spent last year and i is unreasoni ably deep and 
if carried out will leave the Northwest with inadequate powerline 
facilities to distribute the power which new dams, now nearing com- 
pletion, will generate. 


PROJECTS PARTIALLY COMPLETED 

The Federal Government today is engaged in building a numbe! 
of large power-producing dams in the Pacific Northwest—MeNary, 
Chief Joseph, Hungry Horse, Lookout Point, the Detroit, Albeni 
Falls, and The Dalles. These dams are not new starts. They are 
already under construction. Some of them are nearly finished. 

By 1960, these dams, now under construction, wiil have increased 
the power production of the four Pacific Northwest States to thre 
times what it is today. Last year, the Bonneville Power Adminis- 
tration had power sales of $38 million. Bonneville experts now esti- 
mate that by 1960, at present rates, its power sales will total approxi- 
mately $115 million or be three times those of last year. 

Obviously, a business which expands its sales threefold cannot get 
along with last year’s equipment. 

If a trucking company were to expand its business threefold it 
would need a larger fleet of trucks. If a railroad were to increase its 
traflic threefold it would require additional locomotives and freight 
cars to handle its increased traffic. When the Bonneville Power 
Administration expands its business threefold, as it will between 
now and 1960, it will require more transmission lines. If these lines 
are not constructed the Bonneville Power Administration will not 
have the facilities to distribute the power which the dams now building 
will create. 

It appears to me as good business for the Government to build these 
lines for by doing so it will be providing for the sales of all power 
generated with the result that the revenues derived from these sales 
can be used to return to the Federal Government the money invested 
in Columbia River dams and distribution systems. 


REPAYMENT TO GOVERNMENT 


These powerlines, in the final analysis, will not cost the taxpayers 
of the Nation one dollar. The Bonneville Act provides that Bonne 
ville Power Administration must charge high enough rates on the 
power it sells to pay back to the Federal Government within 50 years 
all of the money, with interest, it invests in power production and 
distribution facilities together with all of the cost of operating them. 

The Bonneville Power Administration has been doing an admirable 
job in fulfilling this responsibility. Since its establishment the Bonne- 
ville Power Administration has paid back to the Government $83,578,- 
000 toward paying off the principal invested in these power dams and 
powerlines and in addition has paid the Government about $63 million 
in interest on this capital investment. 

Last year, alone, profits of the Bonneville Power Administration, 
applied to paying off the debt on the power dam and powerlines, 
exceeded $14 million. Since power sales, by 1960, will be three times 
what these were this year, profit by 1960 from power sales should be 
three times the more than $14 million earned this year. Out of these 
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earnings the money invested in dams and powerlines eventually will 
be paid off. 

Senator DworsuaKk. Are there any questions / 

Representative Mack. I am hopeful that the Senate will restore 
the full amount that Secretary McKay requested, $55,200,000. 

Senator Haypen. I understand that the progress of construction on 
the dams themselves and on the powerplants is progressing regularly ? 
Representative Mack. Yes, sir. 





NEED FOR TRANSMISSION LINES 








Senator Haypen. And it is your idea that transmission lines should 
be constructed to coincide with the time when the power is available / 

Representative Mack. That is correct, and they must be continued 
for the next 3 or 4 or 5 years to provide this loop system which will 
distribute the power. 

Senator Haypen. I again inquired about the completion of the 
installation of the power-generating facilities at Chief Joseph of the 
Army engineers the other day and they said it was coming along. 

Representative Mack. That is true of McNary, Albeni Falls, and 
Lookout Point. Some of those dams will be in production next year, 
Senator 

Senator Haypren. You believe that this should be appropriated to 
properly synchronize the development ? 

Representative Mack. Yes, sir; I do. 

Senator Dworsnax. The committee will now hear Mrs. Hattie 
Twiss, representing the Pine Ridge Reservation. 


OGLALA SIOUX TRIBE OF THE PINE RIDGE RESERVATION, 8. DAK. 
STATEMENT OF MRS. HATTIE TWISS, DELEGATE 
GENERAL STATEMENT 


Mrs. Twiss. I am Hattie Twiss, official delegate of the Oglala Sioux 
Tribe of the Pine Ridge Reservation. 

On behalf of the Oglala Sioux Tribe of South Dakota, which has 
asked me to present certain matters before your committee, I want to 
express our appreciation for the opportunity that is being given to 
me. I realize that this committee has very great responsibilities 
involving large sums of money. The matter which I want to present 
is a very small matter in terms of dollars. But in terms of human 
lives it is something of very great importance to my people. The 
Oglala Sioux Tribe is the largest tribe in South Dakota, with a popu- 
lation of about 11,000. Weare among the poorest tribes in the United 
States. We have no timber income, no mineral income, and very little 
of any other income. We have one great asset, and that is our chil- 
dren. We are sending all our children, or practically all our chil- 
dren, to school and hope that the next generation will be able to take 
its full place on the American scene alongside of our other citizens 
of all other races. If we can raise our children to that level, your 
committee won’t have to concern itself with our problems any more. 
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CONDITION OF DORMITORIES 


We have more than 1,000 children in elementary schools now. The 
lives of most of these children are in very grave danger at this time. 
Most of these children are nae in dormitories and other buildings 
that are not fit for huma occupancy as they now stand. One 
of them has been condemn on for many years and others are firetraps 
that put the lives of our children in grave jeopardy. Furthermore, 
the health of our children is gravely affected by the lack of a cooling 
system for the milk supply at our Oglala Community High School. 

We would like to ask this committee to make provision to see that 
these condemned buildings and firetraps and inadequate water and 
cooling systems are replaced by modern up-to-date safe and healthful 
structures. But if that cannot be done at once, we ask at least that 
funds necessary for emergency repairs on these buildings should be 
included in the pending appropriation bill, which wa committee is 
now considering. We think probably an appropriation of $50,000 
would cover the immediately necessary repairs and ' agave ment and 
eliminate the serious hazards to the lives and the health of our 
children. 

OGLALA COMMUNITY HIGH SCHOOL DORMITORY 


At the present time, approximately 300 of our boys are housed in 
the Oglala Community High School boys’ dormi tory. This buildin 
has been condemned for many years. It has serious cracks in the wall 
and is likely to collapse at any time. We aca like to see the build- 
ing replaced with a modern up-to-date school dormitory building, 


and we have been advised that the cost of such a replacement along 


with necessary equipment would be in the neighborhood of $400,000. 
That is what we would like to have done. But if that cannot be done 
at this time, we ask at least that ecnentia! repairs be made to safe- 
guard the lives of these 300 boys. Our local principal has estimated 
that such repairs would cost about $30,000. ‘These schools are it- 


tered over a large area, you see. ‘The reservation is very large. 
KYLE, WAMBLEE, AND PORCUPINE SCHOOLS 


We have three other schools at Kyle, Wamblee, and Porcupine, 
where children are now sleeping in emergency aie oan These 
are actually garages, basements, or gymnasiums without proper doors 
to keep out the snow in the wintertime, without proper leh ti ie (and 
the children have to do most of their studying in these dormitories) 


and without proper heating or ventilation. Many nights the snow 
will sift in through the doors and it is very cold in that room. These 
buildings were not designed as dormitories. They have no adequate 


fire escapes, and the lives of our children while they are in these 
buildings are in grave jeopardy. We ask that the essential repairs 
needed to safeguard the lives of our children should be made in these 
three buildings without any delay. 


ALLEN SCHOOL 


In our school at Allen, we have no reliable water supply and the 
health of our children at this school is in serious danger as a result. 


82224—53—pt. 2-29 
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We lost many days last winter because we did not have any. Ther 
were no wells near so we had to close the school down. We ask that 
this committee see that appropriations are made to provide the schoo! 
with a safe and adequate water system. 






SCHOOL DAIRY 







My final request has to do with the school dairy at the Oglala Sioux 
High School which now provides milk for more than 500 children 
In fact, for all but a very few of these children, the dairy provides 
the only milk that they get during the course of the whole yea 
This dairy has no cooling system and the result is that in warm 
weather especially by now, we generally have to throw out the entire 
day’s milk which comes to 100 gallons or more. It is certainly bad 
business to save money on a dairy cooling system and throw out 100 

allons of milk a day. But apart from the dollars and cents side of 
this there is the question of the health of our children. Many of ow 
children have serious dietary deficiencies which makes it especial] 
easy for them to get tuberculosis and other diseases. 











































NEED FOR NEW DAIRY 


A reliable milk supply is an essential part of the health of our fu 
ture generations. The Indian Bureau thinks that we should have an 
entire new dairy, which would cost about $23,000. If that cannot be 
arranged at this time, we ask at least that a milk cooling system be 
set up which would cost only a small part of that figure. 

One thing that this committee will realize, and I am sure that our 
good friend, Senator Mundt, knows this, is that on our Pine Ridge 
Reservation, our children are scattered over such great distances and 
roads are so poor that it would be impossible for them to get to school 
at all if we were to abolish the dormitories at which many of them now 
stay during the school year. A large part of the Pine Ridge Reserva- 
tion lies within the unorganized counties of Shannon and Washabaugh 
in the State of South Dakota. If the dormitories were abolished there 
there is no possibility that the State would be able to set up public 
schools to provide schooling for the children that are now using these 
dormitories. Similarly, because of the poor roads and the great dis 
tances there is no way for 95 percent of our Indian families to get 
milk from any commercial dairy. We could not get milk from a con 
mercial source at this Oglala Community House. We could purchase 
it but the distance prevents us from getting it. 

Senator Extenper. Who owns that dairy ? 

Mrs. Twiss. The school itself. 

Senator Extenver. It is operated at Government expense ? 

Mrs. Twiss. Yes. 

Senator Exitenper. Is any of that milk furnished to the families 
living on that reservation ? 

Mrs. Twiss. No; it is furnished to the children. 

Senator Exienper. All at Government expense ? 

Mrs. Twiss. Yes. 

Senator ELtenper. What do the parents do? Does not the Federal 
Government pay the board of the children when they are in school? 
Mrs. Twiss. A good share of them they will have to board there. 
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There Senator ExLenver. What do the parents of those children do in 
< that order to assist the Government and take care of them while they are 
choo! at school. For instance, feeding them? 
Mrs. Twiss. They just clothe them. 
Senator Exxtenver. That is all? 
Mrs. Twiss. They have to clothe them and they help with other 
Sioux things; you know, assist with the work around, but that is about as far 
idren. as they go. . . 
wides Senator Exttenper. Who operates the dairy? You say that the 
year. Government does ? : 
he Mrs. Twiss. The school, the children themselves. 
mire Senator Exienper. The children who live at the school? 
y bad : 
it, 100 FACILITIES OPERATED BY SCHOOL CHILDREN 
meet Mrs. Twiss. Yes. ‘They work at the dormitory. They operate all 
sially their own facilities like their laundry, and do up their own dishes 
pansy and prepare their own meals with the help of employees. 
Senator DworsHak. Is the Oglala School a boarding school ? 
Mrs. Twiss. Yes. 
Senator Dworsnak. Is it attended entirely by Indian children? 
~~ Mrs. Twiss. Entirely by Indian children. 
ve an Senator Dworsnak. Is it maintained by the Indian service? 
ot he Mrs. Twiss. Yes. You see, our land is in trust although we get sup- 
wet the port from the Federal Government. at 
Senator Munpr. Tell the committee how many white people live in 
t otir the county. ; AS Lag, 
lidow Mrs. Twiss. We have about 125, families in the whole county. 
al Senator Extenver. How much of the county is in the reservation ¢ 
tinal Mrs. Twiss. All of it. All of Shannon County and all of Washa- 
how baugh County and part of Bennett County are in it. 
erva- 
augh TAXES 
— Senator Munpr. What about the taxes, what becomes of those? 
<p Mrs. Twiss. We use it in our public schools. We have about 2,527 
| lic. children on our last census—224 are in public schools, 79 of these 
park | children are progressive Indians that attend the public schools, the 
ee : balance are Indians, which leaves twenty-two-hundred-some-odd i 
se the F ederal schools. ua i 
Senator Eitenper. To what extent does the Federal Government 
assist in helping you out in school, other than the boarding schools 
that you speak of now? 
Mrs. Twiss. Well, the *y give us so much to help them with our 
hot-lunch program if they sponsor a noonday meal. They help us with 
nilice tre ansportation. 
Senator Eirtenper. How about the pay of the teachers? 
Mrs. Twiss. They don’t help us with any of the teachers. They 
: pay tuition for these children. 
Senator ELttenper. How many schools are there in the reservation 
Bia? that are entirely maintained by the Federal Government, do you 
001? know ¢ Z i 
a Mrs. Twiss. No. Off the record, I would say I am not sure but we 


have two very large schools and a parochial school. Appropriation 
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is made to that. That is the Holy Rosary School. We have the 
Oglala School, the boarding school. We have many small schools. 
We have three consolidated schools. 


TOTAL CHILDREN IN GOVERNMENT OPERATED SCHOOLS 


Senator Evienper. What percentage of the children that go to 
school attend these schools maintained by the Federal Government ? 

Mrs. Twiss. 7 I would say only about our county alone, not in 
Washabaugh. I don’t know the figures for Washabaugh and Bennett, 
but in our county alone I would say there would be 146 white children 
in the county. Those are in the school that I have supervision of. We 
do not sponsor a high school. We do not have a high school in the 
county. A good many of our white children enter the Federal school 
as paid tuition children. 

Senator ELtenper. You misunderstood my question. f all the 
children who attend school in your county, how many go * schools 
that are maintained entirely by the Federal Government ? 

Mrs. Twiss. Two hundred and twenty-four from 2,527. 

Senator ELteNnper. In other words, just a little less than 10 percent 
of the children? 

Mrs. Twiss. Attend public schools, and the rest, we will say, 90 
percent, attend the Federal schools, and we are so scattered out and 
Senator Mundt can bear me out on that fact, that it is really a prob 
lem to establish schools in all these areas. 

Senator Munpr. It is a problem similar to one with which Senator 
Hayden is familiar. I am sure that Senator Hayden will appreciate 
that because he has about the same situation. 

Senator Haypen. I was going to remark that this reminds me of 
the situation in the Navaho country except that the Navaho has to 
move about following the flocks and herds whereas your Indians are 
located on tracts of land where they have homes. 

Senator Munpr. Yes, but they are in the cattle business and it is 
impossible to go into the ordinary type of farming. 


MIGRANT LABOR PROBLEM 


Senator Haynen. The principal industry is raising cattle? 

Mrs. Twiss. The other thing that we have is the migrant labor 
problem. Many Indians go out to work and there is a problem. 
When they go to Rapid City to go to work, they leave their children 
in the dormitory because they cannot take them along. 

Senator Dworsuak. Do you mean children who do not attend 
school regularly ¢ 

Mrs. Twiss. They leave the children in the dormitory so that they 
will be at school. Man y of them go to the Nebraska beet fields. 

Senator Munor. Similar to your situation in Arizona and New 
Mexico. 

Mrs. Twiss. When they come back they can get along for a certain 
length of time but in Janu: ary and F ebru: ary we have that relief time 
again. All that time all their savings are gone. 

Senator Dworsnak. You said that they leave their children at the 
dormitories when they go out to work. Do those same children noi 
attend the school all year? 

Mrs. Twiss. Yes. 
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Senator Dworsuak. Then they go to school there all the time. That 
is no additional burden, is it? 

Mrs. Twiss. No, it isn’t. We have a few cases that they keep their 
children most of the year but in a certain space there they leave their 
children at these emergency dormitories while they are gone so that 
the children won’t miss. They go and come back and when the y come 
back they take the children back. 

Senator Dworshak. Is this during vacation ? 

Mrs. Twiss. No, during the school year. 

Senator Munpr. The difference being that if they were not migrant 
laborers, if the ground were available and the climate such, they could 
build a farm home and a school and the children could go back and 
forth, but they cannot do that. 

Senator DworsHak. But these children do not live with they 
parents at any time. They live in the dormitories whevher their 
parents are residents or migrant. 

Mrs. Twiss. It depends on location. Some live in Pine Ridge and 
keep their children except at times when they are gone to work. 

Although I am testifying as a representative of the Oglala Sioux 
Tribe, it so happens that I am the county superintendent of schools of 
Shannon County. Our county is so poor that we cannot afford many 
of the activities that the organized counties of South Dakota carry 
out; that is, of taking care of the children who are in the Federal 
schools. We feel that the children are doing well in the Federal 
school system. 

Senator Munpr. Mrs. Twiss, which children do you think do better 
educationally, those in the boarding schools or those in the public 


schools over which you have jurisdiction ? 


COMPETITION WITH WHITE CHILDREN ADVANTAGEOUS 


Mrs. Twiss. I think those that associate with the white children. 

Senator Munpr. You think that competition with the white chil- 
dren helps? 

Mrs. T'wiss. Yes. However, our school systems in the Federal sys- 
tem are very good. We went in together this year and tested them 
and found that, as far as ability and I. Q. hes rate the same. 

Senator Munpr. They fo llow the ican ir South Dakota course of 
study ? 

Mrs. Twiss. Yes, and they are doing an excellent job. 

Senator Munpr. The on ily thing the *y lack is competition with the 
white children which ordinarily seems to produce better results 


ACCOMPLISHMENTS OF GRADUATES 


Mrs. Twiss. Yes. They are getting that. We feel that we are mak- 
ing strides in Pine Ridge. I am proud of them. I have worked with 
them on all of these things in testing, and I think that they are doing 
a competent job. However, it takes time. We feel that we have 
many children that have graduated. Now we have few college grad- 
uates that are coming back to teach this year in a setup in a Federal 
community high school. We have other college graduates that are 
nurses. We have many boys in the Armed Forces today that are 
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doing competent jobs because of their good education from the Fed- 
eral school. So we feel that they are doing a competent job. 

Senator Dworsuak. If there were white public schools available, 
the Indians in your area. would prefer to send their children to those 
instead of having their own segregated schools? 

Mrs. Twiss. Yes. The high school, of course the white students 
may attend the high school and the county pays the tuition for them, 
and a number of them do attend because we feel that we have a very 
good high school. 

USE OF TRIBAL CLERKS 


Still, we look forward eventually to taking over the whole problem 
of public schooling for Indians and whites alike in Shannon County 
us a county responsibility. If the Federal Government would put 
these school facilities in proper order, we could hope to reach that 
goal in the near future. As if is now, we could not possibly be ex 
pected to step into a situation where the Federal Government has 
failed to live up to the most elementary standards of health and safety. 
These requests that I make on behalf of my Oglala Sioux people 
might be carried out without any actual addition to the appropria- 
tions for the Indian Bureau. We think that at the present time a 
substantial part of the money spent by the Indian Bere au on the 
affairs of our people is wasted. We think that money is spent on work 
in the Aberdeen area office which could be done more cheaply and 
efficiently by our own tribal clerks whom we are paying out of our 
own income. While the superintendent would still have some general 
supervisory authority as long as the Federal Government holds the 
land in trust, there would be no need for a force of Federal officials 
to make leases for us, frequently without our consent, if we were given 
greater responsibility. We, therefore, think that savings could be 
made which would make up for the amounts that we are asking to 
safeguard the health and sa fety of our school children. 


HEIRSHIP DETERMINATIONS 


In conclusion, I should like to express the hope that this committee 
in making savings in the Indian Bureau budget will not do anything 
that will reduce the efficiency of the health and education services that 
are now supplied by the Federal Government to our children. These 
are the two services that are essential from the standpoint of the 
Indian people. Better roads would contribute to a more rapid prog- 
ress too. Most of the other activities in the Indian Bureau could be 
dispensed with, if necessary, if we were allowed to handle more of 
our own affairs. There is just one other activity which Congress has 
authorized the Indian Bureau to handle for us, and which is a matter 
of great importance to us, which I should like to mention before I close. 
That is the or ge of heirship and probate determinations. Within 
the past 3 years, Indian Bureau inheritance examiners have spent 
only a few ave ‘on our reservation. More and more of our land is 
tied up in pending estates and none of us are able to utilize it. What- 
ever other cuts may be made in Indian Bureau appropriations for 
the management of Indian property, we hope at least that no cuts will 
be made in the funds provided for inheritance examiners. 

Senator DworsHak. Does that complete your statement ? 
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Mrs. Twiss. May I thank you again for your kind attention. 
Senator Munpr. Thank you for a very informative statement. 


KLAMATH INDIAN TRIBE, OREGON 


STATEMENTS OF BOYD J. JACKSON AND WADE CRAWFORD, 
DELEGATES 


GENERAL STATEMENT 


Senator Dworsuax. Would you gentlemen identify yourselves for 
the record? Do both of you want to make statements ¢ 

Mr. Jackson. Mr. Chairman, I think that I will give way to Mr. 
Crawford and let him lead off and, if there is anything to pick up, I 
will do that. 

Mr. Crawrorp. My name is Wade Crawford. Iam a delegate for 
the Klamath Tribe in Oregon. 

This is Mr. Boyd J. Jackson, the other delegate from the tribe. 

Mr. Chairman, we have a short amendment here that we would like 
to offer to the committee, to be attached to the Interior bill. I will 
read the amendment. 


SUGGESTED AMENDMENT 


No part of the tribal fund of the Klamath Indians shall be used without the 
consent of the Klamath General Council. No part of the tribal fund of the 
Klamath Indians shall be used for purchasing allotted lands or timber on allotted 
lands. Provided further, That the above amendments shall not apply to the 
Klamath Tribal Loan Board or lending agency. 


bill 


Last year, Mr. Chairman, the Congress passed the Interio 
this 


which is now Public Law 470 in the 82d Congress, which ha 
language on page 6: 


r 
] 
t 


Provided further that no part of this appropriation or other tribal funds shall 
be used for acquisition of land and water rights within the States of Oregon, 
Washington, Wyoming, neither within or outside the boundaries of the exist 
ng Indian reservations. 

That language is affecting our loan agency, which is entirely 
handling our tribal funds. The General Accounting Office has ruled 
under this language that our loan board or lending agency is not 
permitted to make loans to the individual Indians to purchase land. 

Senator Haypen. Individual Indians would want to purchase land 
within the reservation ? 

Mr. Crawrorp. Yes. The members of the Klamath Tribe have at 
different times made applications to the loan board to buy out some of 
the heirs in some of the entangled heirship allotments. For example, 
there may be 15 or 20 heirs to 160 acres of land, and 1 member would 
like to buy out the other 15. 

Senator Haypen. So he would borrow money from the tribal fund 
to do that? 

Mr. Crawrorp. Yes. The loan would be secured by that land and 
other assets the borrower would put up for security. 


GENERAL ACCOUNTING OFFICE RULING 


Senator Haypen. Did the General Accounting Office ever make a 
ruling of this kind before? Is this something new? 
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Mr. Crawrorp. It started last year, on account of this language. 

Senator Haypen. Because the theory on which this language has 
been included in this bill, repeated year after year, was that they did 
not want money taken out of the Treasury of the United States for 
purposes of the acquisition of land. In Arizona particularly we are 
concerned about increasing the size of the reservations by the Govern 
ment getting additional land added to it, because the lands are not 
taxed. Inside of the reservations, I am not so familiar with the situa- 

tion, but I do not think it was ever the intent of Congress that we 
should interfere with the use of tribal funds on making a tribal loan 
to a member of the tribe. 

Mr. Crawrorpb. Last year, the General Accounting Office made that 
ruling, and it has stopped all the loans on the individual applications 
for buying land. Therefore, we suggest this amendment. 

Senator DworsHak. Are you not satisfied with the provision which 
is ineluded in this year’s language: 

Provided, however, That no part of this appropriation or other tribal funds 
shall be used for an acquisition of land or water rights, within the States of 
Nevada, Oregon, Washington, or Wyoming, either inside or outside the boundaries 
of existing reservations? 

Mr. Crawrorp. Yes. In our amendment that we have suggested 
there, we wholeheartedly agree with the law. 

Senator ELtenper. But you want to permit your council to lend it? 


OPPOSITION TO USE OF TRIBAL FUND 


Mr. Crawrorp. We want individual Indians to be able to borrow 
from our existing loan board to buy individual land for themselves, 
but we are opposed to using our tribal fund to buy more land and add 
to the tribal land. For example, we have over one-half million acres 
now in tribal land that we are not using ourselves, as individuals; that 
we are leasing to non-Indians. So we have got more tribal lands here 
now than we are using. We don’t want to add to them. 

Senator Haypen. Mr. Chairman, the clerk directs my attention to 
a statement that we made in the report last year that reads: 

This amendment, as it appears in this act and prior acts is not intended t 
prohibit the acquisition by individual Indians of patent taxable land, but only 
intended to prohibit the type of acquisition which would result in the removal 
of land from the tax roll. 

That being the case, it seems to me that the ruling of the ¢ ‘omptroller 
General is in direct conflict with what the committee said. 

Senator Exvtenper. That is the report, not in the law, Senator. 

Senator Haypen. That is right. 

Mr, Crawrorp. We would like to have it in the law, so that that 
will guide the General Accounting Office, Senator Hayden. They 
might be technical in saying, “Referring to patented lands.” These 
lands that the Indians are wanting to buy from one another are re- 
stricted lands, held in trust. 

Senator Haypen. That may be a trust patent, very different from a 
fee patent. I suggest that the clerk of the committee contact the 
General Accounting Office and find out what they intended, and how 
this amendment would fit in with what they had in mind. 

Senator ELLenper. You might call attention to the language of 
the report. 
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Senator DworsHax. Mr. Jackson, do you want to add anything 
here ? , ; 

Mr. Jackson. Mr. Chairman and members of the committee, not 
only to follow up the statement as offered by Mr. Crawford, but in 
addition to what he has said, I might say that during my appearance 
here at the last session ot Congress, we raised the question as to the 
interpretation of the language that we are questioning now, and I 
had submitted to the Indian Office a statement asking for clarification, 
and so far have not received any answer. 


CLARIFICATION OF LANGUAGI 


Hence our position is that we would like to have the language either 
deleted or clarified to a point as to where and how we can operate. 

Senator Haypen. You might also inquire in the Indian Office about 
it, Mr. Clerk. 

The Cierx. I will look into the whole matter. 

Mr. Jackson. I would like to restate another matter at this time. 
I have made a statement before the House Appropriations Committee, 
that was with reference to the continuation of the area office setu 
that is maintained by the Service at Portland. We think and we be 
lieve that this setup should be set aside insofar as our Klamath 
operations are concerned. 


ABOLISHING AREA OFFICE 

Senator Dworsnax. Do you mean that you prefer to deal directly 
with the Washington office’ 

Mr. Jackson. That is right. We feel that the present setup is cum 
bersome and only means that our business would have to be channeled 
from our agency level to Portland and then over here. 

For example, we had a movement that was proposed to provide a 
health fund setup. Since our being here from the fore part of Janu 
le to finally vet the 

* : 


ary up to the present time, we have not been ab 
proposed setup established. By that 1 1 l i rh 

month of April Mr. Crawford visited the reservation, and 

the plan with the area director’s health officer and our own 

and the plan was approved at our local levei with all the me rs 
understanding what was to happen. That pian has not as yet reached 
the Washington oftice because ol the channel Y that is required and 
necessary under the present system. For that reason and other 


reasons we believe that the area office doesn’t fit into our picture and 
a lot of money is going to waste that we think might be going directly 
to the education of the Indian public. 

That is the sum and substance of my statement, Mr. Chairman, and 
unless there should be questions, that 1s all. 

Senator DworsHak. We are pleased to have your views on that 
specific problem. 


COUNCIL APPROVAL OF USE OF FUNDS 


Mr. Crawrorp. Mr. Chairman, there is one other amendment that 
we have offered there, that no part of the Klamath tribal funds should 
pe used without the consent of the Klamath General Council. 
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1954 BUDGET 


We would like to have an understanding with Congress and with 
the Indian Bureau and all concerned, as to what part we play in ap- 
proving of our budget each year. Our budget for the fiscal year of 
1954 runs around $390,000. 

Senator DworsHak. That is your tribal budget ? 

Mr. Crawrorp. Our reservation is entirely maintained with tribal 
funds. We do not ask for money from the Federal Government, or 
anyone, but we do think that we should have some control of our own 
money. 

Mr. Cuarrman. I want to say that we have paid our own way ever 
since the Klamath Indians signed the treaty in 1864 up to this date. 

Formerly the budget used to be itemized before this committee, but 
in the last few years now the total amount to run the Indian Bureau 
has gone down to the Indian Service and then they get together with 
the different tribes of Indians and subdivide these funds. 

Senator Dworsuax. Do you not make recommendations to the 
Indian Bureau? 


BUDGET REDUCTION RECOMMENDATION OVERRULED 


Mr. Crawrorp. Yes; but that is where we are overruled. Last year, 
Senator, we recommended a cut of $100,000 on the $390,910 budget on 
personnel. The Indian Office didn’t agree with that. They held up a 
timber sale, and held it over our heads, and it was held up for a year 
and until just the day before yesterday, when the sale was approved. 

Senator Dworsuax. Will you give us the name of the official in the 
Indian Service whom you think was responsible ? 

Mr. Crawrorp. I will insert a letter signed by the Commissioner of 
Indian Affairs, to this effect. I want to offer it for the record now. 

Senator DworsuHak. Without objection, the letter will be inserted 
into the record. 

(The letter referred to follows :) 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF INDIAN AFFAIRS, 
Washington 25, D. C., July 18, 1952 
Mr. FE. MorGan PRYSE, 
Area Director, Portland. 

Dear Mr. Pryse: We have received your letter of June 5 requesting authority 
to advertise the sale of an estimated 51 million board feet of timber on the 
Long Creek No. 1 logging unit, Klamath Reservation, Oreg. The Klamath 
General Council consented to this sale pursuant to a resolution adopted at its 
meeting of May 15, 1952. 

We had prepared a letter, for the Secretary’s approval, authorizing you to 
advertise the sale of this timber in accordance with your recommendations. 
However, before the letter had been sent forward for signature and approval, 
we received a copy of minutes of the Klamath General Council held at Beatty, 
Oreg., on June 19 and 20, 1952. Item 8 considered by that general council 
was the administrative budget for the fiscal year 1954. It appears on pages 5 
and 6 of the mimeographed copies of the minutes that consideration of the budget 
was temporarily tabled. It was subsequently reconsidered, as shown on page 9, 
and was amended by reducing the item for salaries from $271,316 to $171,316 
and by reducing the law and order budget from $35,255 to $20,000. The amended 
budget was then approved by a vote of 68 to 1. 

Nothing appears in the minutes to indicate what activities at Klamath Agency 
would be curtailed because of the $100,000 reduction in salaries, but it appears 
probable that forest and range management activities would have to absorb 
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a portion of the deduction if it were made effective. In that event, we would 
question the advisability of entering into additional timber sales until such 
times as the budget is restored to an amount that would permit of proper 
timber sale administration. 

Please present this matter to the next general council for its consideration 
and inform us promptly of its action, together with your recommendations 
In the meantime we shall hold the proposed sale of timber on Long Creek No. 1 
unit in abeyance. 

Sincerely yours, 


Commissioner 


COST OF COUNCIL MEETING 


Mr. Crawrorp. So we also had a letter a few days ago signed by 
the Acting Commissioner, Mr. Greenwood, saying that the Klamath; 
Indians were only to act as advisory on their budget, that what they 

say wouldn’t be final. So we feel that we should not waste our time 
in calling a council to consider the budget to run your agency if what 
we do finally decide won’t be of any value. It costs us around $1,000 
to call a council. That is our expense of calling a meeting and it is 
just useless to spend that money if what we finally decide won’t be 
final. Therefore, we would like to have written in the law that we 
would have control of our money. If there is any activity that we 
cut out, we are the ones to pay the bill. We know what is going on 
there, and it is our property they are handling, and money ‘they are 
handling, and we know all about the forest activities that are handled 
there and all other activities. We are familiar in detail with the 
activities of that reservation. 

Senator Dworsuak. Have you had a conference with the new As- 
sistant Secretary, Mr. Lewis, in the Department of Interior, to present 
these views and make an appeal for greater authority ? 

Mr. Crawrorp. Yes, we have, and, want to say here for the record 
and I will introduce a letter signed by Mr. Lewis overruling our posi- 
tion, that we took on selling 100 million feet of timber, just the day 
before yesterday, and I would like at this time to offer that in the 
record. 

Senator Etienper. He objected to the sale of it? 

Mr. Crawrorp He didn’t follow the request of the Indians in 
handling this sale. 

Senator DworsHak. How long is that letter? 

Mr. Crawrorp. It is short—one page. 


TRIBAL CONTROL OF FUNDS 


Senator Haypen. Is there any Indian tribe in the United States 
that has the authority that you are suggesting now! Is there any 
other Indian tribe that has complete : author ity, such as you are seeking 
now! 

Mr. Crawrorp. Not that I know of. 

Senator Haypen. Really, would not the true solution be simply 
remove the Klamath Tribe from any control by the Indian Bureau, 
just turn everything over to the tribe and let the council run it? 
Is that what you would like? 

Mr. Crawrorp. We have a bill in Congress that Senator Cordon 
has introduced, and we would like Congress to pass that bill. 
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Senator Haypen. Does that bill reserve any manner of control over 
your property in the Indian Bureau? 

Mr. Crawrorp. It would leave the Indian Bureau in control of 
the Indians that don’t choose to withdraw from the reservation 
This bill, Senator Hayden, does this: In short, it will permit any 
enrolled member of the Klamath Reservation to withdraw from his 
tribal estate and take his place as a citizen of the State of Oregon, 
and the ones that don’t choose to do so, they may stay at their own 
wishes. 

Senator Haypven. If they stayed, they would be under supervision of 
the Indian Bureau? 

Mr. Crawrorp. That is right. 

Senator Haypen. What you are asking in this case, as far as the 
money is concerned, is that you have exclusive control of it right now? 

Mr. Crawrorp. As long as Congress has not passed the bill that we 
have submitted, through Senator Cordon, and as long as Congress now 
is holding that the Klamath Indians should be held as wards of the 
Government, we feel that we should have control of our own money. 

Senator Haypen. You ask a control, 

Mr. Crawrorp. Senator Hayden, I want to say this: I wish you 
would say to me “Here is your tribal te d. You have paid your way 
since 1864 up to this hour, ‘but still you have no control over your own 
money. 

Just tell us that and say “It is not the policy of Congress and not 
law” and then we will cease and never call another council to approve 
of your budget because there is no use of calling a council in consider 
ing a budget if what we say is not final in handling our own money. 

Senator Haypen. You have the same situation that water users 
have under the reclamation project. They get together with members 
of the Reclamation Service and agree on how much money they are 
yoing to be assessed every year for maintenance of their Deere 
They submit that to Congress. Sometimes Congress appropriates the 
money and sometimes it does not. Their word is not fina 

Senator Dworsnaxk. Does that complete your statement ¢ 

Mr. Crawrorp. Yes. 

Mr. Jackson. Mr. Chairman, may I inject one other thought 

hat we are trying to say is that so long a tribal funds are 
kept in the United States Treasur ‘ealize and under- 
stand that that money must be appropriated. 

Senator Haypen. That is right. 


retained anc 


EFFECT OF COUNCIL RECOMMENI 


Mr. Jackson. Now then, the po liey has re cently heen invoked to 
the extent that our budgets for each fiscal year have been presen ited to 
us for consideration, approval, or whatever action we might want to 
take. Now, we have been rather consistent in following the recom 
mended budgets submitted by our agency office. Now then, what we 
would like to know is: How much weight does our action bear insofar 
as you areconcerned’? If we say “Now, here we want to strike certain 
items in this budget,” will that action on our part stand, as far as you 
are concerned? That is what we are trying to say. 

Senator Dworsnax. I cannot speak for the committee, of course, 
but I think we are happy to have your testimony and at the same time 
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we have to give consideration to the budget of the Bureau of Indian 
Affairs. 

I do not know how other members feel, but I am sure that you will 
be given consideration. 

Senator Haynen. I remember on numerous occasions where tribal 
councils have protested about some action of the Bureau and the 
committee has said, “All right, we will not do that.” That has been 
done many times. 

Mr. Crawrorp. Mr. Chairman, I would like to insert in the record 
here. I want to put this letter into the record showing that the case 
that I referred to the Secretary of the Interior regarding our timber 
sale, and then Mr. Lewis’ answer, which did not follow our request. 

Senator Dworsnak. Why do you not just leave that on file with the 
clerk, so that the members may read it? That does not have enough 
prominence, does it, to justify insertion in the record 4 

We will recess until 3 o’clock this afternoon. 

(Whereupon at 12:15 p. m., the committee recessed until 3 p. m. 
of the same day.) 


AFTERNOON SESSION 
BureAvu or RECLAMATION 


ROOSEVELY COUNTY ANTI-IRRIGATION ASSOCIATION 
STATEMENT OF MELVIN L. ENGLES, POPULAR, MONT. 
OPPOSITION TO MISSOURI-SOURIS PROJECT 


Senator Corpon (presiding). ‘The committee will come to order. 
Mr. Melvin L. Engles. 

Mr. Engles, will you give the reporter your name ¢ 

Mr. Encies. My name is Melvin L. Engles. I live at Poplar, Mont. 
[am a dry-land wheat farmer. 

I want to thank the committee for the time they have allowed me. 

My purpose here is to offer a protest on the further continuance of 
the Missouri-Souris project, as the Bureau of Reclamation has set it 
up. 

LANDOWNERS ORGANIZATION 


My organization consists of approximately 125 dry-land farmers, 
und what I mean by that is deeded landowners, who own land in the 
immediate area of where this project is going to be built. 

When I appeared before the House 30 days ago, I told the com 
mittee that we had 60 percent of the deeded landowners in the area 
affected by the project, who owned more than 66 or 70 percent of the 
land from the Chelsea Bench area east irrigation project on the 
benchlands. 

Senator Youne. Are not some of those farmers whom you have 
listed also on record for this project ¢ 


PROPONENTS PETITION 


Mr. Eneues. Senator, that is correct. About 5 or 6 years ago a busi- 
nessman in Poplar by the name of Peder Moe circulated a petition re- 
questing the farmers in the area to sign, but at the time that he 





1586 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


circulated this petition among the farmers, he told them that the 
petition they were signing did not bind them in any way to a contract ; 
that it was nothing more than the petition that the Bureau wanted to 
justify the surveying, and finding out if the project would be feasible. 
That petition, I believe, is 5 or 6 years old. That is the petition that 
the proponents of the project are basing their claims on that an irri- 
gation district can be formed from the Chelsea Beach area eastward. 

Senator Corpon. Have you any written authorization to represent 
those 60 percent ¢ 

Mr. Enatzs. No, sir. I have with me, Senator, the signed petitions 
in their own handwriting, of the farmers in the area, aaa in my 
brief that I filed with the clerk I mentioned the fact that I was going 
to file the petition with the committee, of all of the names of the 
people who own deeded land in the area affected. 

Senator Corvon. At this point in the record the brief will be made 
a part of the record, and immediately following it the landowners’ 
objection to the irrigation project. 

(The documents referred to follow :) 


LANDOWNERS OBJECTION TO IRRIGATION PROJECT 


The undersigned, being one or more of a group constituting more than 50 per 
cent in number of the holders of title or evidence of title to lands situated in 
Roosevelt and Sheridan County, Mont., and in the territory which is or may be 
included in the plans of the United States Reclamation Bureau for irrigation 
under the Missouri diversion unit of the Missouri-Souris Division, Missouri 
River Basin project, do hereby represent as follows: 

I. IL or we do hereby object to the establishment and formation of an irrigation 
district covering or including the hereinafter described lands, or any part thereof, 
for the purpose of irrigation of said lands. 

II. I or we do hereby refuse to cooperate, join in or lend our support in any 
form or manner, either by the execution of a petition to the court as required 
under the provisions of the Civil Code of the Revised Statutes of Montana, or the 
execution of any form of contract or agreement for the purpose of cooperating 
in any manner whatsoever with the United States or any agency thereof under 
Federal reclamation laws or otherwise to permit construction of irrigation works 
or for the assumption of Indebtedness on account of said work on said lands or 
any part thereof. 

III. I or we are hereby committed to oppose the construction of said irrigation 
project and we do hereby rescind and withdraw any consent, permission, or au- 
thority we may have heretofore given in any manner whatsoever, and particularly 
by the execution of any petition or document of any kind or nature whatsoever 
which might or could be interpreted as a commitment in favor of said project, 
the establishment and formation of an irrigation district or payment or repay- 
ment of cost of construction of said irrigation project. 

IV. I or we, as signers of this instrument state that we know that other instru- 
ments in the exact wording and form of this instrument are being circulated 
and signed by other holders of title or evidence of title to lands which may be 
included for irrigation under said project, and we do hereby expressly consent 
and state our intention that all said like instruments signed by resident or non- 
resident landowners within said area may be attached together to make a com- 
pleted petition to be used, and it shall be used in any legal manner deemed most 
effectual to accomplish the aims, purposes and intent of the said signers as here- 
inbefore expressed. 

Willard Rug#les, Oscar Monson, Nancy Hagadone, Roy White, Tony 
Stevens, Chas. Dolezilek, Al. A. Werner, Dugould Hagadone, 
A. B. Kelsey, Welbur Lockman, Adolph Hibl, W. B. Atkinson, 
Louis Fredrick, E. Marion Patch, R. E. Patch, C. Wilke, Josephine 
Grainger, Carl Berie, Earl Lockman, Vincent Roller, I. L. Ram- 
stad, Freda Beazley, Dave Smith, Allen Zimmerman, Leo Combs, 
W. B. Walker, Emily Morse, George Morse, Violet Cole, Agnes 
McIlwaine, W. L. Engles, M. E. Engles, Art Swanson, Ira Yoder, 
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T. W. Lawson, Victor Jaumette, Vital Jaumette, Vernon Johnson, 
Julie Jaumette, Henry Dethman, Effie Toll, Chas. Prior, Peter 
Dethman, James Dethman, Jobn Johnson, James Dethman, Oscar 
Dahlberg, Arvid Dahlberg, Chaney Davidson, Marvin Sundheim, 
Merland Sundheim, Jacob Jacobson, Edwin Jacobson, Orin Leigen, 
Theresa Daub Thompson, Agnes McDaniels, Alex Forsythe, Violet 
Forsythe, Theodore Thompson, Grace Sundheim, Alfred Murray, 
Arthur Ryder, Martin Anderson, Henry Anderson, Wayne Webster, 
Mlizabeth Rynew, Ole Bakken, Clint Skillingberg, John Danielson, 
Halvar Skillingberg, Adelia Skillingberg, Murry Bros., Francis 
Murry, Reuben Gronlie, Martin Gronlie, Schnitzler Corp. 


ROOSEVELT COUNTY ANTI-IRRIGATION ASSOCIATION OPPOS(TION TO MIssoURI- 
Sourts DIVERSION DAM PROJECT NORTHEASTERN MONTANA 


The Roosevelt County Anti-Irrigation Association was formed for the purpose 
of objecting to the construction of this unsound, uneconomical and unwanted 

roject in Northeastern Montana. 

The members of this association own and control more than 70 percent of the 
land and the membership consists of more than 60 percent of the deeded land- 
owners in the affected area where the proposed project is to be built. The project 
was first authorized by Congress on December 22, 1944, for the purpose of irrigat- 
ing 1,275,000 acres of land in northeastern Montana and northwestern North 
Dakota, 

Since the original authorization, the program has been drastically changed. 
The estimated cost of the project in 1942 was $23,831,000. The cost in 1952, ac- 
cording to figures given by Mr. Lineweaver of the Bureau of Reclamation, has 
risen to $126 million. Since Mr. Lineweaver’s report was released, the Bureau of 
Reclamation again has claimed that the cost of the project would be $64 million, 
rather than the $126 million as set forth by Mr. Lineweaver. The construction 
cost of the diversion dam in 1942 was $2,600,000. It has since risen to $9,998,000 
to which a powerplant and switchyard have been added at another estimate cost 
of $8,672,000. The estimated acreage now to be irrigated from the revised project 
is 100,000 acres, the most of which lies in northeastern Montana in Roosevelt and 
Sheridan Counties. 

With the exception of a few proponents of the project which consist mostly of 
businessmen of the towns in the immediate area, the people, as a whole, are not in 
favor of the construction of this irrigation project. The farmers, directly af 
fected, feel that the cost which has risen steadily since it was first authorized 
is far in excess of what land in this territory under irrigation is capable of re- 
paying. The construction cost per acre as given by the latest estimate of the Bu- 
reau is $2.21 an acre, to be paid over a period of 81 years, making a total con- 
struction cost per acre of $179. 

We feel that this cost per acre is prohibitive and could never be repaid. We 
offer as an example the following irrigation projects directly west of the proposed 
project, which over the years have consistently run behind and could not meet 
their obligations as they came due. I refer specifically to the Milk River irri- 
gation project, west of Glasgow, Mont. This project was organized in 1912. It 
has 131 members and irrigates 19,397 acres. The total construction cost per acre 
levied aaginst this land, at the completion of the project was $57 per acre or a 
total cost of $1,106,299. Two years ago, the directors of this irrigation district 
petitioned the Government of the United States for a refinancing of their project. 
In 1952, the project was refinanced in the amount of $1,588,800.94. After more 
than 40 years of operation, this project went further into debt in the amount of 
$482,571. The next irrigation district, farther west at Malta, Mont., was started 
in 1923 with 409 members. Under that project, 53,733 acres were placed under 
irrigation. The Government, last year, also refinanced their indebtedness in 
the amount of $3,662,165. With these facts as evidence that the proposed Mis 
souri-Souris irrigation project is unsound and would never repay its construction 
cost, I would like to submit into the record a letter written by the late Harold L. 
Ickes, former Secretary of the Interior, dated August 29, 1935. This letter was 
written to Charles Eder, chairman of the executive board of the Fort Peck Tribal 
Council at Poplar, Mont. 
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THE SECRETARY OF THE INTERIOR, 
Washington, D. C., August 29, 1935. 
Mr. CHARLES EDER, 
Chairman, Fort Peck Tribal Council, Poplar, Mont. 

My Dear Mr. Eder: I have received your telegram of August 20, relative to the 
proposed Poplar River dam and irrigation project, Fort Peck Indian Reservation, 
Mont. 

This project has been very carefully reviewed during the past year for the 
purpose of determining whether or not its construction could be considered 
feasible from engineering and economic considerations. The primary objectives 
of the proponents of the project, it appears, are the benefits which would accrue 
from the expenditure of the construction cost in the section of Moutana in which 
it is located and the insuring of an adequate supply of water for approximately 
24,000 acres. These features, although of considerable importance, are not 
determinative. Another important feature which must be taken into account 
is the ability of the lands to produce crops which would permit the owners to 
repay not only the cost of construction, but also the annual operation and 
maintenance charges. 

The estimated construction cost when spread over the total area of the project 
would result in a per acre cost of approximately $100. Forage is the only crop 
that can be successfully grown and it is obvious that a construction cost of 
approximately $20 to $25 per acre is the maximum amount that could be repaid 
over a 40-year period without interest. 

In view of this, as well as the fact that there appears to be a serious question 
as to the stability of the foundation of the proposed dam, I do not feel that I can 
conscientiously recommend the construction of this project in the face of the 
need for other projects not only in Montana but throughout the country which 
would be of more practical benefit. 

Sincerely yours, 
HAROoLp L. IcKrFs, 
Secretary of the Interior 


This was Mr. Ickes’ reply to a concerted effort by the same group of enthusi- 
asts who are now attempting to put over this unwanted, uneconomical Missouri- 
Souris project. This same group in 1935 wanted the Government to spend an 
enormous amount of money for constructing a new dam for greater water 
storage to reclaim the defunct Popular River project. 

No doubt, if the Secretary of the Interior felt that $28 an acre is the maximum 
that a project in our area could pay back over a period of 40 years, certainly 
how can they justify asking the farmers in this area to go in debt to the total of 
$179 an acre. 

We, the members of the Roosevelt County Anti-Irrigation Association, chal- 
lenge the proponents of this proposed project and the Bureau of Reclamation 
to produce substantial and supporting evidence that an irrigation district can 
be set up in court and that repayment contracts will be signed, to justify the 
asking for the appropriations and the letting of any further contracts for the 
Missouri-Souris diversion unit in Roosevelt County, Mont. 

Each time that the proponents of this project have appeared before the Ap- 
propriations Committee and asked for further funds to complete this project, 
they have never produced any evidence to the members of any committee that 
they have a petition signed requesting the formation of an irrigation district. 

We feel that before any more money should be spent or appropriated that 
bona fide evidence should be produced to show that proponents have the good 
will of the people in the affected area and are working in their interests and not 
just attempting to start a project for the purpose of having the construction 
cost spent in the area. 

On May 4th, Mr. K. F. Vernon, regional director of the Bureau of Reclamation 
of Billings, Mont.: Mr. Bruce Johnson, district manager of Bismark, N. Dak.; 
Mr. Bielefele, chief of the legal division of Billings, Mont.: and Mr. Asbury, of 
Wolf Point, local project manager, attended a meeting at Brockton, Mont., 
which was called by our association for the purpose of discussing the Missouri 
Souris project, 

During the discussions of the meeting, Mr. Vernon stated that he was sur- 
prised to find as much opposition to the project as was evidenced there that 
night. He was informed, at the meeting that according to the figures of the 
Anti-Irrigation Association that there were a total of 128 fee landowners on the 
project from the Chelsea Bench area through to the Irish Coulie district. 





INTERIOR DEPARTMENT APPROPRIATIONS, 1954 1589 


Those 128 landowners own approximately 52,000 acres of deeded land within 
the area mentioned. He was informed that we have signed petitions of 60 per 
cent of the landowners who control more than 66 percent of the land in the area 
and who are strennously opposed to the construction of this project. He was 
informed that about 60,000 acres of land is owned by Indians allotted on the 
Fort Peck Indian Reservation. That there were about 9,000 acres of land 
which the United States Government repurchased under the program 

tiring submarginal land in the eurly 1930's Ther ‘re also 1,228 
tribal-owned land and 700 acres of United States reserve Mr , 
hearing the reported acreage given at that meeting, marked that the figures 
were pretty close to accurate. Mr. Peder Moe, of Popular, Mont., volunteered 
the information that the petition that the Bureau was basing their claims on 
was the one he circulated several years ago He also stated when he asked 
people to sign the petition, he informed them that the signing did not bind them 
to any contract, that it was just a petition to jusify the investigaion of the 
project by the Bureau of Reclamation That the landowners would have 
chance later to either accept the project or reje t as they desired 

It was then proposed that a committee selected by the proponents meet with 
a committee selected by the opponents of the project to go over the signed peti 
tions of opposition and compare them with the acreage maps in the Bureau of 
Reclamation office at Wolf Point Mr. Vernon was then asked that after a 
survey had been made and the anti-irrigation figures were found to be correct, 
if the Bureau would still persist in trying to develop the project in this area 
Mr. Vernon stated at this public meeting that if the figures which we gave were 
trune, that the Bureau of Reclamation would pack up their stuff, move out of 
the district, and forget about the entire project Mr. Vernon was asked if he 
had enough time to go over the project later that night or the first thing in the 
morning. He informed us that he was very busy and that he had to fly to an 
other meeting but would have the office at Wolf Point discuss the matter with 
us later, after which the meeting was adjourned. 

The proposed meeting time between the Antiirrigation Association and the 
Bureau of Reclamation to go over the signed petitions will be during the week 
of May 18. Directly after the close of the meeting, Mr. Sam K. Wallender 
asked Mr. Frerich, if in view of the proposed meeting and the hinging of the 
entire project being on the outcome of the comparing of the petitions, if it would 
be necessary for both factions to go on appearing before the Appropriations 
Committee in Washington, D. C. Mr. Frerich stated that they were coming to 
Washington to make their scheduled appearance regardless of the outcome 
of the meeting on the petitions, which is another indication that the persistence 
of these proponents is not to base their arguments on facts, but to endeavor 
to push this project down the people’s throats whether they like it or not. I wish 
at this time, to enter as evidence a copy of the petitions. The names of the 
landowners who are opposing this project. I would also further want to insert 
into the record the acreage on the reclamation maps which gives the amount 
of acreage opposed to the project and the amount of acreage for the project 
The total being as follows: The 76 landowners opposing the construction of 
this project own 21,828 acres. The 52 landowners who are either undecided, 
have not been contacted, or are for the project own 10,120 acres which greatly 
indicates that the opponents of the project own more than 60 percent of the 
land in the area proposed to be included in the project. I submit the following 
evidence as further proof that the project is unfeasible and will never be 
utilized. 

The area directly north of Popular, included in the project, is in the middle 
of the oil field which was discovered by C. H. Murphy Co. a year and a half ago 
The size of this field already has been indicated to be 12 or 13 miles long by 6 or 
7 miles wide. Some of the 40-acre tracts in the near vicinity of Poplar brought 
the landowners more than $300 an acre bonus for oil leases. Indications are 
that the entire area north of Poplar will some day be developed into one of the 
State’s major oil fields. We cannot see why the Bureau of Reclamation would 
want to develop an irrigation project in the middle of an oil field that will have 
wells on each 40-acre spacing or less. In the area of the Brockton Bench, 
directly north of Brockton, the Wilcox Oil Co. soon will commence drilling an 
oil well to the depth of 7,500 feet. If oil should be found in this location, the 
oil field would be extended 12 to 15 miles farther to the east. 

The entire project consists of the finest dry land farming area found any 
where in the Northwest. The farmers who work these farms have attained 
a very high standard of living. Their financial status as a group is very good 
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Land recently sold brought more than $40 an acre with only a small portion 
of the mineral rights going with the land. 

Much has been made of the unfortunate conditions prevailing during the 
drought of the 1930’s. Admittedly, they were bad. However, other economic 
conditions were more to blame than lack of moisture, as is evidenced by the 
following rainfall record at Poplar, Mont., where records have been kept since 
1867 : 


1867-1938 

1930-1939, (inelusive) 
1943-1952, (inclusive) 
1949-1952, (inclusive) 


During these past 4 years, which were even drier than the average of the 1930's, 
our area has harvested a profitable crop each year. This fact is due to develop 
ment of drought-resistant wheat, the introduction of weed-killing chemicals, and 
the economic stability of the farmer himself to carry out summer-fallowing and 
other moisture-conserving practices, 

The Indians of the Fort Peck Reservation are just as much opposed to the con 
struction of the Missouri-Souris project within the boundaries of their reserva- 
tion as are the white farmers whose land lays within the immediate area of the 
proposed project. 

The petition the Bureau is using to claim justification of going ahead with 
the project on the reservation was solicited among the Indian people by an em- 
ployee of the Bureau. On investigating this petition, you will find that a vast 
majority of the Indians who have signed live in the western part of the reserva- 
tion and haven’t any allotment of land under the proposed project. 

Much has been said by the proponents while appearing before the different 
committees of Congress that a vast majority of the people in the area affected 
were in accord with the program. May I, at this time, bring to your attention 
that the only city seemingly interested in attaining this project is Wolf Point, 
Mont. Many letters and resolutions from individuals and civic organizations 
have been forwarded to the Members of Congress from this city. If, as the pro- 
ponents say, they all in the area adhere to it, why don’t they represent resolutions 
and letters from the civic organizations and individuals living in the towns 
that are more closely located at the project than Wolf Point. Namely Poplar, 
Medicine Lake, Holmstead, Froid, and Culbertson, Mont. All of these towns 
are closer to the largest portion of the project than Wolf Point. 

Why then is Wolf Point so vitally interested? The record shows they expect 
to get a municipal water supply from the Bureau of Reclamation even though 
the city is located less than half a mile from the Missouri River. It is because 
of their vital interest in irrigation? If so, why don’t they assist the Commis- 
sioner of Indian Affairs and the Indian Burean’s Reclamation Department 
rehabilitate the Frasier and Oswego pumping unit which as of now is only 
utilizing about 20 percent of its potential and is going down hill more and more 
each year because of the lack of interest of the people living on the project to 
irrigate. Why then is Wolf Point so vitally interested in this project when 90 
percent of the acreage to be irrigated lies completely out of their trade terri- 
tory? Could it be that they are looking forward to the spending of the construc- 
tion money in their area or could it be the establishment of a Bureau Office in 
Wolf Point with the office personnel and people employed by the Bureau adding 
to the payroll of the town. We feel that Wolf Point’s interest lies mainly in 
the fact that large sums of money will be spent in the area and that their greatest 
benefit from the entire project will be the increase in the business brought to the 
town by the spending of this money. 

At the appearance before the House Appropriations Committee, Mr. B. W. 
Rising presented a number of letters which he said, in addition to the-.direct 
testimony, he wished to file with the committee photostats and typed copies of 
44 letters addressed to Congressman D’Ewart urging construction of the irriga- 
tion unit. Of the 18 letters placed before the committee, only one is from a man 
owning any land anywhere under the Missouri-Souris project from Chelsea 
Bench and eastward. Of the 18 letters, only 3 are from the Poplar area consist- 
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ing of a letter from Mr. H. H. Brown who has his own sprinkling unit on the 
banks of the Missouri River and one from the Traders State Bank of Popiar, 
Mont. None of the other towns of the area is represented by letters favoring the 
project. 

How do they expect to justify asking for funds to complete this project when 
most of the evidence for justification has been solely from the town of Wolf 
Point. The record also indicates that the city of Poplar is to be furnished with 
municipal water from the proposed river project. As a member of the city coun- 
cil of the city of Poplar for more than 6 years, this is the first time it has ever 
been brought to my attention that the city of Poplar was willing to trade its 
good abundant supply of well water for water from the Missouri River. The city 
of Poplar has no water shortage. ©ur water is of the finest found in the eastern 
part of Montana. It needs no chlorination ani it has passed its purity test on 
every occasion when sent to the ‘State board of health office in Helena, Mont. 

After the testimony of both sides were filed with the House Appropri:tions 
Committee, the committee allowed $2 million for the Missouri diversion dam 
against the programed amount of $5,263,000. These funds for continuing con- 
struction of the project are not to be used until the Bureau of Reclamation has 
submitted to the Secretary of the Interior, for his consideration, a plan of con- 
struction providing for one or more pumping plants, necessary canals and dis- 
tribution system, not to exceed 100,000 acres of land. None of the funds herein 
provided are to be expended for the construction of the diversion dam or the 
Little Porcupine powerplant proposed in connection herewith. We believe that 
the House Appropriations Committee, by their findings, have recognized the fact 
that it is doubtful that an irrigation district can ever be formed. The Roosevelt 
County Antiirrigation Association respectfully requests, at this time, that this 
committee withhold all funds for the construction of the project on the north 
side of the river from the Chelsea Bench area and eastward until the Bureau of 
Reclamation can produce signatures on petitions in sufficient number to insure 
the establishment of an irrigation district and assurances that repayment con- 
tracts will be signed. We feel that allowing this project to proceed, as the pro- 
ponents are asking, is not in the interest of good government and is not being 
done according to the reclamation laws. 

This brief is submitted by the 

ROOSEVELT COUNTY ANTI-IRRIGATION ASSOCIATION 
By Mstvin L. Enates, Vice President. 


INCREASED COSTS OF PLAN 


Senator Corpvon. You may go forward with your statement. Have 
you anything else to file for the record at this time ? 

Mr Enates. No, sir. 

This project was first authorized by Congress in 1942, I believe, 
for the purpose of irrigating 1,275,000 acres. At that time the project 
was to cost $23 million and it was to go into North Dakota. The cost 
of the project at that time was $23,831,000. Since the original esti 
mate and since Congress authorized this project the Bureau has 
changed its plans. It has dropped the entire acreage in North Dakota. 
They have abandoned the acreage in northwestern North Dakota 
and it is my understanding now that an irrigation project will be 
developed out of the Garrison Dam. 

However, the project was then redesigned to cover acreage in 
Montana which was approximately 100,000 acres. Now the corre 
spondence that was sent to our group from Congressman D’Ewart’s 
office was a statement that the project had been changed and that the 
cost had risen to $126 million in 1953. The cost of the diversion 
dam when it was first estimated to irrigate this 1,275,000 acres, was 
$2,600,000 and in 1953, according to the Bureau’s figure, it was 
$9,998,000. 
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Senator Younc. What was the year you indicated? Was that be 
fore they dropped the idea of a diversion to North Dakota and the 
irrigation of about a million acres, in northwestern North Dakota? 

Mr. Enatxs. I believe, Senator, that the dropping of the acrea 
in North Dakota was a couple of years ago. 

Senator Youne. They only dropped that about 6 months ago. 

Mr. Enaues. Well this is the communication received from Mi) 
Lineweaver, and it was indicated in 1953, sometime after the first of 
the year, that the dam has been raised to $9,998,000. ‘To that they 
have added facilities for a powerplant and switchyard below Fort 
Peck Dam at the cost of $8 million. 

Senator Corpon. You do not mean to tell the committee that there 
is a plan now being presented to the Congress to spend $126 millioy 
to irrigate 100,000 acres? 


cre 
~ 


REVISED PLAN 


Mr Ene.es. Senator, I just don’t understand this myself, 
in this book here it gives both plans. It gives another revised plan, 
which I mentioned in my statement, whereby they are going to 
irrigate approximately 100,000 acres for $63 million in round figure 
So it has been ch: anged again. This new plan, as I understand it, is in 
this map. 

Now, in this plan here for the $63 million cost, in this new revised 
plan, of which this is a rough sketch, this red line is the line here where 
the opposition to this irrigation project exists, which lies north of the 
Missouri River. It is west of the town of Wolf Point, and from there 
on I believe there is an irrigation district formed on the N Bar N and 
along some of these other localities. However, I do not know about 


that, but in this particular area there are 128 deeded landowners. 


OWNERSHIP OF LAND 


Senator Corvon. How much land do they own ? 

Mr. Eneurs. The deeded owners? 

Senator Corpon. Yes. You said they owned 66 percent of the 
100,000 acres. Is that correct ¢ 

Mr. Eneies. No, Senator. The opposition to the project in the 
immediate area, in the Chelsea Bench area east, owns 21,820 acres. 
Those that are for the project or haven't been contacted for a signature 
on a petition or land that is in estates, or people that we couldn’t reach, 
own 10,120 acres. The Indian lands allotted in that area are ap 
proximately 58,865 acres. The submarginal land, land that was re 
acquired by the Government under the Jones-Bankhead Act to take 
it out of production as being not capable of sustaining a farmer on it 
in the *30’s, was 9,080 acres. The Fort Peck Tribe owns in that area 
1,220 acres 

Senator Corpon, They own how much in the Fort Peck Tribe? 

Mr. Enoies. One thousand two hundred and twenty acres, and the 
United States reserve, which is the agency reserve set aside for use by 
the agency, is 700 acres. 1 have never added those figures up but it 
would be about 92,000 acres. 

But we have challenged the Bureau of Reclamation. We have chal 
lenged the proponents to produce evidence before continuing this 
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project that they can set up an irrigation district on any of this area, 
from the Chelsea Beach eastward. 


BROCKTON, MONT., MEETING 


To prove my statement I went to the Bureau of Reclamation and 
asked for detail maps of the area. I acquired some petroleum in- 
formation maps, which I brought up to date every 15 days, got the 
ownership of the maps, and arrived at these figures—these might be a 
few acres one Way or another. However, at a meeting a week ago 
Monday, last Monday, at Brockton, Mont., when we invited the 
Bureau’s representatives at this meeting to meet with the oppcsition. 
Mr. Asbury, the field office manager of the Bureau at Wolf Point, 
the figures I gave were pretty nearly correct. 

So this project, we feel, has been started in the Main Streets of a 
few of the towns in the immediate area. They do not have any 
representative farmers at all in their group. They have men who 
are in business, who own lots of different business enterprises, who are 
sponsoring this in conjunction with the Bureau. 


ACREAGE OWNED BY PROPONENTS 


Now, of this 10,120 acres that the proponents say they have, I wanted 
to read the list of acreage that some of these proponents have im the 
project, to clarify the fact that the majority by far is in opposition. 

Mr. Peder Moe Isa large farmer Ininy area, He is my close neighbor. 
He nas about L500 acres that will be put uncer irrigation if this 
project goes through. He owns about 3,000. He is in the motel busi 
ness. He has houses and apartments to rent, He has a Chevrolet- 
Oldsmobile agency. He has the Allis-Chalmers farm implement 
business, and is in the bulk gasoline business. 

Senator Corpon. Wil! you sta! ith that man for a minute. What 
has that information to do with this? Do you mean to say that he 
signed a petition for an irrigation district and now does not believe 
in it, or what do you mean ¢ 

Mr. Eneixs. I mean.that of the 10,000 acres, sir, that I have on my 


Lisi ] 


at are for the project, that approximately 4,000 acres of that are 
l 


i bv 3 or 4 businessmen in t! 


partici lar area, ‘| here are 2.510 


Senator Corpon. I see. What is this man’s name ? 

Mr. Enotes. Mr. Peder Moe, of Poplar. 

Senator Corpon. Will you spell that? 

Mr. Enotes. M-o-e. ‘The Lien family, of Brockton, L-i-e-n, which 
consists of the entire family, owns 1,030 acres, and they are in the 
general merchandise and department store business in Brockton. 

William Kraul, K-r-a-u-l, of Culbertson, Mont., owns 930 acres, and 
he has the John Deere implement business. 

The Frerich family, F-r-e-r-i-c-h, own 360 acres. That would be 
under irrigation a total of 3.810. 

The other proponent in this group down here will be Martin Lien, 
of Fraser. He is not interested in the project, other than he is a 
member of this irrigation association. He has the Chevrolet and 
McCormack-Deere dealership and general store at Fraser. 
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Mr. Appelgren, the banker, president of the First Bank at Wolf 
Point has a farm on the south and west side of the Missouri River. 


but he has been in the banking business. 

Then we have Mr. Rising, who is a proponent. He is from th: 
Montana Water Board. He is a representative of the water board, | 
understand. I didn’t know that until I came to Washington. 


OPPOSITION OF INDIAN LANDOWNERS 


Senator Youne. How much Indian land is in this area? 

Mr. Enotes. 58,000 acres of Indian allotted land, and then there 
is 1,220 acres of tribal land owned by the tribe, and 700 acres of United 
States reserve land. 

Senator Youna. Is the tribal council not on record in favor of the 
project # 

Mr. Enaxes. The tribal council at their last meeting had before it 
a resolution asking the general council assembled to give the power of 
attorney to the executive board to negotiate an irrigation contract with 
the Bureau of Reclamation. The council refused to act on that resolu 
tion. The Indian people in the territory where this project is going 
into effect are just as much in opposition to the project as the white 
people. 

Senator Youne. That is not the way I heard it. 

Mr. Enotes. We have the names of several Indian families. The 
Murry brothers own a lot of land. They are all in opposition to it. 
They feel that if this program of separation that the Government is 
doing is done they should at least be given a chance to vote on it, like 
the white people, if they are going to be given their allotments, and 
turned loose. 

Senator Haypen. How many acres do you cultivate? 

Mr. Enares. 3,300. I will have 600 under this project. 

Senator Haypen. How would it affect you, then, if you had this 600 
acres under irrigation combined with your whole business? If you 
could grow alfalfa, would it fit with your other business ? 

Mr. Enowes. I am strictly in the wheat business, Senator, but I know 
this section of land that they have placed under irrigation and I knov 
if I had to get that half section of land ready to irrigate it would cost 
me $400 or $500 an acre to level it. 


RENTAL OF INDIAN LANDS 


Senator Haypen. Do you rent Indian land? 

Mr. Enates. Yes; at $2 an acre. Most of mine is crop share. I 
have only 21% sections that I lease for the $2-an-acre fee. I crop half of 
it each year. 

Senator Haypen. I can imagine most of the wet farmers would 
prefer to continue renting this land from the Indians at $1.50 or $2 
an acre. 

Mr. Enotes. Well, there are cases. I farm two sections of land that 
is Indian allotted land, for people that I give a crop-share lease to, and 
last year, in spite of only getting slightly more than 10 inches of rain, 
this 1 lady that I farmed this her share of 160 acres of summer fallow 
wheat was over 800 bushels. She got right close to $1,800 for her share. 
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Senator Haypen. There is not much percent in renting on a share 
basis ¢ 

Mr. Enotes. Yes. there is. 

Senator Haypen. What percent ? 

Mr. Enotes. That I wouldn’t know. In my case I have 41% sections. 
I have two sections running on crop share and one section in 
a short section. I have one of only 230 acres. 

Senator Corpon. Let us get at the meat of this thing. How much 
is it going to cost those people to get this irrigation? Do you know? 

Mr. Enotes. Well, according to Mr. Asbury on his latest figures——- 

Senator Corvon. Who is Mr. Asbury? 


COST PER ACRE 


Mr. Enaues. He is the manager of the local Reclamation office 
at Wolf Point. He said the cost is going to be $2.21 an acre, paid 
over a period of 81 years. 

However, in the book, Interior Department Ap propriations for 
1954, they have changed that to the estimated cost of $2.92 an acre, 
which would make it $235 an acre. 

Senator Young. Mr. Chairman, in view of the fact that the plans 
for this project have been changed to coincide with the change in 
irrigation plans in North Dakota, I think it would be advisable to 
have the Interior Department furnish the latest figures on the cost 
of this project. 

Senator Corpon. But this witness is here, and I want to get his 
views on it. In the end, we are going to have to get the Bureau of 
Reclamation and get into this thing and see where we are going to 
find $1,260 an acre. 

Mr. Enotes. Sir, I said before the House committee and House 
in their statement took the dam out, discontinued the powerplant 
from the program, allowed them $2,000,000 to investigate the feasi- 
bility of putting in one or more pumping units. However, I under- 
stand a group is down to appear before this committee to restore 
the dam and put it back the w: ay the Department wanted it first. 


FURTHER DISCUSSION OF BROCKTON MEETING 


At this meeting that we had in Brockton, Mont., with Mr. Vernon, 
the regional director of the Bureau of Reclamation, tenn Billings, 
Mr. Bruce Johnson, director, from Bismarck, and Mr. Bielefele, the 
attorney, they stated that they were surprised at the opposition that 
we had at that meeting. 

I asked Mr. Vernon, in view of the fact that I was presenting peti 
tions to him in opposition of more than 60 percent, if that would 
change the picture of the Bureau. He said to us at that meeting: 

If your figures are correct and there are 60 percent of the people in this area 
that have signed a petition recently opposing this project, the Bureau of Ree- 


lamation will pick up their tools and move out of the country and forget the 
project. 7 


After that statement I asked him if he would be willing to go over 
the project that evening—it wouldn’t take long because I had the maps 
that I drew up to show the ow nership. I had the petitions, and he 
could check them off on the maps easily. 
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He said he was busy, had to fly to another meeting, but it would be 
arranged that we go over these maps at the office in Wolf Point. 
That is going to be done next week when we get home. 

So when we asked Mr. Frerich, one of the members of the associa 
tion, if, as long as the entire outcome of this project hinged on the 
justification of our petitions, if we had to go to W as shington to ap 
pear before the committee. He informed Mr. Sam W allinger and 
myself that they were going to Washington, any way, that they were 
going down. Consequently, that is why I am here. 


WOLF POINT TESTIMONIALS 


All the testimonials that the proponents have sent on this project 
come from one town, Wolf Point. All of them in this House report 
are from only two farmers. Only two are from bona fide farmers i 
our area. They have not been able to present one single resolution Ol 
letter from any civic organization or any group of individuals that 
live in the project. Everything in this is from Wolf Point. 

The petition that they claim that the Indians have signed is in the 
amount of 800 or more wanting this project, and if that will be thor 
oughly investigated, it will show that over 70 percent of those Indians, 
or possibly more—I haven’t been able to get it, but from what I know 
of the Indian people opposing it in our section I would say that 70 
percent or more of those people are living in the area of Wolf Point 
or west, where this project won’t affect them. 


IRRIGATION OF RIVER-BOTTOM LAND 


Senator Haypen. You mentioned certain benchland. Could the 
river-bottom land be irrigated ¢ 

Mr. Enoies. Yes, it could be irrigated, but during the time of build 
ing up this project, you will note on another map that I have there, 
along this bottom there are several large feed farmers. One of the 
men in the area of Chelsea, which is south of the railroad tracks—by 
the way, he is putting water on it now with pumps—owns 5,500 acres. 
He floods it, it is that flat. He was opposed to it so they cut him out. 
His opposition alone would have thrown the whole Chelsea Bench 
area out. 


OILFIELD DISCOVERY 


Another thing is that all along that bottom the farmers don’t like 
that 160-aecre limitation. The most recent thing that I believe which 
would make this project an impossibility to put over was that in the 
area of Poplar directly north, which would be in this area right here 
where this green goes up over here and over here, the C. HL. Murphy 
Oil Co. a year and a half ago discovered an oilfield, and in this entire 
area north of Poplar there are now 23 or 24 producing oil wells. 
The land right adjacent to Poplar brought the Indian landowners at 
the last bid opening on March 27, more than $300 an acre bonus for 
that land. Directly west of the northernmost well, the Wilcox Oil 
Co. right now, in section 2295¥ in the Brockton Bench area, in fact, 
in Mr. Peder Moe’s farm, are drilling one well and will drill the 
second well before next summer. 





INTERIOR DEPARTMENT APPROPRIATIONS, 1954 1597 


In the event that oil is hit there, half of your project is going to be 
in an oilfield where you will have oil wells on 40-acre spaces. lL never 
heard of an oilfield being irrigated, because they usually plant grass 
on it and pul cattle on it ‘and let it go. 

When they s saw the terrific opposition, the y Wi iunted to cut it off be 
tween 52 and 53. ‘That is this range la id, cut this all out. This area 


right in here, as I say, is the oilfield. This land is cut up pretty badly. 
We have opposition there. They can’t form a district there. 

The only place that they could form a district would be in this see- 
tion, in township 29 and 52. In that township of 29 and 52 les most 
of the land, Mr. Kraul, Mr. Moe and the Lien family. They have 
theirs in there. I have the map there. 


CHELSEA BENCH AREA 


I don’t want to take up your time, but this is \ 
Bench area starts. There is 1,500 acres in oppositi 
it. By that I mean undecided. 

M: ap No. 2 goes on. That is where I oe my otals 
The ‘re are 12 dS landowne rs in the area ‘rom the ( helsea 
ward. We have recently signed petitions, Chere 1 
there over 6 months old. We have signatures of 76 of the 
owners. 

For instance, the C. H. Murphy Co. owns some land. They hay 
S ened petitions. We would have to go to E] Dorado, Ark., to get a 
signature, and they probably wouldn’t want to get in trouble. 

eanitos Hayp1 N. Did you ever lose a green crop by a drought ‘ 

Mr. Enotes. Yes, sir. I farmed in the thirties. Much has been 
said before the committees on these droughts, Senator. I want 
take a minute here to compare the drought area of the thirties in ow 
area and as of now. 

We have a moisture record in Poplar, Mont., since the soldiers were 
there on the Fort Peck Re vation, 1867 to 1938. The average rain 
fall for a year was 12.41 inches. The average rainfall in June was 
2.68 inches and the average rainfall for July was 1.71 inches. June 
and July are the crucial months for a wet farmer. They said we got 
the rains at the right time to give us these crops. 


AVERAGE RAINFALL 


From 1930 to 1939, that is, the years of the depression, the years that 
these proponents say that Reclamation is going to erase entirely from 
the agricultural scene—from 1930 to 1939 the average rainfall in 
June was 2.68 inches. That is an actual normal rainfall for June, 
as it would be over a period of years. 

Senator Youne. Starting in 1930, right across the line in North 
Dakota we had a severe drought for nearly 10 years, and hardly pro- 
duced anything.. Do you mean to say that across the line in Mont: una 
they were having average rainfall ? 

Mr. Enotes. I am telling you we had the drought there too and did 
not raise crops. I want to give you the rainfall record. 

During those 9 or 10 years the average rainfall for June was normal. 
The average rainfall for July was 2.35 inches, or 0.65 more than the 
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average rainfall over the period of years, but the yearly average was 
11.50, which is 0.9 less than the average normal figure. 

Now, between 1943 and 1952—they were the golden years, big crops, 
everybody made money and harvested a big crop—the rainfall in 
June was 3.34 and in July 2 .87, and for the year, 13.05, but in the last 4 
years, Senator—and I take two years from 1949, 1950, 1951, and 1952, 
those 4 years, the average rain in June was 2.28 which is eperennonieny 
a half inch below normal. The average rainfall for July was 1.2 
for those 4 years, as against 1.70, and the average rainfall for the 
years in that 4-year per iod was 10.05. 

Senator Youne. That does not tell the whole story. You raise 
most of your wheat on summer fallow? 

Mr. Enotes. That is right. 

Senator Youne. And you can go into a growing season with a con- 
siderable amount of moisture and have very little rain and still raise 
a fair crop. On the other hand, if you go into the season with no 
moisture, you can have your normal amount of rainfall and sowing 
periods and still not raise a crop. 

Mr. Enatxs. I think the biggest factor in giving us these crops 
under the smaller moisture was getting away from raising Marcus 
wheat. We have Thatcher wheat, and I swear that will live longer 
than grass. 


WEED-KILLING CHEMICALS 


The introduction of weed-killing chemicals has been a factor, but 
the biggest factor of all is the economic factor of the farmer to summer 
fallow. That is where the soil conserving practices, moisture con- 
serving practices are used, and they show up. 

Senator Youne. And you have better machinery to work with. 

Mr. Enexes. Better machinery. 

Senator Haypen. So you claim that now you will be able to grow 
wheat without irrigation year after year and never have a loss? 

Mr. Enares. If I could predict that, I ene be out of this world, 
but I will gamble that that dry land area, regardless of what happens, 
will produce, rather than take this peiaeeien. It was just like what 
Senator Eaton told me last Fall. He said, 

I questioned those witnesses, individually and collectively, as to whether thos 
people wanted this. I knew you could not be able to irrigate, make an irrigated 
farm out of a dry land farm, and they were trying to tell me they could, and 
l never did believe that in my heart. 


REPAYMENT COSTS 


The House of Representatives has set up this pumping project and 
we feel that anybody that wants irrigation along the bottom—we are 
not opposed to irrigation, absolutely not—but when the Bureau of 
Reclamation in 1935 says that all that an irrigated farm in that area 
ean pay back is $25 an acre over a period of 40 years, how are they 
going to expect us to pay back $235 an acre in 80 ye: ars? That is the 
crux of the whole thing. 

They say it is $2.92 an acre on this. I discovered, after arriving 
here in Washington that they say that. I had Mr. Asbury and asked 
at that meeting if $2.21 an acre was correct, and he informed me that 
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it certainly was, and I took it at that, but in this little paragraph 
Says: 

Of the $61,025,000, water users will repay $21,020,000 for a construction charge 
yf $2.92 per acre per year. The balance of $30 million will be paid by power 
revenue, and in addition the costs directly charged to power 

Now, in order to set this up, they have done a lot of gymnastics with 
these things. For instance, there is another thing that I never knew. 
[ am a member of the city council of Poplar and have been for 6 years. 

In this book it says that they have charged $21,000 to the Poplar 
water supply. I never have heard of the ¢ ity of Poplar ever going 
to get any water from that reclamation district 

Senator Youne. How do you account for the fact that irrigation 
s popular and successful in mountains to the east and south of your 
irea, and to the west of your area ? 

Mr. Enotes. Senator, I believe the answer is that our growing 
eason is too short. 


WILLISTON, N. DAK., IRRIGATION CASE CITED 


Senator Youna. We irrigate near Williston, N, Dak., directly east 
of you, and it is a very suce essft il operation. 

Mr. Eneres. You mean east of Williston ? 

Senator Youna. Right next to Williston. 

Mr. Ewates. I would hate to trade farms with those fellows. 

Senator Young. You would not be able to trade them. That land 
aS gone up in price. There is a great demand for it. 

Mr. Enetes. You mean the Sydney area ? 

Senator Youna. I don’t know so much about the Sydney area 
I’m speaking of the North Dakota side around Williston. 

Mr. Enaurs. Well, Senator, in this book it said that they were sup- 
posed to produce petitions forming a district. As of today I don’t 
believe that they have a petition signed that would be current, that 
would indicate that they could ever form a district in that area. I] 
im talking from the Brockton bench. Anything that they want to 
do west of that is perfectly all right. 

Senator Youne. What would your cattle and sheep men do in that 

for feed if you had serious drought years again ¢ 

Mr. Enazes. Senator, I will tell you. We havea peculiar brand of 
cattlemen in our country. We don’t have stockmen. Any time you 
have a stockman that runs stock alone, he has a pump along some 
river, getting his feed. These farmers that run these 200 or 300 
head of cattle are also wet farmers. There isn’t anything easier for 
a man than to plant 300 acres of wheat instead of feed, harvest with 
a combine instead of a binder and take that wheat money where you 
folks are, even if they have to go to North Dakota, and buy their h: Ly 
or bale it. 

Senator Youne. You could not do that in the drought years. Most 
of the people in North Dakota had to sell their stock in those years. 

Mr. Enetxs, That is right. Those years were bad, but we have 
several cattlemen now who claim they can put in their own sprinkling 
units, enough to handle 80 acres or 120, for $40 an acre. Many of 
them are getting a piece of land on the bottom, setting up diesel- 
powered systems ; and having sprinklers. 


32224—53—pt. 2———31 





1600 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


Senator Youna. They are doing more and more of that. 
Mr. Enexes. For $40 an acre. That is about what these portable 
rigs cost. 
HIGH COST OF LEVELING LAND 


Senator Haypen. You spoke about the high cost of leveling some 
land that you own. Is it rough? 

Mr. Enetes. It is rough. It is too rough to irrigate feasibly. 

Senator Corpon. What is the nature of the terrain ? 

Mr. Enctes. Well, it is fairly rolling. It slopes down toward the 
middle on both sides and is pretty sharp in places. There would have 
to be a lot of dirt moved. 

Stnator Haypen. On the other hand, what is done in some places 
where you have ele tric ity is to pump water out of a canal and irrigate 
You do not have to have a well. 

Mr. Enotes. No, but then it would cost you $40 an acre for equip 
ment to do the sprinkling. 

Senator Haypen. But you would save all the cost of landleveling. 

Mr. Enexes. Yes, I understand that. 

Senator HAaypen. I know of a tract of land when they pump out 
of a canal and grow a good crop of alfalfa. How far do you have 
to go to water for your wells? 

Mr. Enotes. One hundred feet on my farm. 

Senator Haypen. Are there many wells in the country for 
irrigation ? 

Mr. Enotes. None that I know of. 

Senator Haypven. Well, that is what I am getting at. We find that 
if everyone has wells, the table goes down. 

Mr. Enctes. The water table below 100 feet is salt in the oilfields, 
usually, and we cannot get water for irrigating at all. 

In closing. I would like to se ay that we feel that until the proponents 
can produce something that would indicate that they a district, have 
the people with it, I think that the money should be held up even for : 
year or two. ‘That would not be too long. If they can get 50 percent 
or more, it will be all right, but I think the sy are using the Government 
in this thing more for the construction costs that will be spent in the 
area than they are for the actual looking forward to the irrigation. 

I want to thank the committee again for the opportunity to appear. 

Senator Corpvon. Thank you. 


Mr. Willis. 


MISSION INDIAN FEDERATION, SAN DIEGO, CALIF, 


STATEMENT OF PURL WILLIS 
PREPARED STATEMENT 


Senator Youne [presiding]. Mr. Willis, do you want to file your 
statement and then summarize it? 

Mr. Wiis. Yes, Mr. Chairman; and I wanted to read just a few 
excerpts from my statement. ‘Then I am ready to be cross-examined, 
because there are some issues here that I think are worthy of special 
attention. 

My name is Purl Willis. My home address is Box 1548, San Diego, 
Calif. I reside outside the city limits. 
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I represent and speak for the Mission Indians of southern Cali- 
fornia. I am not an attorney and have no contract or agreement 
either directly or indirectly with any group of Indians or attorneys. 
My services to the Indians are and have been for some 20 years, 
gratuitous. I have resided in San Diego for some 48 years. Iam a 
licensed real-estate broker. I have been a city and county official. 

Senator Youne. Whom do you veer here today ? 

Mr. Wiis. The Mission Indian There are some 46 groups out 
of the 50 original identifiable groups of Mission Indians that signed 
treaties with the Government in 1952 and which treaties, of course, 
were never finally ratified and d.d not become real treaties. 


NO CALIFORNIA INDIANS HAVE TREATIES WITH THE UNITED STATES 
STATEMENT FROM HOUSE REPORT 


Senator Young. I note that your statement referring to the House 
report says in part: 

It is the committee’s understanding that the State of California has assumed 
full responsibility for all California Indians, either on or off reservations, insofar 
as welfare assistance and medical services is concerned. 

Is that right? 

Mr. Wiuuis. Yes, Mr. Chairman. 

There is an issue here in the California situation that is undoubtedly 
different from every other State, and the basic part of it 1s 
that the State of California has, by its own laws, accepted the Indian, 
on and off the reservation as having all the rights of other California 
citizens, and has provided the necessary aid and support and _ hos- 
pitalization for all needy Indian citizens of the State, either on or off 
reservations. That law was enacted in 1937. 

Senator Younc. An Indian can get welfare assistance no matter 
where he is, in California? 


RECENT COURT CASE 


Mr. Wiis. Yes, sir. And it took a suit which we instituted July 
17, 1952, to bring that 16-year-old law to a test, after many years’ 
frustration. We had urged the Indian Bureau to cooperate and 
acknowledge that our Indians were fully qualified and the State 
wanted to accept them on the basis of citizenship pespenea ty. Our 
present attorney general ruled August 22, 1951 fore we filed the 
suit that the State law was mandatory. Even en some counties did 
not obey the law and we brought this test suit by an Indian who lived 
on a reservation. The attorney general then cooperated with our 
own attorneys and filed a brief in our behalf, as did Mr. Felix Cohen 
of Washington, as general counsel of a national organization interested 
in defense of citizenship rights of Indians. We were able to get local 
attorneys to prepare and file the petition in the San Diego courts. 

I have here the decision rendered by Judge Arthur L. Mundo on 
February 3, 1953. It was a sweeping decision ; the court citing leading 
Indian cases over the Nation supporting his contentions of the basic 
rights of the California Indians, as citizens, not as wards. We are 
hoping the case will be appealed to the highest courts. 
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APPEAL FOR END OF BUREAU WARDSHIP 


I would now like to read from 2 or 3 paragraphs of my prepar: 
statement, and which I ask to be printed in the record. This situation 
in California, as I say, Mr. Chairman, is basically different from that 
of every other State. I think that California has a set a patter 
justifying our appeal that immediately steps should now be take: 
to end Bureau wardship rule in that State. 

I would like to briefly comment on a statement recently made b 
the Secretary of the Interior, as his “policy statement,” which | 
issued after a conference with the chairman of the Senate India: 
Affairs Committee, and the chairman of the House committee, in whic! 
they called upon the Secretary to outline his policy toward certair 
Indian problems. In effect, the Secretary’s statement was: 

That he was ready to recommend to Congress the ending of Gover 
ment administration of Indian affairs over any individual tribe of 
Indians, when and if local communities would enact the necessar\ 
legislation that would place the Indian on the same basis of othe: 
citizens in the usual services needed, such as welfare education and 
hospitalization. 

l have a copy of that statement, and I would like to have it insert 
in the record at this point. 

Senator Youne. That will be placed in the record at this point. 

(The statement referred to follows:) 


(Copy or “PoLicy STATEMENT” ISSUED BY OFFICE OF SecRETARY McKay 
ON MakcH 12, 1953) 


In letter addressed to Congressman Harrison, the Secretary’s office stated : 

I regret the delay in advising you of the attitude of the Department wit! 
respect to the Indian matters which were discussed with you and Senator Wat 
kins on February 27th. As you know it was necessary that I discuss the four 
questions with Secretary McKay, and it was not until a few days ago that 
were able to devote sufficient time to the matter. 

The four points under consideration have now been resolved and you m 
consider the following statement the general policy of the Department on ths 
matters. 

(1) Federal responsibility for administering the affairs of individual India) 
tribes should be terminated as rapidly as the circumstanees of each tribe wi 
permit. This should be accomplished by arrangements with the proper publi 
bodies of the political subdivisions to assume responsibility for the services 
customarily enjoyed by the non-Indian residents of such political subdivisions 
and by distribution of tribal assets to the tribes as a unit or by division of t 
tribal assets among the individual members, whichever may appear to be th 
better plan in each case. 

In addition, responsibility for trust properties should be transferred to the 
Indians themselves, either as groups or individuals as soon as possible. 

(2) Payments of current tribal income should be made on a pro rata basi- 
to the individual members of each tribe with due regularity where such payments 
are consistent with the point of safety in the protection of the tribe as a whole 
and recognize the responsibility of the tribe to contribute a fair share of the cost 
of services. 

(3) It is felt that rehabilitation legislation can best be adopted by a sing 
measure, although it is recognized that such legislation will require much cor 
sideration. In the interim, it may be necessary to adopt rehabilitation measures 
for individual tribes or areas. The Department will be glad to participate in 
any manner you may suggest. 

(4) The Department will make prompt reports on all bills submitted for cor 
ment when such measures are noncontroversial in nature and, as to others, wil 
mnake reports as promptly as circumstances permit. 

Orme Lewis, 
Assistant Secretary 
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Thus, it is now possible to learn just what the policy of Secretary McKay is to 
be concerning these four major Indian issues. The overall view of the future 
policy of the new administration toward Indians and their century-old problems, 
which have grown out of wardship rule, gives much encouragement to Indian 
leaders and their friends who have examined this, the first policy statement 
coming out of the office of Secretary McKay. 


TOTAL ENROLLED INDIANS 


Mr. Wiuis. I would like to read a paragraph from my prepared 
statement at this point. 

There are today some 20,000 or more native enrolled California In- 
dians, representing more than 100 original identifiable bands of the 
State. Actually not more than 3,000 to 5,000 California Indians 
reside on or have any interest in reservations or restricted lands. 
The balance, or more than 15,000 California Indian citizens, do not 
now nor have they ever resided on reservations, and neither do these 
[Indians have any interest in such lands. 

The only interest the Indian Bureau can claim it has in these non- 
reservation Indians of the State is that they are enrolled, and do have 
an interest in the remainder of the Court of Claims award made in 
1944, and of which probably some $2 million remains in the United 
States Treasury. 

These 15,000 Indian people live among the general population of 
the State, and are looked down upon by their neighbors and exercise 
all of the rights and pay the same taxes as other citizens. Not one dol- 
lar of the funds donated by Congress to support the Indian Bureau in 
California is spent for the benefit of these nonreservation Indians. 
The fact that these Indians are enrolled by the Bureau and are listed 
in its total Indian population of the State in its annual budget de- 
mands on the Congress, is no justification for its claim that any of the 
funds are expended for such nonreservation Indians. 

We suggest that this information should have been given the com- 
mittee by the Bureau representatives. 

That means, in other words, that of the some 20,000 Indians in 
California—and the Bureau claims more than that—only 3,000 to 
5,000 live on Indian restricted lands, but the Bureau uses the total 
of more than 20,000 Indians in the State in building up its total in 
the Nation of 420,000 Indians, to whom it must e .xtend | various services. 


INDIAN BUREAU INTERFERENCE 


The Mission Indians of Southern California during the last 20 
years I have known them, have consistently stated that they do not 
want the Indian Bureau interfering with their lives. Every problem 
that they have, Mr. Chairman—and I say this advisedly, and I back it 
up with factual evidence—every problem that they have in California 
is caused primarily by the Indian Bureau rule, and which is absolute. 
Every loss of land that they have today stems from that Bureau 
control. It is an awful charge to make against a Government agency, 
but I have spent 20 years of my life in trying to aid in clarifying this 
mess—I gave up a good position, in order to answer the continued re- 
quests of these great Indian leaders, to assist them and as I have stated, 
my services are gratuitous. It is a pitiful situation and it is hard 
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to believe that any man would devote his life to the problem of 
trying to restore to the Indians their liberties, which were taken from 
them, and, of course, along with that, their lands and other valuable 
rights. 

The Congress has recently provided a way for a 
through the courts for the land and other losses. Under the Indian 
Claims Commission Act of 1946 through attorneys pleted by the 
Indians, most bands have filed claims. 

I think that no group of Indians of the Nation can claim greater 
value in land and other rights that were completely swept away by 
the invasion of the white man. 

So, there they are today, 46 of the original bands, probably the 
largest group of individual bands left in this Nation, patiently seeking 
the removal of the Federal Indian Bureau from further interference 
with their rights. They ask no favor—only their just rights. 


OPPOSITION TO FUNDS FOR CALIFORNIA AGENCY 


We hope that this Congress will cut off the total amount of 
£1,771,259, which the Indian Bureau is demanding for its California 
agency for the next fiscab year. 

In 1950, seven Indian witnesses came with me here, and they ap- 
peared as witnesses before the House Appropriations Committee on 
February 28, 1950, and their testimony was so convincing that the 
committee swept out the whole budget proposal, for its California 
agency totaling, some $2,640,000. 

Mr. Chapman said in an interview opposing the action of the House 
committee: “Purl Willis, from San Diego appeared before the House 
committee with a bunch of Indians, and talked them into wiping out 
the whole budget”—and he demanded that it be restored. The House 
committee chairman sent secretary a copy and asked him to file a 
statement. They gave him a copy of our testimony and asked for his 
comments, but the secretar y failed to reply. However, about half of 
the Bureau demands was restored, the record shows. 

Last year we came again and for the same purpose, to urge Congress 
to not appropriate any funds for the California Indian agency, because 
it is not needed, because California has enacted laws to meet the needs 
of the 3,000 to 5,000 Indians who reside on reservations. No need for 
the Bureau. The House Appropriations Committee in 1952 again 
agreed with the Indian delegates and cut out the $3,600,000 demanded 
by the Bureau; but Congress later restored about half of the original 
demand. It approved $1,787,929 for the present fiscal year. 

So, during those 2 years, after the testimony of these Indian wit 
nesses, 3 million dollars was saved. This year we can point out in the 
b = requests that you should not give them a dollar. 

Mr. Chairman, it is significant and I wish this committee would keep 
itin mind. It is very significant that the Indian service in California, 
in its great central agency set up in Sacramento with a staff of people 
riding over the State—it is significant that they refuse to comply to the 
written request for a copy of their California budget setup. This 
budget information should be made available to the Indians themse slves, 
for how else can they intelligently discuss it. 
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INABILITY TO OBTAIN BUDGET INFORMATION 


The Mission Indian Federation is the oldest and almost the exclusive 
Indian organization representing Indians in southern California. 
Mr. Leonard Hill, the area director, in refusing, said that the Indian 
Federation was not a Government recognized organization of Indians, 

Well, they refused to give the budget to us. When we came to 
Washington on February 17, 1953, we tried to get our Congressman to 
secure a copy of the budget. We advised the Congressman how it 
could be gotten. We knew how it was made up in California. 

The Congressman came back and said, “We cannot get it.” 

Then I went to Mr. Jensen, the chairman of the House Appropria- 
tions Committee. We sent Mr. Jensen a letter and asked him to co- 
operate in getting it for us before we appeared before his committee 
which was set for March 23. We were unable to get it through Chair 
man Jensen. And when we appeared before the committee on the 
23d of March, we saw that the chairman of the committee, of the 
House Appropriations Committee, before whom we had been appear- 
ing all these years, did not have a breakdown on the budget. 

We could not really discuss the Budget items in detail, or even the 
total demanded. We said that we knew that it was going to be with- 
held. We heard through the Indian “grapevine” before we left Cali- 
fornia that “this year Willis will not see the budget until after the 
hearings in the House.” 

We had sent a request to the Secretary of the Interior for copy of 
the California budget on March 11, but did not receive it until 
April 11, some 3 weeks after the hearing. 

So now I have a copy of the budget, and I have been able to ex- 
amine the main items, and will direct my statements to some of the 
larger demands. 

I would like to submit for the record copy of the budget for 1953 and 
also 1954. 


32224—53—pt. 2——31 
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(The information referred to follows:) 


Bureau of Indian Affairs, State of California 


1953 appro- 1954 Budge 


»propriation and activities : 
Appropriation and ac 7 priation estimate 


Health, education and welfare services 
1. Hospitals, disease preventive and curative services 
2. Educational facilities and services and assistance 
3. Welfare and guidance services 
4. Placement services 
5. Maintaining law and order 


Total 


Resources management 
. Forest and range lands 
Fire suppression 
3. Agricultural and industria) assistance 
Soil and moisture conservation 
. Operation, repairing and maintaining irrigation systems 
3. Renair and maintenance, roads and trails 
. Development of Indian arts and crafts 
. Management of Indian trust property 
Repair and mainteinance buildings and utilities 
. Weed control pre 


Total. 


Construction | 
1. Buildings and utilities | 2, 000 
2. Roads and trails ds 350, 000 
3. Irrigation systems | 200, 000 


Total ‘a 552. 000 | 
General administrative expenses J | 38, 000 


| | 
Grand total - ee , 787 929 | 1,7 


1 State education contract 
2 For Hoopa Valley Hospital, attendant’s building 


There is the heading for “Health, Education, and Welfare Services” 
The total they want is $772,865. Now, that is made up of hospital, 
disease, and curative services, $446,718; for educational facilities, 
$315.98; and for law and order, an item of $10,158. They have one 
Indian policeman in the State, as far as we know, a white man. A 
total for these three items of $772,865. I repeat this total covers health, 
education, and welfare services. 


ENACTMENT OF MODERN WELFARE CODE 


Now, the State has enacted a modern welfare code which ex 
tended all of these services to all Indians, the Reservation Indians, 
residing on or off. None of this $772,865, should be approved. How 
ever, the Indian Bureau staff all these years since 1937, through their 
powerful lobbying efforts among various State and county officials, 
that the provisions of the State law did not include Indians, always 
insisting that the Indians and their problems was for the Bureau 
exclusively. 

That condition has been going on more or less, Mr. Chairman, for 
20 years. The Bureau defies interference by anyone or from any 
source. 

The Bureau policy has been that they own the Indian and nobody 
must interfere. I guess maybe my efforts and the Indians’ efforts in 
defense of their legal rights have been too pointed, and maybe too 
insistent that they as citizens had rights also. We have been made 
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the subjects of vicious threats and of violence and abuse. We have 
been thrown in jail, beaten up, and atrocities like that. We have 
continued the crusade regardless. 

They do not allow anyone to defend an Indian. It is a pitiful 
situation. Today there is no effective nationwide organization of 
Indians. 

Before Mr. Collier became Commissioner in 1933, we had an organ 
ization which made an enviable record defending Indians. It was 
composed mostly of prominent white friends. It was the American 
Indian Defense Association. It was well supported financially and 
had a good war chest. This welfare organization took an active part 
in every hearing and opposed every bad attempt of the Bureau to 
control Indians. The hearings show that Mr. John Collier and his 
organization’s whole program and fight was on the full citizenship 
of the American Indian as against continued wardship. An entirely 
different philosophy and policy was installed the moment Mr. Collier 
became Commissioner in 1933. There is no effective organization of 
Indians or any other group of people, as far as I know, which has 
taken the place of the American Indian Defense Association of 1930. 

I have been here since February 17. ‘The Indians pay part of my 
expenses. I have filed a statement under the lobbying act, and I have 
tried to comply with all of the requirements, and I am hoping that 
this committee will now seriously consider this matter of ending 
Bureau wardship control over California Indians. 

There is no reason for a bureau in California. Our legislature on 
May 28, 1951, (see Congressional Record of that date) unanimously 
approved a resolution asking this Congress to eliminate all forms of 
wardship control, so that our Indians could enjoy all the rights of 
citizens. Both political parties took similar stand on the rights of 
Indians, in their recent platforms, but will say nothing further at 
this time along that line. 

Senator Youne. We do not want it to be a political statement. 

Mr. Wiis. Mr. Chairman, in resuming, I will try to address my- 
self now to the budget items and I also want to de ‘vote very brie fly 
some time on the court decision in this suit. I think it has a far- 
reaching bearing upon what we are trying to get done here. 


STATE WELFARE LAWS 


I have referred to the health, education, and welfare services and 
have pointed out that under the State welfare law the needs of the 
Indians are fully provided for. That law covers not only welfare 
but hospitalization, and it says “shall,” it does not say “they may,’ 
but the county shall aid and support, and the court has so ruled and 
also the Attorney General insisted the State law was mandatory. 

Now, that takes care of health and welfare. Now, on matters of 
education, $315,000 is asked in carrying out a provision of the Johnson- 
O’Malley Act that I want to briefly refer to. 

The Secretary has a contract on education under that Johnson- 
O'Malley Act with California. They did not make a contract on 
welfare and hospitalization as the act provided a could do. 
only made a contract on education. That was 193 

Following that, the State passed a sales tax law in which a3 percent 
sales tax was enacted. Indians pay that, and that sales tax, all of it, 


They 
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was intended for the upkeep of our public schools. So from that day 
on the Indians paid a direct school tax. 


RIGHT TO ATTEND PUBLIC SCHOOLS 


Now, the California schools are free under the constitution of the 
State and attendance is compulsory, so there is no reason for this 
special payment to the State. In effect it is discriminatory and illegal 
to deny to an Indian free access to the public schools. In fact, under 
a suit instituted many years ago in behalf of the Indians from a reser- 
vation who were denied the right to attend public school in the State, 
the Supreme Court finally settled the matter and declared that In- 
dians had the same right as other children to attend the publie schools. 
Now, that is settled. Therefore, there is really no necessity for mak- 
ing a contract with California on matters of education. It might be 
that the Congress would feel that in some area where there was so 
much Indian land that it would be unfair to non-Indians who do pay 
a small land tax for support of schools, but in our State that is not 
the situation. In the whole State there are only 611,000 acres of 
Indian reservation land, some of them 300, 500, or a few 1,000, acres, 
mostly in the mountain areas where it is scarcely worth anything. 
The good land almost invariably has been lost to non-Indians. There 
is an area in the northern California mountain area, known as the 
Hoopa Reservation, where the Indians do have some valuable timber 
interests. But, in matters of hospitalization and welfare, we have 
shown you there is no need to give the Bureau any funds. 

In education likewise there is no need, and the court recently de- 
clared that the Indians had the right to attend public schools. 


RESOURCES MANAGEMENT 


Now, leaving those items, we will pass on to “Resources Manage- 
ment.” One item under this head is for the management of Indian 
trust property. Knowing practically every reservation in the State 
and being entirely familiar with them in southern California, I 
don’t know where the Indian Bureau could justify any such item as 
that, $282,857 for the management of Indians’ trust property. ‘The 
Bureau does manage—I think mismanage is the proper word to use— 
the Indian property at Palm Springs, where there are less than 100 
Indians, but the resources of the tribe pays the expense. We have no 
other property in southern California that is managed by the Indian 
Bureau, for which it can justify such demands. 

Then in the last item there, construction, as set out in the copy of 
the budget from the Secretary of the Interior, the main item is made 
up of roads and trails, $892,000. 

Mr. Chairman, I want to specifically call your attention to the fact 
that Indians in California, like all other citizens who operate auto- 
mobiles pay the gas tax, it is a big gas tax and it brings in of course 
enormous amounts. Now, the Indians paying that gas tax for all 
these 15 years or more were entitled to have roads built on Indian 
reservation land and they would have had them built by county road 
officials if it was not for the actual interference of the Indian service. 
Having been a public official, I am well prepared to explain that 
situation, 
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ROADS ON INDIAN LANDS 


The Indians were entitled to roads because they pay the gas road tax 
and the county officials at my request have often stated, we will build 
roads on Indian lands with this gas money u the Indians will give 
us the right-of-way. And by: ‘the w: ay, the gas tax in California is 
the exclusive source of construction of all Nahi ays and roads and the 
maintenance thereof. No land pays a road tax in California. 

Now, the Indians are entitled to roads on their lands. They could 
get roads on their lands, so the county offici: ils have agreed if the 
Indians would dedicate a right-of-way that was suitable to the county 
road officials, and the Indians were willing to, but through continued 
policy of the Bureau against this plan no such reservation roads have 
been constructed. 

I know of no actual dedication right ever having been given. The 
Bureau has under condemnation proceedings allowed roads to be 
built, yes, but the Indian Bureau now wants $392,000 of public money 
to set them up in a roadbuilding program in which the y will later, 
they say, turn these roads over to the county. There is no justifica 
tion for providing one dollar for this purpose. 

All these years the county should have been building those rosda 
and would have done it if the ordinary procedure had been take 

The Indian Bureau witnesses who appeared here in support of 
demands, Mr. Chairman, should have advised this committee of t] 
facts. It was the duty of these Bureau witnesses to have given 
facts to your committee. This important evidence was withheld f 
the House Appropriation Committee, just as it has been with! 
from your committee. 


APPROPRIATION POR SCHOOL PURPOSES 


One of the items they mentioned the other da) was SOOl1, 
lieve, for the California agency for school purposes. 
it over at the House committee, the only information t 
man could get was that this expense of a ration of the 
koarding se hoo! operated by the Indian Bureau at the Sherm 
school pl: unt near Riverside, Calif. 

About 600 Navaho and other Arizona Indian children 
ported from the Nav: aho coun try, some SOO miles, and they be" 
over, without the consent of the California Indians who « 
great Riverside School bu ildings, once operated by the aves 
whic +h we demanded be closed when the Indi: oe children were an clare 
entitled to go to our public schools. Not one California Indian ch 
goes to the Riverside School. 

Now, that property ae to the California Indians, a Chair- 
man, and was paid for by California Indians as an offset charge of 
some 31% to 4 million dollars under a Court of Claims award made 
in 1944. Our treaties made with about one-third of California In- 
dians did not become operative, they were turned down by the Senate 
in 1852. After 50 years they were found in the secret archives of 
the Senate in 1905. and then, 23 years more Congress finally, in 
1928, allowed the Indians to bring suit against the Government for 
compensation. The Indians had no attorney selected by them. The 
attorney general of California was arbitrar ily named as the attorney 
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for the Indians. No testimony was taken. The case was settled out 
of court and in 1944 the gross award was announced as some $17 
million for all the Indians of the State. Twelve million dollars was 
an offset charge or debt against the Indians. Now, that $12 million 
offset charge covered every acre of reservation land in the State 
which totals about 611,000 acres. The California Indians have paid 
for their reservation land. Yes, the California Indians have paid 
for every acre of their reservation lands. In that $12,000,000 they 
also paid all of the expense of operating the Indian Bureau in Cali- 
fornia, in welfare, aid, police, and for all the Bureau automobiles, 
trucks, tractors, Bureau schools and everything else, for 91 years. So 
the California Indians have paid for the complete administration of 
the Indian Bureau in the State, in this $12 million offset charge. 

Now, why should this outdated, needless agency be carried on fur 
ther? Mr. Chairman, and finally let me state there are two laws en 
acted by Congress which even during the past 15 years, which if they 
would have been enforced by the Secretary and the Indian Bureau, 
would years ago have eliminated this confused program and you wouid 
not have much of the Indian problem you have today. 


JOHNSON-O’MALLEY ACT 


The Johnson-O’Malley Act of 1934 is one of those laws which cov- 
ered the complete transfer to each and every State of all Indian wel- 
fare, education, and health problems. If that law had been carried out 
by the Secretary of the Interior and the Indian Commissioner, by mak 
ing contracts with every State where Indians resided and paying into 
such States whatever the expense might be for those Indian services 
which Congress intended be transferred to the States, Congress would 
not today be confronted with the admittedly disgraceful, wasteful 
problems found existing on every hand among Indian reservations. 
in that way the three main problems of the Indian Bureau would have 
been e rased and transferred to the States where they belonged. 

Now, in addition to that, Mr. Chairman, before that Johnson- 
O’Malley Act became a law, C ongress in 1929 passed a sanitation law 
which is sound, and constructive and far reaching. It provided a 
definite and effective plan of transferring to every State and Terr itory 
the sanitation and hospitalization services of all reservation Indians 
of each State. Here is what the law says. It is United States Code 
Annotated, title 25, section 231: 

That the Secretary of the Interior shall permit the agents and employees of 
any State to enter upon Indian tribal lands, reservations, or allotments therein 
for the purpose of making an inspection of health and educational conditions or 
to enforce sanitation and quarantine regulations or to enforce compulsory school 
attendance of Indian pupils as provided by law of this State under such rules, 
regulations, and conditions as the Secretary of the Interior may prescribe. 

And on September 8, 1933, Secretary Ickes put that law into effect 
in California alone. If that law had been fairly tried out and if the 
Secretary had issued the necessary directive transferring to each State 
of this Nation the sanitation and health and quarantine matters on 
Indign restricted lands, so that Indians would have the same protec- 
tion in these sanitation matters as local health laws provided for other 
people in the surrounding area where non-Indians resided, that prob- 
lem would have been entirely solved. What would you have had left? 
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Very little. The Indian Bureau does not call your attention to these 
most important laws. No it never has, and so far as I know, that 
sanitation law has never been put into effect in any State exc ept ¢ ali- 
fornia, and we had a time getting it done there, but the Indian Service, 
up until today, shows no ine lination to see the law enforced. 

That is not a minor matter. It has a bearing, and it should have a 
bearing, on the whole program of the Indian Service. If the Secre- 
tary really intends right now to carry out the policy of ending Gov- 
ernment control that he has named toward Indians in his announced 
policy statement to which we have referred, he will find that Cali- 
fornia has already met his requirements; and should quickly see its 
Indian citizens enjoying full citizenship rights. 

Now, how will you dispose of the] pak and the assets and tribal funds 
where Indians are found to have such assets? Well, that can be 
handled in an effective, sound manner by the Secretary without the 
aid of an Indian Bureau. I would like to see, as would the whole 
Indian race, Mr. Chairman, this Congress take definite action right 
now to erase the name “Indian Bureau” from this Government’s deal- 
ings in the future with our California Indian citizens. I wish this 
could be the policy of this faneiess A pattern then would be set, 
for other States to follow. Our Indians, Mr. Chairman, are not under 
the Wheeler-Howard bill, the voted themselves out of it, and the 
court says they have no treaties with this Government, and have all 
the rights of every citizen. Indeed this decision of Judge Mundo of 

San Diego is, to those who believe the American Indian is a worthy 
human being, an inspiration. 

That decision is the greatest blessing that can come to our Indian 
people. The courts have now said the Indians have all the rights 
that I have, and if this Congress will now eliminate this Bureau, the 
Indians will not suffer, Mr. Chairman, if you cut out all the funds 
that the Bureau has demanded, the Indian Bureau, and no California 
Indians will suffer. 

I want to thank you, Mr. Chairman, for giving me this time. I 
have been waiting for it for many, many days. 

Senator Youne. Thank you, Mr. Willis. I am sure the committee 
will give consideration to your views. 

(Statement of Mr. Willis follows :) 


JUSTICE THE GUARDIAN OF LIBERTY 


Mr, Chairman, my name is Purl Willis, my home address is Box 1548, San 
Diego, Calif. I represent and speak for the Mission Indians of southern 
California. I am not an attorney and have no contract or agreement either 
directly or indirectly with any group of Indians or attorneys. My services to the 
Indians are and have been for some 20 years gratuitous. I have resided in San 
Diego for some 48 years. Iam a licensed real-estate broker. I have been a city 
and county official. 


BACKGROUND HISTORY OF CALIFORNIA INDIANS: THEIR LONG CRUSADE FOR FREEDOM 


There are today some 20,000 or more native enrolled California Indians, repre 
senting more than 100 original identifiable bands of the State. Actually not more 
than 3,000 to 5,000 Californians reside on or have any interest in reservations or 
restricted lands. The balance or more than 15,000 California Indian citizens do 
not now nor have they ever resided on reservations, and neither do these Indians 
have any interest in such lands. The only interest the Indian Bureau can claim 
it has in these nonreservation Indians of the State is that they are enrolled, and 
do have an interest in the remainder of the Court of Claims award made in 1944, 
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and which remains in the United States Treasury, probably some $2 million r 
maining. These 15,000 Indian people live among the general population of the 
State, and are looked upon by their neighbors and exercise all the rights and pay 
the same taxes, as other citizens. Not one dollar of the funds donated by 
Congress to support the Indian Bureau in California is spent for the benefit of 
these nonreservation Indians. The fact that these Indians are enrolled by the 
Bureau and are listed in its total for the State in its annual budget demands on 
the Congress, is no justification for its claim that any of the funds are expende 
for such nonreservation Indians. We suggest that this information should have 
been given the committees by the Bureau reports 


Unratified treaties made with one-third of California Indians 1851-52 

Immediately following the admission of California as a State on September 9, 
1850, the Senate, upon recommendation of the two California Senators, approved 
a bill directing that treaties be made with all of the various tribes of California 
Indians, in order to get legal title to their lands so that new settlers who were 
flocking to the area could file on public lands. Only 18 such treaties were exe 
cuted by the Indians and the Commissioners, because of lack of funds. Following 
the presentation of these 18 treaties to the Senate in June 1852, they were not 
ratified by the United States Senate, and therefore, did not become effective 
Leading historians claim that at the beginning of the war with Mexico, there were 
some 400,000 Indians residing in the area now known as California. At 
date there were about 15,000 white population. It is also significant that 
California Indians welcomed the troops of the United States in 1846, and joined 
voluntarily in opposing the Mexican troops in the area. Although the Indians 
who signed the 18 treaties made in 1851—52, were never advised that the treaties 
were not ratified by the Senate, in most every instance Indian bands carried out 
their agreement and moved off their ancestral homelands and soon found them 
selves pushed back into the mountain recesses. Those Indians (the two-thirds) 
who had not yet signed treaties were driven from their homes as the white 
invaders increased, and suffered similar injustices. 

Although many of the atrocious acts of the white invaders have been found in 
records of public hearing, archive papers and through private research and the 
lecal press of those vigilante days, it may be best that time has erased most of 
that record even though the scars remain. The 18 unratified treaties were hidden 
away in the secret archives of the Senate and only accidentally found some 53 
years later, or in 1905. After some 23 years of continuous effort on the part of 
Indian leaders and by white friends in California, Congress in 1928 approved a 
jurisdictional act under which claims were filed. The California Indians, how- 
ever, did not have an attorney selected by them, but the attorney general of 
California was arbitrarily named in the act to file and prosecute the claim fo 
the Indians 

After some 16 years a compromise settlement was agreed upon by the a I 
general of California representing the Indians and by the Department of Justi 
on behalf of the Government. No testimony of Indians was taken. A total 
award of some $17 million was approved by the Court of Claims on Decemher 4, 
1944. Under the act the Indians were compelled to pay as offsets some $12 mil- 
lions which covered some 620,000 acres of reservation lands occupied by Indians 
in the State. The offset charges covered the expense of the Indian Bureau for 
about 90 years, for the construction and operation of Indian Bureau schools and 
other services, ete. The Indiana Bureau boarding school near Riverside, Calif., 
known as Sherman Indian School, was an offset charge, at a total of some $3% 
million There remained after the $12 million offset charges some $5 million 

\ significant fact that should be kept in mind, we submit, is that no California 
Indians have made any legal treaties with the United States, and sti i 
the status of American citizens, a specific provision of the treaty 
Mexico in 1848. Another important factor on which the Indians rely to preserve 
and defend their citizenship rights as opposed to wardship status, is the fac 
that following the end of the war with Mexico, no group or tribe or band 
California Indians carried on tribal life—they became “.merican citizens, a 
fully adhered to their allegiance to the Government of the United States. TI 
participated in the first Statewide elections held in 1851. 

Conoress and not the Rureau should be the polie) making authority 

The record across the years shows that the Indian Buresu, and not the Con 
gress, has charted its own policy, and instead of carrying out the original pur 
pose for which it was set up more than a century ago to aid the Indian race in 
assuming citizenship responsibility, this Government agency has grown in size 
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and power until today it is an empire unto itself, a 
and authority to perpetuate itself. 

All of us admit that our Government does have a direct responsibility to the 
American Indian, as it does toward all other citizens. But the prime requisite 
of that duty is to give him an equal opportunity to advance and thus build for 
himself security and happiness. The whole theory of the Indian Bureau is that 
the Indians, all of them, are an incompetent people \n examination of the 
budget proposals for this fiscal year, as in the pist, shows that it has set out to do 
for Indians the very things they should be doing, and are fully capable of doing 
for themselves. That is the tendency and direction of too many of these so-called 
welfare and help-the-common-man groups who demand that the Government 
make this idea a part of its national policy. Such a policy will weaken any 
people. Now is the time to call a definite halt on this part of our policy toward 
the Indians. No people are better qualified to take over and handle all of their 
own affairs. Too much cannot be Said against the present direction the Indian 
Service is going—it is ruinous to the race. 


} 
l 


The Indian Bureau withholds information about its b t ogram 

The Indian Bureau policy has always been, in our experience, to refuse to allow 
the Mission Indians to examine its annual budget proposal! ‘fore it is submitted 
to Congress. Such information is vital to their having any voice in the program 
the Bureau makes for them. California Indians realize that there is no sound 
reason for allowing the Indian Bureau to continue its bureaucratic control over 
their affairs, and in order to show the Congress why it should not appropriate 
funds to sustain it, they should have a right to examine its annual budget pro 
gram, This year again, the California area director, Mr. Leonard Hill, replied 
to the written request for a breakdown itemized statement for its agency de 
mands, and absolutely refused to give the Mission Indian | 
information. 

After arriving in Washington on February 17, 1953, we appealed to our 
Congressmen to aid in securing from the Bureau this needed information, and 
the report came back again that such information was not to be had. We re 
ceived the same reply when we asked the chairman of the House subcommittee on 
Appropriations (Interior) to see a copy of the California agency budget pro 
posals. Then, when we appeared before that committee on March 23, we learned 
that the committee itself was without a detailed breakdown of its California area 
budget. Naturally this prevented any factual discussion of the proposed budget 
as we had hoped would be possibl We had reason to believe, and so advised 
the committee, that the Bureau had such detailed information here in Washin 
ton. We were finally able to get an itemized breakdo statement of the budget 
for the California agency on April 11, 1953, as a result of a special appeal 
made to the Office of the Secretary of the Interior on March 12 Thus after some 
3 weeks from the day we apy “e fe the House committee, we finally 
a copy of Bureau budget for its California agency We should have had this 
information before we met the House committee. We feel fully justified in 
charging that the Indian Bureau here in Washington had this information all 
the time, and it was denied us purposely. Indians and the public—both con 
tributing their share of the taxes sustaining the Bureau—have a right to examine 
these budget demands. The boldness with which the Bureau withholds this in- 
formation from those who have a right to examine it. surely calis for severe 
censure. 

And now, as we at last have a chance to discuss the California budget pro 
posal with the members of the Senate subcommittee, we feel fully qualified to 
show in detail the unsoundness of the whole Bureau California program, and 
why it should be rejected. 

It will be seen by examining the proposed budget which has been set up for 
its California agency, that the Bureau calls for a total of $1,771,259 for the 
coming fiscal year starting July 1, 1958. As we have pointed out in a previous 
page of this statement, approximately 3,000 to 5,000 California Indians actually 
reside on the various reservations in the State. The great majority of the en- 
rolled California Indians, unlike those of other States, do not now nor have they 
ever resided on reservation lands. Not one dollar of this large budget demand 
is spent for the welfare or benefit of these nonreservation Indians, who number 
more than 15,000. These Indians have no interest in the reservation lands. 
The Indian Bureau officials know this to be true and, we submit, they should 
have so informed this committee. 


organization such 
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This administration has taken a strong and definite stand regarding the neces 
sity of eliminating waste, graft, and duplication, and we feel certain that it 
would not approve this California Indian Bureau budget of $1,771,259 if it had 
the facts which we have and desire to make available. All California Indians 
are fully able to handle all of their own affairs, and Mr. William Zimmerman, 
Acting Commissioner, on February 8, 1947, when appearing before a Senate 
committee to answer testimony of Mission Indian witnesses demanding the re- 
moval of all forms of wardship restrictions—that official, under oath, declared 
and recommended that the Mission Indians and all California Indians should be 
released from further Federal control. That was more than 6 years ago. Fol 
lowing that outright declaration by the head of the Bureau, a program was started 
to end further Bureau wardship control over the various bands of Mission In 
dians. As a result one small band of Mission Indians were given a patent-fee 
title to their reservation lands, and they now proudly pay the same taxes on 
their lands as do other citizens. They consider themselves free, This is the 
Laguna Band of Mission Indians of San Diego County. The Bureau, however, 
refused to carry out its recommendation to extend all California Indians this 
same right. 


HIGHLIGHTS AND IMPORTANT EXCERPTS FROM JUDGE MUNDO’S DECISION 


We submit for the record important excerpts from the recent ruling of Judge 
Mundo, of San Diego, regarding the legality of the California Welfare Code. 

Under a decision rendered on February 3, 1953, by Judge Arthur L. Mundo, 
judge of the superior court at San Diego, the court stated: 

“The Mission Indians do not belong to any tribe recognized as such by the 
United States as a distinct political entity. It has not been shown that the 
Mission Indians have or ever had a tribal government of any sort. It does not 
appear that the members of this group were subject to or owed allegience to 
any government since 1848, except the United States and the State of Califor 
nia. The United States never made any treaty with the Mission Indians nor 
treated the group as a political entity. 

“By an act of Congress in 1887, Indians such as the Mission Indians of Cal 
ifornia who are not members of any tribe recognized as such by the United 
States as a distinct political community, were declared to be citizens of the 
United States (1938 Cal.).” 


And then the court continued to clarify the citizenship rights of California In 
dians, and cited the following decisions: 


“In People v. Pratt, 26 Cal. App. (2d) 618, reference is made to retain juris 
diction in the United States Government to try and punish the reservation In- 
dians. On page 622 it is said: 

“There are certain Indian reservations in the United States over which the 
Federal Government has specifically retained jurisdiction to try and punish 
the Indian inhabitants thereof for violations of criminal laws. Where the 
enabling act of Congress admitting a State into the Union makes no such res 
ervation of jurisdiction with respect to Indian tribes therein, and upon the 
contrary when such States are admitted ‘on an equality with the original States’ 
the sole jurisdiction to try and punish Indians therein who have been eman 
cipated in the manner heretofore stated, is conferred upon the State courts. * * * 

In United States vy. McBratney, 104 U. S. 621, the Court said: 

“Whenever, upon the admission of a State into the Union, Congress has in- 
tended to except out of it an Indian reservation, or the sole and exclusive juris- 
diction over that reservation, it has done so by express words * * *, The 
State of Colorado, by its admission into the Union by Congress, upon an equal 
footing with the original States in all respects whatever, without any such 
exception * * * has acquired criminal jurisdiction * * *. The courts of the 
United States have, therefore, no jurisdiction to punish crimes within that 
reservation. 

“The language of the McBratney case would seem applicable to the case of 
the Mission Indians of California. This State was admitted into the Union 
‘upon an equal footing with the original States in all respects whatever.’ (9 U. 8. 
Stat. L. 452). 

“In the absence of a limiting treaty or congressional enactment, each State 
has a right to exercise jurisdiction over Indian reservations within its bound- 
aries (People vy. Martin, 526 U.S. 496).” 
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And then follows further citations and language all sustaining the contentions 
of the Mission Indians that they have all the rights and responsibilities of citizen 
ship, and that the assumption by the Indian Bureau of arbitrary control over 
their affairs is illegal and unjustifiable: Judge Arthur Mundo continues: 

“State officials are authorized to enter upon the Pala Reservation for the 
purpose of enforcing State laws and regulations respecting health and educa 
tional matters (25 U. S. C. 2381). 

“The laws of California respecting inheritance and eminent domain are ap 
plicable to the Pala Reservation and the inhabitants thereof (25 U. S. C. 372; 
25 U. 8. C. 357). 

“In Francisco v. Industrial Accident Commission etc., 192 Cal. 635, it was held 
that a California Indian living upon unallotted lands in a Federal reservation, 
if injured in the course of his employment, came within the beneficent provi 
sions of the California Workmen’s Compensation Act.” * * *, 

Regarding the contention held by the Mission Indians and other California 
Indians for many years that there is no justification for the arbitrary holding 
by the Indian Bureau that all Indians in California are wards of the Govern 
ment, Judge Mundo in his far-reaching opinion rendered in a suit brought by 
the Mission Indian Federation to test the California Welfare Code, regarding 
the rights of Indians to share in the benefits of the welfare code approved by 
the legislature in 1937, declared: 

“In the case of Lone Wolf v. Hitchcock, 47 L. Ed. 299, is cited to support the 
proposition that— 

“Indians are wards of the nation, ‘etc.’ * * 

“A review of the Hitchcock case shows that it dealt with Indians of the Chero 
kee Nation, a separate community, recognized as such by the United States and 
with whom the United States had treaty negotiations. The same general situa- 
tion prevailed in the case of Tiger v. Western Investment Company, 221 U. 8. 
286, in which the Creek Indians were involved. The United States had treaty 
negotiations with this nation of Indians. This line of cases is inapplicable to 
the Mission Indians of California for the reason that the Mission Indians have 
never been recognized by the United States as a separate political community.” 

And we continue to quote from the decision of Judge Mundo: 

“In the briefs filed in the present case by the attorney general of California 
and the general counsel of the Association on American Indian Affairs, Inc., 
the contention is made that the Mission Indians of California are no more ‘wards’ 
of the Federal Government than a non-Indian war veteran who might be entitled 
to term insurance, home purchase assistance, educational and medical benefits, 
as well as burial expenses, and support and maintenance at a veteran’s facility. 

They point out that the usual characteristics of a guardian and ward relation 
ship are not present in the case of the California Indians 

“The Indians residing on the Pala Reservation are sui juris; they may enter 
into binding contracts and they may sue in the State courts in their own name. 
The present action was filed by the plantiff (an Indian mother, Mrs. Rosalie 
Acosta, enrolled and residing on the Pala Indian Reservation in San Diego 
County) without the intervention of a guardian.” 

“* * * Tt is to be noted, also, that the Mission Indians of California never 
have been considered by the United States as ‘wards of the Nation’. 

“T agree with the attorney general of California. 

“Under the principles of humanitarianism, and in the interest of a sound 
policy, it must be held that reservation Indians in need of direct relief should 
receive such relief because the caring for indigent Indians living in our midst 
promotes the general welfare of our county (Goodall v. Brite, 11 Cal. App. (2d) 
540). 

“The Indians residing on the Pala Reservation are citizens of the United 
States and of the State of California; they are lawful residents of the county 
of San Diego. The county of San Diego has the same right, duty and jurisdiction 
to provide indigent relief to Indians residing on an Indian reservation as it 
has toward any and all citizens who are residents of the county under the 
W. & I. Code, sections 200 and 2500. * * * 

“The plaintiff is entitled to the relief prayed for. Let judgement be entered 
accordingly. 

“(Signed) ArTHur L. Munpo, 
“Judge of the Superior Court.” 
. * * 
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OUR FINAL WORDS: A CHALLENGE TO OUR GOVERNMENT “JUSTICE THE GUARDIAN OF 
LIBERTY” 


The Mission Indians and all California Indians seek only justice, they have 
never sought charity. These people are fully capable of assuming of all of the 
rights and responsibilities of American citizenship. They ask for immediate 
ending of Federal wardship. 

We have shown in the preceding pages of this statement that there is no justifi 
cation in the budget demands of the Indian Bureau for public funds to sustain 
its arbitrary rule in California; we have clearly shown that under laws enacted 
by the legislature, every need in the fields of Indian hospitalization and Indian 
welfare aid and support have been fully provided for, and now the courts have 
ruled that the State welfare law is mandatory; we have, likewise, proven that 
under the State constitution, our public schools are free and that attendance is 
compulsory. We have shown that the whole philosophy and policy of the Indian 
Bureau is and has been across the years to never lessen its control over Indian 
life, but is on the contrary, to perpetuate and strengthen that power. 

In the recent campaign both political parties condemned the Indian Bureau. 

Let the record show that both great political parties promised the American 
voters that the “century of dishonor” rule of the Indian Bureau should be 
brought to an immediate end: 

1. The winning Republican Party wrote into its platform the following 
pledges: 

“All Indians are citizens of the United States and no longer should be denied 
full enjoyment of the rights of citizenship.” 

“We shall eliminate the existing shameful waste by the Bureau of Indian 
Affairs which has obstructed the accomplishment of our national responsibility 
for improving the condition of our Indian friends. We pledge to undertake pro- 
grams to provide the Indians with equal opportunities for education, health 
protection, and economie development.” 

2. Governor Adlai B. Stevenson, the Democratic candidate, used what some 
Indians claim is even stronger language, in charting his plans for dealing with 
the Indian Bureau, in his final speech: 

“By every test of valor, honor and loyalty, American Indians have won the 
right to spend their own money, use their own lands, hire their own lawyers, set 
up their own organizations, choose their own representatives, and run their own 
businesses,” 

“There is no room for second-class citizenship in our American life. * * * We 
favor the repeal of all acts or regulations that deny Indian rights or privileges 
held by citizens generally.” 

Governor Stevenson’s promises, continued 

“Finally, I am satisfied that so long as any Federal officials have a responsibil 
ity toward Indians and their trust property, those officials should be men that 
the Indians themselves respect and trust. The laws, the regulations, the policies, 
and even the choice of the officials that govern Indian administration should be 
based on Indian consent. The great American experiment in democracy springs 
from the idea that just government rests upon the consent of the governed. I 
think that the Indians who taught us that principle centuries ago deserve to enjoy 
its fruits today.” 

We cannot conceive of any true and loyal American today who would take 
issue with any of the pledges and declarations so solemnly written into each of 
the leading political platforms. They are fundamental to the safety and welfare 
of our national security. And yet, the Indian race has a right to ask at this 
critical hour, are these pledges a definite part of the policy of the Administration? 
Never before have both political parties been so nearly unanimous on the basic 
responsibilities we bear toward these First Americans! 

The Indian Bureau as a Federal agency must now be abolished. As has been 
shown by the confused and unsupported testimony of the Acting Commissioner 
und certain members of his staff, the Indian Bureau has become an overgrown, 
unwieldly empire all its own ; it defies and evades the will of Congress, and shows 
less and less for the fundamental rights of the Indian people. 
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As we have so clearly proven in the preceding pages of this statement, Califor 
nia long ago accepted its Indian citizens as a worthy people, and by laws its 
legislature enacted unanimously, has extended to Indians of the State every right 
and benefit and service which it guara‘ntees to all other citizens. Indeed it has set 
a pattern for other States to follow toward its Indian population. The State 
courts have upheld all laws enacted for the welfare of Indians. 

No California Indians will suffer in the least if this Committee refuses to give 
the Indian j3ureau any more funds to continue its California agency. The very 
destiny of the California Indians are at stake in the case now in your haads. 


NATIONAL FARMERS UNION 


STATEMENT OF ANGUS McDONALD, ASSISTANT LEGISLATIVE 
REPRESENTATIVE 


PREPARED STATEMENT 


Mr. McDonatp. For the record, my name is Angus McDonald, 
assistant legislative representative of the National Farmers Union. 
lam appearing here on behalf of James G. Patton, national president 
of our organization, 

I have here a statement, Mr. Chairman, which I would like to file. 
The statements which were distributed to members of the committee 


unfortunately contained several errors but the errors have been cor 
rected in this statement which will go into the record. 


(The statement of Mr. Patton follows :) 


STATEMENT OF JAMES G. PATTON, PRESIDENT OF THE NATIONAL FARMERS UNION 


The question which confronts this committee is one of the most important 
from the standpoint of the future of this Nation. The Interior Department is 
responsible for a vital role in the Nation’s policy on electric power develop 
ment. We must have a greatly expanded electric power capucity in order to 
assure a strong America for the critical and dangerous international problems 
which confront us. We must have vastly expanded electric power capacity also 
to assure the dynamic industrial and agricultural development that is essen 
tial to a growing America and a steadily expanding level of productivity 
Our economy must not be permitted to stagnate. We cannot stand still. We 
must go forward dynamically to constantly rising levels of production and 
consumption, 

The Nation’s need for expanded electric power capacity has been presented 
authoritatively by the President’s Materials Policy Commission in volume I of 
its report, dated June 1952. The Commission states: 

“To assist the economy to expand normally and to assure the national security, 
the United States by 1975 must have a supply of fuels and electricity roughly 
twice as much as it used in 1950. 

“* * * During the last 25 or 30 years, the consumption of electricity approxi- 
mately doubled every 10 years— in 1950 it was 8 times the 1920 level. Use of 
petroleum in 1950 was more than 2% times the 1925 total, water power 4 times, 
natural gas better than 5 times. Only coal consumption stood at about the 
same level as in 1925. 

“If the Nation’s output of goods and services is to double by 1975, the total 
supply of primary energy drawn from coal mines, oii and gas wells, hydro sites 
and imported fuels will have to almost double. 

“While total demand for all energy roughly doubles, demand for liquid fuels 
may more than double and electricity demands rise three to four fold. And a 
smaller percentage of the coal used will be burned directly by consumers as a 
solid fuel; more will be used for conversion to electricity. 

“* * * The Commission estimates the demand for electricity will increase 
by 260 percent before 1975—from 380 billion kilowatt-hours in 1950 to something 
like 1,400 billion in 1975. 

“Shortage of electricity and rising real costs would impede economical growth ; 
they would throttle the national effort in event of war * * * 
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“In the event of all-out war, demand for all energy would rise considerably 
The sharpest increase would be in liquid fuels, not only because the military 
forces would require tremendous amounts, but because Western Hemisphere oil 
sources might have to assume an extra burden ‘to meet essential allied require 
ments, particularly those of Western Europe, if war cut off or impeded the flow 
from other more vulnerable sources. Within the United States, coal, natural 
gas, and hydroelectric power would have to fill the gap created by diversion of 
liquid fuels.” 

(P. 108, ch. 16, Resources for Freedom, vol. I of the report to the President by 
the President's Materials Policy Commission, June 1952. 

After making its evaluation of the Nation’s requirements for increasing our 
system of energy, the Commission made the following recommendation: 

‘That the Nation’s hydroelectric potential be developed as fully and as rapidly) 
as is economically feasible. Priority should be given to projects that promise to 
contribute most economically to meeting the energy needs of particular regions, 
in light of their present and prospective energy costs, supplies, and needs 
Specifically, early action is important in the St. Lawrence, Niagara, and Columbia 
Kiver areas, where major projects already have been planned and which are 
among the best sites remaining to the Nation for developing hydropower in the 
lower cost range.” 

Congress has the primary responsibility for meeting the Nation’s requirements 
In executing this responsibility, Congress should bear in mind that the privately 
owned electric utility industry cannot be depended on to provide adequately for 
the Nation’s needs. The experience of agriculture in the field of electric power 
policy is a convincing demonstration that the electric utilities probably cannot 
and certainly will not produce on their own initiative what the Nation needs 

A modern farmer cannot compete effectively unless his farm is electrified. For 
instance, a farmer would have to work for 3 cents an hour in order to compete 
with electricity for pumping and hauling water. An electric milking machine 
doubles the size of dairy herd that one man can take care of at a cost for ele« 
tricity at about a nickel per month per cow. A 1-horsepower motor can do the 
same amount of work in 1 hour at a cost of a few pennies as a man can do with 
his muscles in a 10-hour day. 

In view of the absolute necessity of rural electrification in the context of 
today’s world, it is almost startling to be reminded that only 18 years ago Ameri 
can agriculture did not have electricity. Back in 1935, only 1 farm out of 10 had 
electric high-line service. Most of the farmers, who produced most of the 
Nation’s food, did not have electricity and they could not get it from the electric 
utility industry. There are abundant examples in every rural community ir 
this Nation of farmers who begged and pleaded with the private utilities to extend 
their lines out to the farms, but who were rebuffed and scorned and even ridiculed. 

Something happened 20-years ago that smashed through the barrier which 
was keeping electricity cut of farm homes. The Congress inaugurated a rural 
electrification program and established the principles that electricity is a basic 
need and that the people using the devices of Government themselves have the 
ultimate responsibility for providing for that need. 

Based on this principle, the Rural Electrification Administration, with im 
portant and indispensable aid from public power programs and other Federal! 
power policies, set out to electrify American agriculture. In the amazingly short 
span of 18 years, the biggest part of the first stage of that job has been completed 
Today, about 9 out of 10 American farms are connected to electric powerlines. 

[ want to emphasize here and now, that connecting a farm to a powerline is 
only the first phase of the job of rural electrification. After that, the job i 
only beginning. Once farmers get electricity, they very quickly put it to wor} 
n their kitchens and laundry and around the barn, doing the immediate and 
obvious things that they have been trying to do by hance. The next big job 
connected with rural electrification is getting adequate and dependable supplies 
of wholesale power at lo cos The amount of electricity an average farme1 
uses is doubling every 4 years. This power supply problem is what we are 
mainly concerned with here. And I think we can learn some very good lessons 
by taking a good and searching look at our experiences in doing the farm con 

ction part of the rural electrification job. 

An attitude which could only result in total failure to meet the Nation’s 
needs is expressed in the following statements by Mr. Grover Neff, president, 
Wisconsin Power & Light Co., and one time president of the National Associa 
tion of Blectric Companies: 
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July 24, 1935: “* * * There are very few farms requiring electricity for major 
farm operations that are not now served.’—Letter to Morris L. Cooke, REA 
Administrator, written by committee of utility executives, including Mr. Neff. 

August 11, 1945: “There seems to be no necessity for additional allotments (to 
REA) at this time.”’—Memorandum presented to committee on electric service 
for farmers. 

October 17, 1945: “* * * The job of extending lines to farms and nonfarms will 
be practically over in 1948.”—Before a subcommittee of the House Committee 
on Interstate and Foreign Commerce. 

December 20, 1945: “The end of the big task of taking electric service to the 
great bulk of farms is now in sight.”—Article, Publie Utilities Fortnightly. 

June 5, 1946: “The big job of extending electric lines to the farms of this 
country will be about completed on December 31, 1948 * * * REA has plenty 
of money to carry on the above outlined construction program for the years 
1946, 1947, and 1948, even if the Senate does not grant them the $250,000,000 
included in the 1947 appropriation bill.”"—Inaugural address 

April 24, 1947: “It is our opinion that REA does not need any additional loan 
authorization by Congress to complete its job.” tefore subcommittee of the 
House Committee on Appropriaticns. 

In spite of the vigorous opposition of the electric companies and their power- 
ful lobby, the REA program has made outstanding progress in the 18 years 
since it was established. I would like to review for you briefly the magnitude 
of these achievements, with some observations about some very pertinent char- 
acteristics of the method through which they have been attained. 

We have all had it drummed into our ears that we must have initiative in 
order to get economic programs. Let’s take a look at how the REA program 
has measured up on that score. REA sponsored a new device—the cooperative 
utility—to do a job which existing utilities did not want to tackle. The RBA 
co-ops started out on their pioneering job without the advantage of precedents 
or experience. Now 18 years later, over half the farmers in the United States 
are getting electric service from these REA co-ops. The significant lesson here 
is that the initiative of Government lawmakers and administrators, combined 
with the initiative of American farmers rising straight from the grassroots, 
undertook and licked a problem that “business management” had. 

“Enterprise” is another of these touchstones of economic progress. The REA 
program improved rural powerline design, introduced mass-production methods 
of line construction, standardized materials and accessories, and introduced the 
concept of planned area-coverage service. Through this kind of creative enter- 
prise, REA cut the costs of rural powerline construction to less than half of the 
costs prevailing in the industry at that time. Fortunately for keeping the record 
straight, the Federal Power Commission made a survey of both the costs and 
charges for rural electric service by the utility companies of that time. Con- 
struction of rural lines was costing the private utilities as much as $1,500 and 
$2,000 and more per mile. REA built projects during its first few years for 
as low as $700 per mile. 

The combined enterprise of the Government and the farmers far outdistanced 
the enterprise of profit business. 

The same kind of record was made on rates for rural electric service. REA, 
the Government agency, established a policy of low, promotional rates as a con 
dition for making its loans. The farmers who borrowed the REA money were 
more than willing to accept this policy. This combination of Government and 
cooperative enterprise—actually made rural! electric service a paying proposition 
for the first time by cutting rates to as low as half what commercial utilities 
were charging in the same areas. Low rates made it possible—and profitable 
for farmers to use enough electricity to make rural electrification pay. 

“Sound business management” is another measurement of success that we 
have been hearing a lot about. The private utilities ridiculed and belittled the 
REA program as just another money-spending boondoggle when it first was 
launched. Now we have the test of several years of operating experience on the 
part of many of these REA co-ops to judge them by. During that time, REA 
borrowers have chalked up a financial record on repayment of their loans and 
interest that compare favorably with other lending programs, both public or 
private 

In the first place, the ratio of REA administrative expense to the volume of 
loans made is extremely low. And REA has been outstandingly free from 
graft, embezzlement, and otheg#usiness shenanigans omething which privately 
owned utilities certainly ought to envy. At the end of 1952, REA had ad 
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vanced about $2,157,000,000 in loans to over 1,000 borrowers—every one of them 
owned and controlled by local people in their local communities. Out of that 
entire $2,157,000,000, over a period of 18 years, the Government has lost only 
$30,000. And $25,000 of that was lost on one of REA’s few loans to a privately 
owned utility company. The other $5,000 was lost on a preliminary loan for 
engineering work to a New York cooperative which was killed off by power 
company spite lines. The rest of the money advanced by REA is coming back 
to the Government—with interest, and on time. Only two-tenths of 1 percent 
is overdue in principal and interest payments—that’s mightly little, and it is 
not in real danger of being defaulted. On top of that, the co-ops have paid 
up more than $52 million ahead of schedule—over 72 times as much ahead of 
schedule as the amount that is behind schedule. 

By the test of sound business management and financial integrity, democratic 
enterprise under the REA program, has done an excellent job. From the stand 
point of extending freedom of enterprise broadly among our citizens as well 
as from the standpoint of practical and direct results, REA has been highly 
successful. Over one-half of American farmers are now participating in REA 
electric cooperatives and public utility districts. These rural people have estab- 
lished democratic control and direction over economic policies which vitally 
affect them as producers and people. It takes little elaboration to illustrate 
that the people could not, except through Governmental intervention and assist- 
ance, have undertaken these enterprises. For one obvious reason, they would 
have been unable to accumulate the necessary capital except through the agency 
of Government. 

The Nation’s present power supply situation bears out the need for continued 
Government concern and continued Government action to set the pace. I am 
informed that the FPC states that the Nation’s presently installed electrie gen- 
erating capacity as of December 1952 totaled 80,040,000 kilowatts, including all 
private, public and cooperative class 1 utilities installations. The peak load 
reached 73,054,000 kilowatts in December—a margin far lower than is safe to 
meet the contingencies of drought and mechanical breakdowns. The Federal 
Power Commission and the utilities industry have established 15 percent as the 
minimum safe reserve. The Nation’s reserve at present is thus only a little 
under 10 percent—a dangerously low margin. 

DEPA has verified this critical power shortage. According to DEPA, actual 
power shortages exist in the Columbia Basin at the present time, and also in two 
other regions. DEPA says the location of these power shortage regions is 
“classified”; that publication of their location would be of value to the enemy. 
According to DEPA calculations, the Nation needs 10 million kilowatts of in- 
stalled capacity this vear. This great need contrasts with the record installa 
tion of 7 million kilowatts of new capacity in 1951. and only 6.5 million kilowatts 
of new capacity installed in 1952. The need in 1954 is 12 million kilowatts. 

The Government has provided a tremendous subsidy to the electric utility in- 
dustry in an effort to coax it to adequately provide for the electric capacity 
which the Nation needs. Under the rapid tax-amortization program, the Gov- 
ernment has granted the utilities permission to write off about $124 billion of 
investment in new facilities during the 2% years since the Korean war started 
This figure, incidentally, is almost as great as the total advanced in loans to REA 
cooperatives since the REA program was started 18 years ago. According to 
testimony presented by the Federal Power Commission’s staff attorney at a recent 
FPC hearing on this matter, the value to the electric utilities of the gigantic 
subsidy already certified would amount to just under $2 billion by the time the 
tax adjustment process is completed in 25 to 30 years. I am informed that 
several State commissions have taken action already to assure the utilities 
the full benefits of this program without any adjustment in their rates to con 
sumers. The question of passing on some of this huge grant to rate payers 
is now under consideration hy the Federal Power Commission. 

In light of these things, the new power policy enunciated by the House Com- 
mittee on appropriations in its report on H. R. 4828, the Interior Department 
appropriations bill, can only be regarded as a major tragedy from the standpoint 
of the national interest. The House committee action reverses a principle going 
back to the Reclamation Act of 1906 and reaffirmed in every enactment con- 
cerning electric power by the Congress since that time, with only two exceptions 
These exceptions are the Hoover Dam and Sault Ste. Marie projects. That 
principle, now nearly half a century old, is that the waterpower resource of the 
Nation belongs to the public and that the public must receive the full benefit 
from its development. 
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The radical departure from this long-established principle is enunciated in 
the following language of the committee’s report, which is introduced by the 
observation that “the committee has adopted the following general policy in its 
consideration of the bill: 

“The Interior Department should be concerned with only those functions or 
activities which private enterprise cannot or will not undertake. Where private 
enterprise is unable to completely develop resources without assistance there 
should be a working partnership between the Federal Government and private 
interests in which the latter should dis harge its obligations to the fullest to 
serve the public interest and place additional property on the tax rolls. 

“With respect to construction activities, essential and completely justified 
projects in the construction stage shall be carried to completion to avoid waste 
of Federal funds, but wherever possible, private enterprise shall be taken into 
partnership to build, own, and operate that part of each project that can be 
handled by private ownership under conditions that protect the interest of all the 
people. In all future projects or new starts which include transmission lines, 
private enterprise shall be urged to take the initiative in constructing, owning, 
and operating such works before money is made available for Federal con 
struction, 

“The committee recognizes that this policy cannot be put fully into operatior 
in the fiscal year 1954, but all interested parties are urged to keep this policy 
in mind and to plan accordingly. 

“A careful review of the committee’s actions on this bill will clearly indicate 
its adherence to the policy it has adopted. While the reduction in the budget 
is greater than in the past, the orderly development and use of the Nation’s 
resources and the full responsibility have not been curtailed. 

“The committee believes that the Hoover (Boulder) Dam is an outstanding 
example of how Government and private enterprise can work hand-in-hand to 
mutual advantage. Here the dam, with penstocks, was built from Federal 
funds. The surplus power over and above direct project needs was, as provided 
by law, leased to private utility companies and municipalities which financed 
and built the transmission facilities. Here the Government is receiving a reason 
able return and the consumers of power are paying reasonable rates. The 
region being served has grown in amazing proportions. 

“Unquestionably in many additional cases, similar arrangements to those 
existing at Hoover Dam could be negotiated. Encouragement should be lent to 
such possibilities, with firm obligations undertaken, of course, to protect the 
power-consuming public.” 

In substance, the new power policy adopted by the committee means that pri- 
vate utilities will be given everything they want of the Nation’s water power 
resource. It means that only those areas of development which are deemed un- 
profitable by the private utility companies will be left to development by the Gov- 
ernment. In practical terms it means that the Hoover Dam formula is to be 
adopted as the Nation’s power policy, whereby the Government constructs the 
most expensive portion of the facilities and turns over to private interests the 
opportunity to exploit the profit-making potential. Enactment of such a pelicy by 
the Congress, if it is allowed to stand, can only have these results: 

(1) The Government’s return on its investments will be impaired. The Gov- 
ernment will be at a severe disadvantage in marketing the rights to use the 
falling water as its power dams because generally only one utility will be in a 
position to bid for it. 

(2) Electric service will cost consumers more. Adoption of this policy will 
destroy the “yardstick” function of Government power projects. With the 
energy produced as a result of public investment to be generally monopolized by 
those large companies able to develop it under these terms, effective competition 
in the industry will be destroyed. 

(3) It will destroy the preference principle, whereby the public is given first 
priority when the Government markets the electricity produced through public 
investment. 

We feel that this new power policy is directly contrary to the public interest 
and must not be allowed to stand. We need to recognize that the peoples’ interest 
is paramount. In the first place, the public owns these water resources as it owns 
the power generating facilities constructed with public funds. The public inter 
est in these resources and power projects must not be abandoned to monopoly 
ploitation. 

It seems to me that we need to raise our sights even beyond the specific issues 
raised by the Government projects that are involved in the bill before your 
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committee in order to gain a proper prospective of what the Government poli: J 
should be. We need to be reminded that the electric utility industry exists for 
the sole purpose of serving the people. Important and powerful influences in oy; 
national life have fone too far toward persuading us to the opposition view that 
the people exist merely to provide customers for business institutions. Recog 

nizing that the people’s rights are paramount, it follows that it is within the 
people’s jurisdiction to determine, through their democratic institutions of Goy 

ernment, whatever means they might choose for Serving their needs. 

I would like to call the committee’s attention to what we believe is a deliberate 
and calculated plan to deceive and mislead the people. Three years ago, the 
utility companies came to the conclusion that their arguments against REA and 
public power were getting nowhere. People simply had too much sense to believs 
that TVA, and REA, and the public power dams in the Northwest, and all the 
rest of the people’s power enterprises, were bad for them. They could see fo; 
themselves how much good they were doing. So the utilities national ady ertising 
organization hired a professional firm of publie opinion anaiysts. This firm. the 
Opinion Research Corp., published the findings of its scientific analysis of public 
opinion in the form of a little booklet which was circulated among utility exee 
utives, 

The opinion researchers found out that the people approve of the TVA }y 
better than 6 to 1, in spite of all the arguments against it. The people simply 
Weren't falling for the utilities’ propaganda against TVA on its merits. But 
they also found out that Americans don’t like “socialism” by about 7 to1. And 
presto, the strategy of the present profit power lobby’s propaganda campaign 
was born. They would simply quit trying to argue against TVA on its merits, 
and switch to smearing it as socialism. This is spelled out in unashamed 
candor in a little booklet circulated to the utility executives. I want to read 
the paragraph in which the utilities reveal their plan: 

“It is apparent that to link our fight to the TVA question would run us into 
a lot of opposition. But to link our fight to Socialism is something else agai 
The people do not want socialism. We're on favorable ground there. Electric 
companies’ advertising program, advertising in magazines and on the radio, wil] 
Stress the fight against the socialistic state more in the future. It 


should he 
stressed, too, on the local level * * * 


in speeches, radio talks, interviews, and 
other public expressions of management opinion,” 

Apparently the utilities are attempting to mislead the people by a phony 
socialism scare. In my opinion, this utility propaganda smear is a subversive 
attack upon the fundamental principles of American democracy. It is an attemny 
to undermine the people’s faith in the institution of democratic self government 

I appeal to your committee and to the Senate of the United States to reassert 
the long-standing policy of this Government in respect to the people’s rights to 
their own resources, This principle needs to be reenunciated, and it needs to he 
strengthened by a positive assertion that it is the Government’s policy to assure 
that an abundant supply of electric energy is available to the people, to business, 
fo consumers, to farmers—and at minimum cost, 

The bill that is before you from the House of Rey 


wresentatives falls dangerons] 
short of meeting the Government’s sh 


are of responsibility for providing adequat: 
power Capacity for the Nation’s defense needs. It falls even farther 
providing for the maximum welfare of the United States public 

I am not going to pretend that I am thoroughly familiar with the 
aspects of all the projects that are involved in this Interior Department appr 
priations bill. Others who have testified before your committee and before the 
House committee are far better qualified and prepared than Tam. I have stressed 
the overall policy implications in this presentation. I recommend to you the 
detailed testimony submitted to the Honse committee by the National Rural 
Cooperative Association with this observation: The REA cooperative’s testi 
mony is extremely conservative. It is restricted to their immediate needs. Ti 
is my impression that the REA cooperatives have very carefully limited their 

‘quests to that which they absolutely must have in order to keep in operation 
on a sound basis. I think that larger investments than they recommend could 
be justified and could be made on a sound economic basis. T believe that their 
recommendations ought to he considered as a minimum requirement in ord 

protect the financial security of the REA cooperative Systems. 

I do want to comment. however, specifically on the Southwest Power Adminis 


tration continuing fund Approximately a quarter million farmers face the 
] 


short of 


technica 


toss Of their wholesale power supply if the deletion by the Hou 
is permitted to stand The House action is not economy. 


se of this ite) 


The continuing fund 
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is merely a bookkeeping transaction, and does not involve a net expenditure by 
the Government. Actually it makes it possible under existing contractual a1 
rangements for the Government to realize a greater net revenue than is possible 
without it. Deletion of this continuing fund can only be regarded as a breach 
of faith with the REA wholesale power cooperatives and their farmer members, 
and it is certainly an immediate and serious threat to the Government funds 
invested in those facilities and which the farmers are obligated to repay 

The action by the House constitutes an immediate threat to the ability 
many REA cooperatives to continue adequate services to their members. It 
is a death-blow to the hopes of farmers who still do not have electricity that 
service might be extended to them in the foreseeable future. It jeopardizes many 
millions of dollars already invested in transmission lines, generating plants and 
distribution systems. 

When considered in light of the funds that have been recommended by the ad- 
ministration for REA loans, the action of the House appears even worse. ‘The 
Administration is recommending only one-third of the amount the REA coopera 
tives will need to borrow during the next fiscal year. Even if existing Federal 
supply programs were to be continued, the shortage of REA loan funds would 
pose immediate critical problems. This bill, in combination with inadequate 
REA funds, creates a situation which absolutely forecloses the possibility of 
the REA cooperatives taking action to build their own transmission lines. 


Mr. McDona.p. I wanted to say I appreciate being heard at this 
late hour. 

The previous witness mentioned he waited a long time: I have 
waited 614 hours all in one piece now. Were this an ordinary issue 
and an ordins ary bill, I think that I would have just filed our state 
ment and, dispensed with my oral presentation. I ask your indul 
gence, however, to have just a few minutes to get into the large print 
a few remarks about this appropriation bill. 


REFERENCE TO HOUSE REPORT 


First of all, I would like to call your attention to the re nee of the 
House committee, the second paragraph on page 2, in which it says: 


The Interior Department should be concerned with only those 
activities which private enterprise cannot or will not undertake. Whe a 
enterprise is unable to completely develop resources without assistance there 
should be a working partnership between the Federal Government and 
interests in which the latter should discharge its obligations to the fu 
serve the public interest and place additional property on the tax rolls. 

I wish to call your attention also to Public Law 534, 78th Congress, 
section 5. I will quote briefly from that law: 

Preference in the sale of such power and energy shall be given to A pa e bo 
and cooperatives. The Secretary of the Interior is authorized fro nds t 
appropriated by the Congress, to construct or acquire by purchase or other agr« 
ment only such transmission lines and related facilities as may ~ necessary 
order to make the power and « energ; generated at such project available in whol 
sale quantities for sale on fair and reasonable materials ane ff conditions to fac 
ties owned by the Federal Government, public bodies, cooperatives and privat 
owned companies. All moneys received from such sale shall be deposited 
Treasury of the United States as miscellaneous receipts. 

[ also wish to call your attention to the fact that the principle whic! 
is outlined in the law passed in, I believe that was, the Flood Cont: 
Act of the 78th Congress, has been enunciated and outlined in previr 
legislation over a period of 50 years. I wish to emphasize that the 
paragraphs on page 2 and again on page 12 are legislation which 
put in an appropriation measure. The Congress has had no cha 
to pass on whether or not it will revoke and change its policy in regard 





1624 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


to the development of hydroelectric power which as existed over a 
period of 50 years, 


SUGGESTED LANGUAGE CHANGE 


I think this is one of the most significant things that has happened 
in legislative history. I urge you, Mr. Chairman, and all members of 
the committee, the Members of the Senate, by all means to delete 
these words in any action which you take on this measure. I feel 
that this is bad legislative procedure and I have been informed 
by one of the Senators who was instrumental in passing the Legislative 
Procedure Act. 

Also, he has indicated that he thinks it is unconstitutional. I am 
not a lawyer, but it seems to me that on the face of it it is. It is 
legislating through an appropriation measure. 

Now, in regard to the remainder of the action of the House com 
mittee and the House, I would like to point out to you the paragraph 
on page 3 in the House report under the caption, “Continuing fund, 
Southwestern Power Administr ation,” and it is stated in this para- 
graph that an appropriation of $5,650,000 was requested for the 
Southwestern Power Administration and this was reduced to $150,000. 

As a reason for deleting nearly all of the money requested for the 
continuing or revolving fund, the committee summarizes the subject 
in the par agraph which it received from the chairman of the executive 
committee of the Southwestern Power Administration on April 6 
in which this private utility executive assured the committee that the 
delegation of such fund or the deletion of such fund would not in any 
way result in interruption or curtailment of service to any preference 
customer or other consumer on their systems. 

I am informed by the Administrator of the Southwestern Power 
Administration that the customers which these private utilities serve 
in no way may be considered as people that his system serves. In 
other words, the reason that the committee gives for deleting this 
funds, if we may believe Douglas Wright, is completely nonsensical 
and is no reason at all. 


EFFECTS OF DELETION OF FUND 


Now, I would like to speak just a moment. about the effects of the 
deletion of this fund. I have obtained my information frankly be- 
cause this is rather a new field for me, information secondhand from 
our little group here in Washington, from various people in the field 
who have grown active in the ‘rural electric cooperative movement 
and from some of the Government people here, but as I understand the 
continuing or revolving fund, it is the fund set up to make the dis- 
tribution and operation and the maintenance and all that that goes 
with a power system for efficient operation. In other words, at 
certain times of the year a public utility system will need to buy 
power from a private utility to firm up and at other times it may need 
to sell power. It may be able to sell power to private utilities and so 
forth and so on. 

Significantly, according to my information, all the funds which 
would make possible the firming up of power of REA cooperatives 
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were deleted and the fund which would make possible the firming up 
of power of private utilities which amounted to $150,000 was left in. 

Now, that fits in, getting down to particulars here, that fits in with 
the general policy which is suggested here in the paragraph l read 
on page 2 of the report, that we are going to get the rural electric co 
operatives out of the picture one way or another, we are not only going 
to get rid of the preference system by denying them the r ght to be 
first on the list to receive public power, we are not going to let them 
get anywhere near close to the dam. 


SALE OF POWER AT BUS BAR 


We are saying here, Mr. Chairman, that in those unprofitable places 
the Government shall sell the power at the bus bar to the private 
utility and you and I know and everyone knows that there is only one 
utility usually operating in one particular locality, there cannot be 
competitive bidding. So after the utility, the private utility has devel- 
oped all the profitable spots which can be found, the Government is 
supposed to develop the unprofitable sites with taxpayers’ money and 
then not give the power or sell it to the cooperatives or municipalities 
and nonprofit groups and so on but can only sell it to the profit groups 
who will pay the Government what it chooses to pay. 

Senator Youne. You are making a good point there, Mr. McDonald, 

Mr. McDonatp. I repeat, Mr. Chairman, I think this is one of the 
most important questions that has ever come before the Congress. We 
have developed our rural electric cooperatives over a period of 15, 
18 years, about 18 years, I believe. We have now the farms served, 
about 90 percent of them. In 1935 there was only 10 percent. At 
that time the utilities said that all the farmers who wanted electricity 
or could pay for it had it. Despite that we have gone ahead and 
developed a rural electrification system, which is one of the finest 
things that has been done. 

I know the Republicans have supported it just as strongly as the 
Democrats. It has not been a partisan matter. 

Senator Youne. I hope we can keep it that way, too. 

Mr. MacDonatp. That is what I hope, too, Mr. Chairman. 

Now, I would just like to say one or two more things al ad t] en I Vi il] 


1 
close. 


INCREASED RURAL POWER DEMANDS 


None of us in the Farmers Union doubt that we need more and 
more power. QOur rural demands have doubled — every 4 years 
and other demands up to 10 years. And whether or not the demands 
will be as great in the next few years as they howd in the past 2, 
I don’t know, but we are told that there are over $200 million worth 
of applications in the REA. The Rural Electrification Association 
here, headed by Mr. Ellis, tells us that about 25 percent of the coopera 
tives report that they are either short on power or expect to be in the 
very near future, or suffer occasionally for lack of having enough 
firm power. We know that the emergency administration, I believe it 
is the Emergency Power Administration here, and I called them up 
and they told me, that there are shortages in three important places 
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in the country. One of them is the Columbia Basin and the other 
they decline to reveal for security reasons. 


PERCENT OF POWER SOLD TO REA CO-OPS 


Senator Younc. What percent of the federally generated power is 
sold to REA co-ops now ¢ 

Mr. McDona.p. According to some statistics that I have seen, and 
this is summarized here in this chart, the preference customers for 
Federal wholesale on hydro power received less than 6 percent of 
the total of Federal power. 

Senator Youna. What is the source of that information ? 

Mr. McDonatp. This is the April 1953 issue of Rural Electrification 
magazine published by the National Rural Electric Cooperative As 
sociation, 1308 New Hampshire Avenue NW., Washington, D.C. 1 
think their figures are usually reliable. So, you can see by this, the 
cooperatives getting 5.9 percent, that they are not, as I heard this 
morning, threatening private business with extinction. I think pri- 
vate business has done very well. I have seen figures—I do not have 
them and I do not remember the souree—but I have seen figures on a 
number of occasions as to the business done and the profits, and so 
forth, by the private companies and I think they have done very well 
in the last 10 or 15 years. 

Senator Youne. My information is that the power companies have 
done better since the advent of REA than they did before. 

Mr. McDonap. That is our information, too; we think that they 
were blind in the twenties under the leadership of Sam Insull, blind, 
greedy, and criminal in the twenties when they put over that phony 
propaganda, got in trouble with the Gover nment. We think they 
were blind in the thirties when they fought, and I was here, Senator 
Black investigated the utilities along about 1935 or 1936, I sat in and 
listened to some of that investigation. The result was the passage 
of the Utilities Holding Act which divorced the c ompanies in a second 
or more degree from remote control. That was a healthy thing on 
the utilities and on the stockholders because some of the officers were 
milking the stockholders, and so on. 


NORTH DAKOTA CASE CITED 


Senator Young. Some of the practices of the power companies a 
few years back were reprehensible. Let me give you a case in my 
home area. I lived next to a little town, which at that time had a 
population of about 125 people. The power company serving that 
area charged that little town $3,500 to extend their line a half mile 
to serve that town. The town got nothing for that $3,500. They 
didn’t even own the line, but they did get service. 

Another power company about 20 miles from there had a power 
line near a little town of similar size. This town had a little power 
plant installation of their own. The power company moving in paid 
a price of something like $6,000 or $8,000 to buy out the town’s plant 
and to give service to them. Here in one case they pay a big price 
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to go in and give them service, and in another instance they charged 
them, a town of about the same size, $3,500. 


PRESERVATION OF COMPETITION 


Mr. McDona.p. I would certainly like to see the power companies 
continue to prosper, but I think that they have to learn one thing, 
what Henry Ford learned a long time ago, when he put his car down 
$495 f. o. b. factory, millions of people bought Fords. REA, TVA, 
some of the other projects, if they are nonprofit devices and with the 
TVA producing the power, producing it cheaply and selling it, there 
was a tremendous expansion of customers for power. Low-cost 
power, I think, is not, at least is not new, and I think it is for the 
benefit not only of the consumers, the farmers, and others that we 
keep these yardstick plants and sell them to private industry as 
has been suggested but that they be kept to preserve some kind 
reasonable competition within the power industry. 

Senator Youna. I do not want the record to indicate I am opposed 
to power companies. There is a place for them. In my State the 
power companies have done a good job of working out arrangements 
with REA cooperatives. I think both the cooperatives and the power 
companies are satisfied with that arrangement. It is of mutual 
benefit. That same thing should be done all over the United States. 


MINNESOTA POWER COMPANIES AGREEMENT WITH COOPERATIVES 


Mr. McDonatp. Senator, I appeared over on the House side when 
Minnesota sought a transmission line which gets its power from your 
State. I told this committee that I hoped this would be emulated in 
every other State in the Nation. The power companies in Minnesota 
worked out an agreement with the cooperatives and with the munici- 
palities and with everybody concerned. They came down here to 
Congress, and they all appeared on the same side of the table. 

Unfortun: itely, not much of that plan was authorized by the House. 
Some of it was, I believe. 

Senator Youne. You feel that a transmission line would be a great 
service to the farmers in that area ? 

Mr. McDonatp. That is my information. From some of the infor- 
mation I got from H. Carl Andersen, that is one of his pet projects; 
he has been urging that it be adopted for many years, I understand, 
and he handled the witnesses at the hearing. After he got through 
presenting the evidence, there was no doubt whatsoever that it would 
be a benefit to everybody, the people all over the area and the Govern- 
ment, of course, had spent an enormous sum in developing Garrison 
Dam and others, so they had already invested the money. What they 
needed there for Minnesota was to bring this transmission line down 
there so the people could get the benefit of the money that was to be 
spent on the project. 

Let me say again, Mr, Chairman, that I appreciate very much your 
courtesy in hearing me at this late hour. I know you are on a lot of 
committees. Just let me thank you again. 

Senator Youne. Mr. McDonald, IT want to thank you for a very 


good statement. 


Mr. McDonarp. Thank you. 
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LOUP BASIN RECLAMATION DISTRICT, ST. PAUL, NEBR., AND SARGENT, NEBR., 
IRRIGATION DISTRICT 


STATEMENT OF CYRIL P. SHAUGHNESSY, ACCOMPANIED BY 
GEORGE SEMLER 


PREPARED STATEMENT 


Senator Youne. Mr. Shaughnessy. 

Mr. SuHaveunessy. Mr. Chairman, if it is permitted, I would like 
to file my statement and would like to make a statement, if time is 
permitted. 

This is Mr. Semler, president of the Sargent Irrigation District. 
1 represent him as an attorney. 

(The statements of Messrs. Shaughnessy and Semler follow :) 


STATEMENT OF Mr, GEORGE SEMLER 


My name is George Semler. I am president of the irrigation district at Sar 
gent, Nebr., and actively engaged in farming there. My address is Sargent, 
Nebr. 

I was born in 1886 within this district and have lived there all but 2 years of 
my life. I have seen the good times and the bad We have tried for irrigation 
there for nearly 60 years. My father and grandfather started the irrigation 
projects there, organized in 1896, and for a short period they irrigated a small 
amount. The engineering and the financial conditions did not allow as good 
a ditch as we have today. It was washed out and soon forgotten 

Later, they tried a WPA project, and as soon as the war started, that had to be 
discontinued, so in all, we have been working for irrigation for nearly 60 years. 

During the dry years, in 1934, because of the adverse conditions, we could 
see the best cows that ever walked sell for $20, and there was only the Govern 
ment to buy them at that time—there was only the Government market. Pure 
bred cows had to be sold out of the herds at the same figure. 

In the good years, on the average, our dry-land corn on all classes of land, 
would go at from 10 to 40 bushels per acre. Beside that, irrigated corn (irri- 
gated from pumps) would go from 50 to 90 bushels. 

This irrigation is needed very badly for the stabilization of farming and stock 
raising. 

We are only 60 miles on-part of our district from Vallantine, county seat of 
Cherry County, and Cherry County has the largest population of cattle of any 
county in the United States. Custer County is not far behind. 


STATEMENT OF Cynit P. SHAUGHNESSY ON BEHALF OF THE SARGENT UNiT, MISSOURI 
BASIN PROJECT 


My name is Cyril P. Shaughnessy, St. Paul, Nebr. I am an attorney represent- 
ing the Loup Basin Reclamation District with its office at St. Paul, Nebr., and the 
Sargent Irrigation District with its office at Sargent, Nebr. At the request of 
Mr. George Semler, president of the district, it is my privilege to substantiate the 
need for irrigation in the Loup River Valleys, the firm determination of the people 
residing in that area to have irrigation, and particularly to request this committee 
to consider favorably an appropriation for immediate construction of the Sargent 
unit. 

The Sargent unit is one of four units comprising the Middle Loup division in 
our valley of that name. Project features consisting of the Milburn diversion 
works, Sargent and Lillian Canals, Woods Park pumping plant, and the required 
laterals and drains would provide water to irrigate approximately 18,000 acres 
of land. Detention dykes and reservoirs which form a part of and protect the 
Sargent Canal, would also afford flood protection to our project lands and to the 
town of Sargent. 

The Sargent unit has been divided into two main parts, located to the north and 
south of the Middle Loup River. Features on or to the north of the river consist 
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of the Milburn diversion works, the Sargent Canal, Woods Park pumping plant, 
and the necessary laterals and drains. We are prepared and want to proceed 
with their immediate construction. Features to the south of the river, also to be 
served by the Milburn diversion works, consist of the Lillian hydroelectric plant, 
the Lillian Canal, and necessary laterals and drains. ‘These features are not 
proposed for construction at this time, but will make up a part of our project 
ultimately. 

The Sargent unit is a part of the Missouri River Basin project and was author 
ized by the Flood Control Act of 1944. It was reported on under the name 
“Sargent unit” in Senate Document 191 as issued in 1944. I have a copy of that 
report with me, together with the maps that show lands then proposed for 
development. Plans suggested for this unit tie in with the plans for the other 
units in the Middle Loup Valley. We understand that it comprises the highest 
priority of all units recommended for initial construction in the lower Platte 
River Basin. Only recently this unit was endorsed by our Nebraska Department 
of Roads and Irrigation and the National Reclamation Association for immediate 
construction. 

Lands of the Sargent unit are now dry farmed and produce a limited number 
and yield of crops but they are capable of high production under irrigation. We 
need only the works to put our water on the land. Nature of the development is 
such that no storage reservoir is required, no major relocation of utilities is 
involved, and it will require only a minimum of manpower and materials to bring 
the lands under irrigation. Irrigation service can be provided quickly through 
construction of 1 diversion dam, 1 canal, and a system of laterals In response 
to my questioning, the Bureau of Reclamation advised that 2 full years of 
construction would permit the irrigation of all lands located under the Sargent 
Canal, aggregating 13.700 acres. Our State university is assisting one of our 
local farmers in getting our development farm under way this year—thus we are 
in a position to demonstrate the how of irrigation and cropping practices to all 
the farmers in that area. 

Mr. Semler can tell you that he or others have attempted to get this project 
for many years. It is located in an area of excellent soil and long-growing season 
where a high production of irrigated crops can be attained. Its construction 
should be no longer postponed because it is highly essential not only to crop 
production locally but to livestock production in the surrounding Sand Hills 
area and to the production of feeds for dairy cattle, hogs, sheep, and poultry 
The immediate area as well as the surrounding dry upland grazing areas is 
subject to severe drought as experienced during many of the past years, the 
most recent in 1952. Water applied to our lands and the high yields resulting 
therefrom will permit the farmers to produce in this valley area considerable 
quantities of feeds which will be used to fatten beef feeder stock raised in the 
surrounding rangelands. Cattle can be finished in close proximity to the live- 
stock producing areas without tying up essential transportation. Production 
of alfalfa will assure supplemental feeds for range cattle during future drought 
periods. 

Within the area proposed for irrigation, there are over 100 farm families 
that depend entirely upon agriculture for their livelihood. However, the in 
adequate rainfall for dry-land crops and the inability of the farmers to follow 
a diversified farming program has led to soil depletions and low crop yields 
throughout the area. Also, the inability of the farmers to produce sufficient 
dry-land feeds with inadequate moisture supplies frequently has forced them 
to reduce or hold their livestock numbers to a minimum. Because of inadequate 
moisture supplies and the inability to follow good rotations and conservation 
practices, crop yields in the Sargent area in the past have been low. Last vear 
we received only 12 inches of moisture. During the period 1925-48 corn, which 
is the principal crop of the Loup valleys, yielded an average of but 16 bushels 
per acre and during the period 1931 to 1940, corn yields averaged 9 bushels per 
acre. Dry-land crop values over the long run have averaged about $17 per acre 
Conservative estimates of gross crop values under irrigation indicate that the 
value can be increased to approximately $55 per acre. Aside from these values 
and those to the livestock industry, it is my sincere opinion from observation 
and study, that the increased personal income taxes paid by farmers in this 
area by reason of increased production, coupled with increased land valuations 
will, in a great measure, equal within a relatively short period of time the 
amount expended for the construction of the Sargent unit 

I speak from personal knowledge when I say the Sargent unit lies in an area 
of Nebraska that in the past has been subjected to severe and prolonged drought, 
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With a resulting serious damage to a well-balanced economy of that community 
which is virtually 100 percent agricultural. Mr. Semler can speak even more 
pointedly because he has made Sargent his home for many years. Because of 
its location the Sargent area is ideally suited for a feed-crop-livestock economy. 
About 60 percent of the cash farm income under present dry-land conditions is 
derived from the sale of livestock. However, the inability of farmers to produce 
sufficient dry-land feeds with uncertain moisture supplies has frequently forced 
them to reduce or to hold their livestock numbers to an absolute minimum. Such 
conditions result in wide fluctuations in income and direct economical loss to 
the farmers themselves as well as to the other residents of the community, and 
to the State in general. 

During the serious drought and after the depression of the 1930's many land 
owners in the Sargent area were unable to meet their farm mortgages and oper 
ating loan payments. Many farms were lost through foreclosure; 50 percent 
of all the farms in Custer County were mortgaged in 1940. The year 1934 is still 
vividly in the minds of the farmers in that area, for in 1934 they were forced to 
sell their cattle at ridiculously low prices simply because there was not sufficient 
feed on the farm to keep their livestock on the land. In many instances, this 
brought about economic chaos for many farm families and in other instances, 
the farm families spent many years recovering from those devastating drought 
days. Mr. Semler can testify personally to that experience. Unemployment 
increased and many farm families migrated from the Sargent area to seek em 
ployment in the manufacturing and other industrial enterprises farther east 
For those who were determined to stay on the lands, they were forced to accept 
employment under the Works Progress Administration program and other 
emergency work measures afforded by the United States Government. 

For more than 50 years, the local people in the Sargent unit have made de 
termined and repeated attempts to obtain irrigation development. In 1894, a 
company was organized to promote irrigation development in the general area. 
An irrigation district was organized in 1896 and bonds were issued to finance 
construction. Two canals were constructed and used for several years. Fail- 
ures to the diversion works resulting from floodwaters forced abandonment of 
the systems in the early 1900's. Later attempts to obtain development failed 
because of the lack of adequate finances. 

In the early thirties efforts were made to include the Sargent unit in the plans 
developed for the Middle Loup Public Power and Irrigation District located im- 
mediately downstream in the Middle Loup River Valley, the construction of 
which was completed in 1938, That project is still operating and is demonstrat- 
ing the benefits of irrigation. The efforts of the Sargent people proved futile 
but the intensity of the people’s interest was evidenced by the fact that a group 
of farmers and businessmen organized the Sargent Publie Irrigation District 
in 1939, filed on water rights, and attempted to obtain financial assistance from 
the Public Works Administration to construct the irrigation project. The advent 
of World War II precluded advancement of these plans and forced postponement 
of construction. The determination of the people, although dormant during the 
war years, became vibrant and alive immediately upon cessation of hostilities for 
these same local leaders again renewed their efforts to obtain development. In 
1945 the landowners and businessmen formed the Upper Middle Loup Promotion 
Club, an informal organization dedicated to the promotion of their project. In 
July 1949, this group joined with a similar organization in the Farwell unit down- 
stream and together they were instrumental in the formation of the Loup Basin 
Reclamation District in January 1950. This district is a conservancy type 
district. 

Determined to start the construction of their project, in August 1950, a proposi- 
tion was submittted to the electors of the district to determine whether the people 
desired irrigation development by assisting in defraying the expenses in bringing 
about irrigation. To this the people answered by a 2 to 1 majority in favor of 
the proposition which permitted the board of directors of the Loup Basin 
Reclamation District to levy under Nebraska law an ad valorem tax on all 
tangible property within the district boundaries. This permits the townsman 
as well as the farmer to make a financial contribution to the development and 
operation of a project on which both must depend for a productive agriculture. 
When it became apparent that a reclamation district organized under Nebraska 
statutes would not in itself fulfill all of the requirements of a contractual entity, 
the local people, in 1952, undertook the formation of an irrigation district. 
Signatures of landowners representing 63 percent of the land within the district 
(0 percent under the Sargent Canal) were obtained during the circulation of 
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the petition. During the election in November 1952, the organization of the dis 
trict was approved by a 3 to 1 majority of the landowners. Throughout the 
promotional days and since organization of the reclamation and irrigation 
districts, our people have constantly voiced a desire for early development and 
have shown their willingness to organize a satisfactory repayment entity, par 
ticipate in the resolution of water-right problems, initiate and carry to comple- 
tion the repayment contract negotiations, and do all things necessary to obtain 
immediate irrigation development, 

According to the office of the Bureau of Reclamation at Grand Islana, the 
final report for the Sargent unit was submitted to the Commissioner of Reclama- 
tion in May 1952. As I understand, this report definitely proves the ability of 
the landowners to pay the costs of operation and maintenance and to meet the 
tests of feasibility which the Bureau of Reclamation has applied to this pro 
posed development. I understand that the benefit-cost ratio, even under today’s 
prices, is well on the favorable side. 

The Bureau's detailed investigations are well advanced for the Milburn diver 
sion works, Sargent Canal, Woods Park pumping plant, and the laterals and 
drains. I am advised that the final design data for the Milburn diversion works 
and the first part of the Sargent Canal have already been submitted to Denver 
and preparation of the actual designs for these features will be completed by 
July 1, 1953. Further, that preparation of design data for the remainder of the 
canal and the laterals is under way and can be completed prior to July 1, 1954, 
concurrent with construction activity. 

As representatives of the people who reside in the Sargent unit, we firmly 
believe that construction of the irrigation features should be initiated at the 
earliest practicable date. Our reasons for supporting this stand are: (1) The 
need for increased national food production: (2) the need for a stable local 
economy in the Sargent area and in Nebraska; (3) the very favorable attitude 
of local interests and their determination to get on with their irrigation develop 
ment; (4) the ability of the unit to meet current tests of feasibility: and (5) the 
present advanced stage of the engineering work and for designs of the irriga 
tion features. When I inquired of them last month, the Bureau of Reclamation 
representatives indicated that the availability of construction funds would per 
mit the irrigation of a portion of the Sargent unit lands 1 to 2 years after we 
start construction. In this case and assuming a start this July, we could ex 
pect water by the summer of 1955. With continued construction activity, we 
could have all of the lands under irrigation during the summer of 1956 

In meetings held over the past few years, I have heard repeatedly that in the 
lower Platte Basin we have one-fourth of all the irrigable land in the Missouri 
River Basin. I know that much of our land is more productive than other lands 
of the basin and we have little else to look to in furthering eur productive 
capacity. Thus we are or could be an important segment of the Missouri Basin 
project—but—no construction has been initiated in our area to date. Constru 
tion has been started on many other units in the basin whose contribution, I 
feel sure, compares less favorably than that indicated for the Sargent unit 

Gentlemen, Mr. Semler and I feel that the farmers we represent have fulfilled 
all the requirements in preparing themselves for this irrigation development 
They have sought it for years. They asked that the investigations he made and 
the Congress provided these funds. Now they have the engineering plans and 
all the studies that are required to get construction under way. These farmers 
have formed not only an irrigation district but a conservancy type reclamation 
district to assist with and carry out the development and operation of the project 
Water rights have been filed upon and repayment negotiations have been carried 
to the point where they can be concluded quickly. Theirs is not a difficult project 
and it does not involve controversial power issues. Within a period of 2 or 3 
years after we start construction, we can start to pay back the benefits of this 
construction, We are prepared to assume our financial obligations and to assume 
those of operating and maintaining the project works from the beginning 

These people deserve the henefits that this project can provide. They ask your 
favorable consideration of their request for funds to start construction beginning 


July 1953. 


Mr. Suavucunessy. We are most grateful for the time you have 
given us. We will not be long. 
Senator Youn«c. I understand there is no money in the budget for 


the project. 
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Mr. Suavennessy. That is right, Mr. Chairman. We came to 
Washington in March of this year and had a meeting with Congress 
man Miller and Senators Butler and Griswold, along with Secretary 
of the Interior McCabe and members of the Bureau of Reclamation. 
It was suggested at that time that we go back home and attempt to 
work out and negotiate a repayment contract before we went any 
further. Now, Mr. Chairman, just briefly to explain our district and 
where it is loc ated, as you can observe from the map this proposed 
Sargent unit would be on the Middle Loup River up in Nebraska. 
That would be the west-central part of the State. The town of 
Sargent is on the Middle Loup River. 


ESTIMATED COST 


Senator Youne. What is the estimated cost of this project and the 
ucreage to be irrigated ? 

Mr. Suavucunessy. There are about 18,000 acres of land and the 
estimated cost, the first stage of development according to the figures 
that have been submitted to us is about $7,893,000. That includes 
the construction of what is known as the Milburn diversion dam. The 
Woods Park pumping plant, the Sargent Canal and then the various, 
the distribution works, retention dikes, and so on. We think that 
some of those items can be eliminated. For example, some of the 
detention dikes and some of the drainage problems that the Bureau 
has in there, because of the nature of the land, I do not think we are 
going to have quite the problem of drainage. 

Now, briefly, Mr. Chairman, we are organized first of all under a 
conservancy district or a reclamation district. In Nebraska it is 
known as the Reclamation Act. By that we have an area including 
not only the Sargent unit but a unit down in the lower end of the 
Middle Loup River known as the unit. That proposes to irrigate 
approximately fifty-two or fifty-three thousand acres of land. It is 
a part of the overall development of the Middle Loup River. But 
this reclamation district back in 1950 was organized and is a legal 
entity and in August of 1950 the people, not only the landowners, the 
people living on the land, but the people living in the town, voted by 
2 to 1 majority to levy a 1-mill ad valorem tax on the tangible prop 
erty of the district. So everyone out there is paying in a measure for 
the development of irrigation in the Loup River Basin. 


ORGANIZATION OF IRRIGATION DISTRICT 


Now, when we realized that the reclamation district could not ne- 
gotiate a repayment contract, we immediately then went about to 
organize an irrigation district under the Nebraska irrigation laws. 
In November of this past year, by a 3 to 1 majority and in some 
instances by a 5 to 1 majority, the water users voted to create an 
irrigation district. 

Now, that brings us right up to this very point. In other words, it 
is not the people living in the towns but actually the water users who 
are interested in the development of irrigation in the Loup Basin. 
As you perhaps know, Mr. Chairman, the Sargent unit is a part of the 
Missouri River Basin project and was authorized under the Flood 
Control Act of 1944 and was reported on Senate Document 191. 
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Now, it is interesting to note that in Nebraska—like I am sure your 
State suffered severely in the drought years. 

Senator Youne. You have largely the same conditions in west- 
central Nebraska where it probably gets a little drier. 

Mr. SHavucHNessy. Yes, I was most interested in some of the state 
ments made by the witness earlier. Your situation was similar. ‘There 
was a complete migration of people, | am sure, from your State and 
they have not come back. 


CORN YIELDS 


We have been hurt severely. But yet on the other hand I am sure 
that all of us will agree that by irrigation on lands that are susceptible 
to water, certainly the yields are so tremendous, I can cite that on an 
average yield of corn, which is our main crop in the valley, from 1931 
to If 940, was nine bushels per acre. Then from 1925 to 1948, when we 
got a little better time, we had an average yield of 16 bushels to an 
acre. But on lands that are susceptible to irrigation, only just a few 
miles farther down the river, an irrigation project that was developed 
under the Works Progress Administration in 1936, 1938, their yields 
are considerably higher. ‘They will average I am told about 50 to 90 
bushels an acre. 

We think we have lands that are. even better than lands up in 
Senator Griswold’s country where irrigation has been the source of 
considerable wealth. 


SCOTTS BLUFF IRRIGATION 


Scotts Bluff is a city to which we point with pride as to what ir- 
rigation can do. So we feel that the same thing can be done in the 
Loup River that has been done out in northwestern Nebraska. Here 
we are in a valley right across the fence really, we have a sand-hill 
country, it is my understanding that Cherry County has more cattle 
in it than the whole State of Wyoming, but only a matter of 50 or 60 
miles from there is Cherry County, but just a few miles from there is 
range country similar to Cherry County in which I believe it was 
Senator Hayden who brought out in questioning this other witness, 
that the proximity of forage crops, supply crops would be at least 
an indirect benefit to those ranchers who would know they would 
not have to go 60 miles or 100 miles but a matter of 5 or 6 miles to a 
source of feed. So consequently, their benefit would be at least 
indirect. But the benefits directly to the people living in that area, 
there is approximately over a hundred families that would be bene- 
fited directly. Certainly, as irrigation was developed in the area, 
it would bring back people who migrated away from the town. We 
are in this semiarid country. Last year our average rainfall out there 
was 12 inches. I can say I was born and raised down in St. Paul 
which is 65 miles east of Sargent. I cannot remember when on an 
August 15 we were not looking up in the sky to see if we might get an 
inch of rain to tide over that corn crop. 

Senator Youna. I have felt that way many times. 

Mr. Suaucunessy. Yes. I know how it would stabilize our econ- 
omy. This unit, Mr. Chairman, is important to us in that it would 
be the key, it would operi the door to the development of this entire 
Loup Basin area. We have lands in that area that are as rich in soil 





1634 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


texture as lands in Iowa or over on the Missouri River. There is 
an area in this whole basin that would be susceptible to tremendous 
yields of corn and other allied crops. 


LOCAL AGREEMENT 


Another thing about it is that there is no local controversy. As I 
said, in instances over on what we call the north side of the river, 
which would be block 1, those people over there voted 5 to 1 for de 
velopment, and the overall area was 3 to 1. 

You see, years and years ago back when Mr. Semler was a boy they 
attempted to develop an irrigation district out there by private enter 
prise back before the turn of ‘the centur y. They actually built a canal. 
In fact, you can still see where they hi id dug the canal. But through 
improper engineering and whatnot, heavy rains came down some of 
the canyons and out went the canal. So some of those oldtimers 
still remember that they had to pay for something that they didn’t 
see come into being. That was where some of those men did not quite 
understand how we could go about doing it. As I say, there is no 
local controversy. 

Senator Youna. You are very fortunate in having local agreement 
in htat and no controversy. 

Mr. SHaucunessy. I appreciate that. 

Senator Youna. Almost every committee session I have attended 
of Interior Appropriations and Civil Functions Appropriations the 
last week we had witnesses both for and against a given project. 

Senator Grisworp. I just left the hearing where they were for and 
against. 

“Mr. SHavernessy. The people over on the Lillian, serving the south 
side, they were apprehensive of some of the things. So through an 
explanation of how we were going to proceed, we were not going to 
ask them to participate in the development of their area until after 
we had developed the north side, then they were perfectly satisfied. 


BROKEN BOW MEETING 


We had a mass meeting at the town of Broken Bow, last February 
1952 as a result of being fully explained to them what we were trying 
to do, they all went ahead. ‘We explained we could not let them out. 
We either had to stop where we were or go ahead, but if they were 
patient, we would try to get the job done. As a result, the overall 
vote was 3 to 1. That included the people in the entire area that up 
to that time had been somewhat against us. 

We are asking now and I know we are asking for an appropriation 
that is not included in the budget, but if you will recall we were here 
2 years ago. I believe you were on that same committee. As a result 
of that, at least we had the privilege of appearing. We have gone 
back now and we have organized our irrigation district. That is 
one of the things I recall the late Senator WwW herry told us we had to 
do. We did do that. We have submitted these questions to the 
people. When we were here in March we were told that we had to 
negotiate a contract, a repayment contract. Immediately upon our 
return back to Nebraska we commenced those negotiations. We have 
had two meetings. We have had one meeting with the representative 
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of the Bureau of Reclamation just last Wednesday, a week ago, on 
the 6th of May. We feel we can conclude our contract that is going to 
be within the means of the water users to pay back. The contract 
would give us a 10-year development period and then a 40-year repay- 
ment contract. To show you that we have certainly the backing o1 
the people back in our own district, we also have the interest of our 
governor, I just received this telegram a few minutes ago and | 
will quote: 

It will be to the interest of all Nebraskans that the Sargent unit of the 
Loup River irrigation project be carried forward. I urge that serious consider- 
ation be given to the testimony of their representatives before your committee 

ROBERT B. Crossy, Governor of Nebraska 

Mr. Chairman, we have worked hard. We have tried to keep it at 
the level of the people. At every one of our meetings we have always 
said : 

Now, people, before we proceed on anything, you are going to be the ones that 
are going to decide this. It is not going to be the fellows in the street. It 
is not going to be the businessmen in the town It is going to be you water 
users. You are the fellows who are going to have to pay this back. We think 
the benefit you are going to receive, the stability of your economy, not only to 
yourself but the heirs that will follow, the good that will come to our com 
munity certainly will offset the cost that you are going to have to obligate 
yourselves to pay. 

We explained to them we are not willing to give you something. 
You are going to have to pay for it. That is where we are today. 
The people have delegated us to come down and represent them. We 
have done everything that has been asked of us. The people have 
voted a conservancy district to be more or less the daddy of them all, 
and then the irrigation district that is going to be the contracting 
entity to make these repayments back to the Government. We are 
not here today asking for any out-and-out grant. We are simply 
asking that there be an appropriation of money sufficient for us to 
go ahead. In the past there has been, as you know, this question of 
no new starts. Well, if that continues, then reclamation and the rest, 
I do not see how it can continue in Nebraska, how it can continue in 
any of the arid 17 States. If we do not get a project started, if we are 
to start the Sargent unit this year, in a matter of another year, we 
could get the Farewell unit in shape where it could be started. 


TWIN LOUP IRRIGATION DISTRICT ORGANIZATION 


We are now in the process of organizing what we call the Twin 
Loup Irrigation District over on the north of the Loup River. We 
have had a series of meetings, ten of them, and at no time did we run 
in opposition. In some instances we had over 95 percent sign the 
night of the meeting. So we have a definite interest in irrigation out 
in that country because primarily we do know we have a semiarid 
country. We got some rain a couple of weeks ago. We have had some 
good rains. ‘Then perhaps we get more or less self-reliant, but we 
still need that rain in the heat of the summer when those c rops need it. 

Senator Youna. It looks like a very good project and I hope you 

st some appropriations to start it. You are facing a serious handic ‘ap. 
Fon have no budget estimate, but that does not necessarily mean you 
could not get an appropriation for it. 
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I do not happen to be one who believes in the policy of “no new 
starts.” We have been starting some new ones in reclamation the last 
2 years. I think it would be unfortunate if we did follow a program 
of no new starts because that would mean we would be out of business 
within a short while. 

LOCAL ASSESSMENTS 


Mr. Suaveunessy. Another point too that I think is important 
here is that the people themselves are going, the man on the street 
in these towns, while surely they are interested, they know they are 
going to maybe sell an extra drill or plow, but they have been sub- 
jec ted to a levy of 1 mill on all the tangible property they own, not 
only real but personal, the car they drive, all that stock of merchandise 
they own is subject to a 1 mill levy to help defray the expense of 
organizing the district. After the water is placed on the land, we can 
still have them help pay for our district. Just to give you an example, 
when we organized the Sargent irrigation district, the farmers were 
not called upon to pay one dime directly to the organization of the 
Sargent Irrigation District. The cost of legal advertising and what 
not were paid out of this 1-mill levy. The people 65 miles away helped 
to contribute so that the people of the entire area are all working for 
the common end of getting irrigation because they know if the Sargent 
unit is finally built, that then eventually Farewell unit will be followed 
as a matter of course. That is why we sincerely urge you to give con- 
sideration to an appropriation. 

As I understand at the present time, $1,027,000 will start us off this 
year and would carry us on so that we could ultimately have water 
on our land within about, I believe, two full years of construction. 
That would get us by the hump. $1,027,000 is what we desire at the 
present time. 


STATEMENT OF HON. DWIGHT GRISWOLD, A UNITED STATES 
SENATOR FROM THE STATE OF NEBRASKA 


GENERAL STATEMENT 


Senator Griswoip. I do now live in a very densely irrigated county. 
I agree with what Mr. Shaughnessy has said, that the soil in my home 
area is not as good as where they live. I know every town. I know 
the whole of the country, and there is one thing I I did learn today. 
I did not know they had an old irrigation ditch that was about 50 
years old. But they really have good country that would produce 
wonder fully if they had good rainfall. 

I live in a country where the rainfall is 16 or 17 inches. They he ave 
marvelous crops because they have irrigation. Irrigation in the Sar- 
gent unit would be a wonderfully balanci ing influence to the whole 
economy of that country. 

Senator Youna. I think there is a great advantage in smaller proj- 
ects like this. They do have a sts abilizing affect to all the acreage in 
that area. 


J USTIFIC ATION FOR REQUEST 


Mr. Suavueunessy. Just briefly then, in summary, Mr. Chairman, 
I think we can more or less justify our request. 
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First, I believe we all agree on the need for increased food produc- 
tion, it will assist in that. Then what we were talking about, it 
would stabilize the local economy, nov only the people living in the 
valley but the ranchers would have a source of forage ere ps in the 
event of crop failure. We all agree that can be possib le. We hope 
not probable. 

LOCAL AGREEMENT 


Then again, the attitude of the local people. There is no contro 
versy, everybody is working toward = same end. The ability of 
the Sargent unit itself to meet current test of feasibility, that has been 
shown and it isthere. Then we are sites idy in the advanced stages of 
the engineering work and design of irrigation features. It is all 
there ready to go. As of July 1 or just as quickly as money is avail- 
able, we can start construction immediately. 

Finally, we are in a state where we can negotiate a contract. 1 
think we can conclude a contract that will be approved by the people 
out in our district and also be approved by the Secretary of the In- 
terior. So taking all — things into consideration, I sincerely hope 
that you will give us your kind consideration in the granting of this 
appropriation. 

Finally, I want to thank you very much. I know the 
but you took the time to hi ar 

Senator Youna. We are glad ive your statement. 

. 


have done a good job of presenting your case. If vou do not 
appropriation, it will not be your fault. 


Mr. SuHavuGunessy. I know the success of this particular project 
will be the key to our complete development of the Loup River Basin 
and possibly on the Platte River Basin. 

is J say, we have made some strides with the | val entities that : 
necessary to accomplish this task. Again I think when you keep 
with the people and let them be the ones that are going to decide the 
question, then you are over the hump, too, so to speak. 

Senator YounG. Does that complete your testimony ? 

Mr. Suavucunessy. In closing, Mr. Chairman, I wish to thank you 
for the courtesy you have extended to us in granting us the time 
allotted. 

Senator Youna. The committee will stand in recess until 10 o’clock 
in the morning. 

(Whereupon, at 5:30 p. m., Thursday, May 1953, the committee 
was recessed, to reconvene at 10 a. m., Fr ae 7 ry 15, 1953.) 


( 
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FRIDAY, MAY 15, 1953 


UNITED STATES SENATE, 
SUBCOM MITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washinyton, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, Senator Henry 
C. Dworshak, temporarily presiding. 

Present: Senators Cordon, Young, Knowland, Dworshak, and 
Hayden. 

Senator DWorsHAkK. The committee will come to order. We will 
hear first this morning from Congressman Walt Horan, of Washington. 


DEPARTMENT OF THE INTERIOR 
BONNEVILLE PowrER ADMINISTRATION 


STATEMENT OF HON. WALT HORAN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON 


GENERAL STATEMENT 


Representative Horan. I am over here this morning, very frankly, 
on something that disturbs me regarding the House action on the 
Interior bill, and I think it is in order for you to ask me why I came 
over here instead of to the House committee. I want to read my state 
ment and point out to you that any modification of the action will have 
to be considered in conference. I am convinced of that. So I would 
like to read this short statement, if I may. 

Senator DworsHak. You can put it in the record, if you care to. 

Representative Horan. I would like to read it. 

First, I want to thank the chairman and members of the subeom 
mittee for this opportunity to appear before you. 


REQUEST FOR FUNDS 


[I have a twofold purpose in being here; first, to request Senate 
restoration of the $7,500,000 now asked by the Department of the 
Interior for Bonneville Power Administration construction, and also 
the $2,100,000 cut by House action from Bonneville’s operation and 
maintenance account: and, second, to point out what I consider to be 
not only ineffectual but improper wording—which comes perilously 
close to being legislation by appropriation—contained in the state- 
ments purporting to set forth future policies to be followed by Bonne- 
ville and attempting to limit the scope of its operations. These state- 
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ments appear on pages 2 and 4 of the House report on the Interio: 
appropriation bill, and in my opinion as a layman and not an attorney 
run directly counter to the clear wording of the Bonneville Act defining 
the duties of the Administration and its Administrator and tl 
of its operations. 

Let me now quote a sentence from the paragraph headed “Bonne 
ville Power Administration” on page 4 of the House report: 


1e scope 


The committee cannot read into the Bonneville Act anything directing the Admin 
istration to build transmission lines and related facilities in a continuously 
expanding area. 

The rest of the paragraph and the section I 
headed “Committee Policy,” on page 2 of the House report, attempt to 
coerce the Bonneville Power Administration into a position of not 
building transmission lines anc’ facilities that can be built by private 
enterprise, and of taking private enterprise into partnership to build, 
own, and operate that part of each project that can be handled by 
private Ownership under conditions that protect the interest of all 
the people. 


yreviously mentioned 
. , 





SECTION 2—B or THE ACT 


Keeping the foregoing 2 policy statements in 
section 2-B of the Bonneville Act: 


In order to encourage the widest possible use of all electric energy that can 
be generated and marketed and to provide reasonable outlets therefor and to 
prevent the Inonopolization thereof by limited sroups, the Administrator is 
authorized and directed to provide, construct, operate, maintain, and improve 
such electric transmission lines and substations, and facilities and Structures 
appurtenant thereto, as he finds necessary, des rable, or appropriate for the 
purpose of transmitting electric energy available for sale, from the Bonneville 
project to existing and potential markets, and, for the purpose of interchance 
of electric energy, to interconnect the Bonneville project with other Federal proj- 
ects and publicly owned power systems now or hereafter constructed. 

You gentlemen will note that there is no limit of area of operations 
Specified in the foregoing section, although I would assume a reason- 
able limit would be the Watershed of the Columbia River, 
which Bonneville Power Administrati 
as I have been able to ascertain 


mind, let me quote 


beyond 
on has not ventured. And, as far 
, there is no mention in the Bonneville 
Act of it being either permissive or mandatory to go into ful] partner- 
ship with private enterprise in its operations or to build only those 
lines and facilities that private enterprise cannot or will not build. 

It is neither my desire nor intention to be drawn into the contro- 
versial issue of private yersus public power, for this js entirely apart 
from the point I wish to make. This point is that any change in the 
scope of operations of Bonneville Power Administration or in the 
manner in which it discharges its duties should be made in the pre- 
scribed legislative process. Either a new act should be drawn, or the 
old act amended: hearings should be held in which al] interested par- 
ties may be heard, and the orderly procedure of legislation observed. 
The method attempted in the House report can only be in effect. defi. 
nitely, until appropriations for the next fiscal year are set up. At 


that time it is entirely possible changes might be made In policy, 


Private enterprise cannot afford to risk the millions of dollars that 
would be involved in the building of transmission lines a 
on such a vague and indecisive promise, and It will not. 


nd facilities 
Consequently, 
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the entire purpose of prescribing policy by appropriation is imprac- 


' y 


tical and ineffective, and particularly the way in which it h een 
ittempted in the House report. 


This leads me to the s bject of the restoration « f the $7,500,000 re 
quested by the Secretary of the Interior, and nee the House re port 
states that some of its reductions were based upon the assurances of 
private utilities that they would make investments in the needed lines 
and facilities, and this is obvious 


nent nature of police ymaking by appropriation, J ask that you gentle- 


men seriously consider such restoration. The lines and facilities in 


l 
} 
l 


y unsound in view of the imperma 


volved are needed this eee not the next year or the next. Their need 


has been est: ablished | y competent engineers on the basis of actual 
uppraisal and examin: ion of all the factors involved. ‘The request of 
the Deparienens 1 is in full compliance with its responsibility and duty 
under the Bonneville Act. I hope you can see your way clear to make 
these additional funds available for the rapi idly erowing Northwest 
in order that the additional power that will be coming on the line 
from our Northwest dams may be marketed as yao editiously and as 
efficiently as possible. Of particular interest to me is the item on 
page 5 of the House report under the designation “Idaho Panhandle.” 
This amount includes $20,000 for a new and greatly needed substation 
at Newport, Wash., in my district, and the entire amount was dis- 
allowed. 
FUNDS FOR OPERATION AND MAINTENANCE 


I also ask you gentleman to consider seriously the restoration of the 

2,100,000 item for operation and maintenan ce The : +e allowed 
by the House represents only the same granted in fiscal 1950, and since 
then the size of the system they administer has practic ally doubled. 
It just doesn’t make sense that a system nearly double in size can be 
operated and maintained with the same amount of money that is re- 
quired for one-half the size. There is bound to be serious trouble. 
This drastic reduction will necessitate elimination of crews maintain- 
ing and operating present facilit ies, and will not provide for operat ing 
and maintenance crews to man new facilities to be installed in 1954. 
This will lower the grade of service to the Administration’s customers 
by increasing the length of outages and by endangering the equipment 
of the Federal Government and its customers. 

I am grateful, Mr. Chairman and members of the subcommittee, for 
vour kindness in permitting me to appear here today. 

Senator DworsuaKk. Are there any questions? 

Senator Haypen. That was a very forceful statement. 

Representative Horan. Thank you. 

Senator Dworsnakx. We will next hear from Senator Mansfield. 
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Montana Frioop-Controt Prosecr 


STATEMENT OF HON. MIKE MANSFIELD, UNITED STATES SENATOR 
FROM THE STATE OF MONTANA 


FUNDS FOR COMPLETION OF PROJECTS 


Senator Mansrretp. Mr. Chairman and gentlemen of the committee, 
I would like to go on record as being in accord with what my colleague, 
Mr. Horan, has just said, because he recognizes the importance of the 
Bonneville Administration to the northwestern part of the United 
States. I would also like to ask at this time that the funds be allowed 
for the substation at Columbia Falls, and to call to the committee’s 

attention that the Mountain States Power & Light Co., which at the 
time of the House hearing was sup yposed to have been opposed to this 
partic ular project, is in favor of it at the present time. 

I should like to also ask that the full amount of $673,000 for the 
construction of Hungry Horse be allowed because this will complete 
that project. I would also like to request this co nmittee to restore 
$120,000 for the Bonners Ferry-Troy line. This 3120,000 will com- 
plete this project on which something like $785,000 alre ady has been 

spent. The clear ing g contracted for has been eomple ted. All materials 
are on hand, and in my opinion it would be false economy if this proj- 
ect was allowed to go the way the House indicated it should at its 
session a week or so ago. 


CANYON FERRY PROJECT 


I would like to also ask that the $957,000 requested for Canyon 
Ferry to complete the project be allowed. I have before me a letter 
from the Broadwater County Chamber of Commerce which I would 
like to put in the files of this committee, because this letter requests, 
in behalf of the citizens of Broadwater County, Mont., a hearing 
in Broadwater County regarding the effect of the high water level 
of Canyon Ferry Dam on the economy of that county. Quoting from 
the letter, Mr. Roger Pierce, president of the Broadwater County 
Chamber of Commerce says: 

We fail to see why this dam cannot be operated at the low level of 3,766 
feet, which would make a difference of approximately $400,000 per year in 
gross revenue between high-level operation and low-level operation. The pro- 
duction of the land to be inundated would far exceed the $400,000. 

The loss of tax revenues due to the high-level operation of Canyon Ferry 
will place a prohibitive additional tax burden on the rest of the county. 

The threat of the high-level operation of Canyon Ferry has already seriously 
affected the real-estate values of the county because of anticipated higher taxes. 

We feel the facts of this case have never been fully considered. 

I would like to call to the committee’s attention that in 1949 J 
appeared before the House Interior Appropriations Subcommittee 
in company with Messrs. White and Doggett on this particular 
question, and I would like to suggest to this committee at this time 
that if it sees fit to do so, it arrange for a hearing at which time 
the citizens of Broadwater County can be heard, and that this hear- 
ing be conducted at Townsend or Helena, Mont. In the meantime, 
though T hope the full amount is allowed for the final completion of 
the Canyon Ferry project. 
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Senator Haypren. May I interrupt there. With respect to the 
Canyon Ferry project, that a | complete it? 

Senator Mansrietp. Yes, s 

Senator Haypren. How it is to be operated is a matter yet to be 
determined, high level or low level ? 

Senator MANsrrevp. Yes. 

Senator Haypen. That would have to be worked out by agreement 
after, 1 assume. 

Senator Mansrretp. I was hoping Senator Hayden that this com- 
mittee would, in its wisdom, | me into this matter, try and arrange 
a hearing for the people interested out there who will be affected by 
this dam, and then on the asllh of that hind ng arrive at a conclusion 
which will be fair to all concerned 

Senator Haypen. All right. 


FORT PECK PROJEC! 


Senator Mansrretp. I would also like to appear in behalf of the 

$350,000 for the Fort Peck project and the $673,000 fer the ‘Three 
Forks-C row Creek project, and the $7 million requested in the Senate 
for the lower Marias project, which means a great deal to the northern 
part of Montana because it will bring 127,000 acres under irrigation and 
that means a oreat deal to our economy. 


MISSOURI DIVERSION UNIT 


Now we come to the Missouri diversion unit. The budget request 
was for $5,263,000. ‘The amount passed by the House w as $2 million, 
and the amount requested 1 in the Senate is $2 million. That is the 
amount taf ast year for this project, and ] be that will 
be the mint ) amount allowed this year. 

There are w vith me today, in addition to the rest of the Montana con 
gressional delegation, three well-known citizens of northeastern Mon- 
tana who are very much acquainted with this project : Messrs. Christen- 
son, of Glasgow, Appe igre on, of Wolf Point, and Joe Frerich, of Poplar. 
We hope the diversion dam can be constructed and that this project 
will be allowed because it. means a great dea! to the economy of that 
particular part of the State. 

I might call to the committee’s attention that a matter of about 2 
weeks ago one of the counties which will be in this particular area, 
McCone County, was declared a disaster area. I should also like to 
call to the committee’s attention the fact that the average rainfall 1 
the 3 counties affected by this particula r irrigation project aver- 
ages approximaely 1 10 inches a ye: ar. That is really semiarid, and it is 
getting very close to arid, so you can see what this means to that par- 
ticular part of our State, and this diversion unit is needed. I want 
to go on record as being wholeheartedly in accord with this project. 


YELLOWTAIL DAM 


Mr. Chairman, many times I have appeared before this committee 
in behalf of the Yellowtail Dam. ‘Che budget request is $1,500,000, 
No funds were passed by the House. I hope that this amount, or a 
large part of it, is allowed by the Senate because this money is vitally 
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needed to settle claims with the Indians and to bring to southeaste: 
Montana a project which will be comparable to Hungry Horse in the 
northwestern part of our State. 

nator aATRe: nN. May I inquire with rega » Yellowtail Dar 
has there been a mple te arrangement mad “ the C row Tribe of 
Indians to determine what compensation they would get for the us 
oh theca she} Has that been thoroughly worked out ? 
Senator Mansrievp. Senator, that is the reason for this request 
The Pp ylans are all made and it is conte mpl: ited that this mon y will be 
sufficient to carry out negot ations with the Crow Tribe to take care of 
their interests, and I want to see them taken care of before the dam is 
constructed, But this is a great project, and everybody in Montana 
knows what Hungry Horse has meant to the whole State’s economy 
his will be another Hungry Horse, and I might say in passing that 
all these projects here that ] ne advocating are fully reimbursable, and 
none of them are boondogg! ing. 


GREAT FALLS AND BILLINGS REGIONAL OFFICES 


Now we come to the matter of regional and district offices at Great 
Falls and Billings. Due to cuts in appropriations, there is a plan to 
eliminate a number of regional and district offices. If this plan is put 
into effect the Reclamation office in Great Falls may be abolished and 
transferred to Denver. The same would hold true for Billings. If 
not completely abolished the personnel would be cut down and most 
of the duties transferred to the office in Denver. 

I have received a number of protests and I would like to call the 


committee’s attention to the fact that the Billings office is very impor- 
tant for the carrying on of reclamation activities in the part of the 
country which, perhaps, needs most help in this respect, namely, the 
Dakotas, Wyoming, and Montana. I hope that the committee will 
do what it can to see that the offices at Great Falls and Billings are not 
abolished. 


RELOCATION OF GLENDIVE-WILLISTON LINE 


The next item is the relocation of Reclamation’s Glendive-Williston 
115-kilovolt line around the west end of Sidney Airport. Thirty-five 
thousand dollars was allowed in the House. This amount has been 
passed by the House to provide the necessary funds to move the trans- 
mission line. This line is to be moved because of the extension of a 
runway. Due to the fact that there was some misunderstanding be- 
tween the Bureau of Reclamation people and the local officials it is 
felt that this line should never have been placed in its present location 
because the city was planning the improvement of its airport. 

Within the past week the Civil Aereonautics Board has approved 
approximately $18,000 for the improvement of this runway, and all 
other difficulties have been ironed out. Therefore, this line must be 
moved to meet the requirements of the Civil Aereonautics rules and 
regulations, and I sincerely hope this committee will allow this item 
of $35,000, 

I was going to appear here this morning in behalf of the Cut Bank 
Boarding School for Indians, which is vitally needed, but I under- 
stand on the basis of correspondence recently received that the Bureau 
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office in Billings has acceded to the reque t of the people in Glacier 
County, and the Blackfeet Indians, to allow this boarding school to 
continue. If by any chance my information is not correct | hope that 
this committee will take action to see that this boarding scl 
Cut Bank is allowed to continue. 


choo! at&t 


MONTANA COOPERATIVE UNIT, FIS \ » WILDLIT SERVIC! 


l would also like to asl this committee t » allow the funds necessary 


to continue the Montana Cooperative Unit of the Fish and Wildlife 
Service at Montana State University. 


NATIONAL PARK SERVICE 


My last item has to do with the National Park Service, the office 
in Omaha, Nebr. I am in receipt of an editorial from the Hungry 
Horse News relative to this particular situation. It is known as the 
Omaha setup, and if I may take a minute or so of the committee’s 
time, I would like to read portions of it. It says: 


Out here in the West we do not like the national administration’s cutting 
dam building appropriations, for example. 

On the other hand, the Nation generally wants more holding the reins when 
it comes to public spending. 

At the same time, with the Eisenhower administration, it still has to be proved 
whether economy objectives will be achieved through fund transfers, fancy 
bookkeeping and lip service. 

Here in the Flathead we are much closer than most areas to operations by 
Federal departments. 

An example is the National Park Service that seems topheavy with adminis 
tration and obviously light when it comes to the number of men available for 
improving camp grounds. 

Before we started to shave regularly we worked in Yellowstone as a news 
cameraman, though not a Federal employee. 

One of our pet peeves is the buildup of regional offices by National Park 
Service. It appears that more money is being spent through the years to main- 
tain a regional Park Service office at Omaha than Glacier or Yellowstone get 
for obviously needed campground improvements. 

Regional Park Service offices seemed to have become better established about 
the time the CCC camps went out. Personnel loaned by the Park Service to 
help run the CCC found jobs in these new bureaucratic setups when the CCC 
went out. 

Obviously local park personnel are careful not to criticize the regional office 
for many of their old-time friends have found jobs in very unparklike setting 
of Omana, Nebr. 

If Congress wants to trim Government spending they could take a second 
look at the regional offices of the National Park Service. 

As far as we are concerned, Glacier and Yellowstone would get along fine 
having the park superintendents report direct to the National Park Director’s 
office in Washington, D. C. 

More government does not make for efficient government. Shaving off an office 
at Omaha, in our opinion, would actually improve our national parks, and they 
might spend the money saved for better visitor facilities. 


This is by Melvin Ruder, the editor of the Hungry Horse News, 
and appeared in the May 1 edition, 1953, 
CLOSING OF NATIONAL PARK OFFICE AT OMAHA 


I am in whole accord with what he has to say. I would like to 
suggest to the committee it consider very seriously closing down the 
national park regional office at Omaha, Nebr., and having the funds 
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allocated toward better regulation of national parks throug! 
country. 
That is all, and thank you very much. 


MonraANA Power ‘TRANSMISSION FACILITIES 


STATEMENT OF HON. JAMES E. MURRAY, A UNITED STATES 
SENATOR FROM THE STATE OF MONTANA 


PREPARED STATEMENT 


Senator Murray. I have a prepared statement, Mr. Chairman, 
which goes along the lines just covered by Senator Mansfield, and 1] 
will ask to have it inserted in the record. 

Senator Dworsnak. It will be made a part of the record 

(The statement referred to follows:) 


STATEMENT By SENATOR JAMES E. MURRAY 


Mr. Chairman, I appreciate the opportunity to appear before you today in 
regard to the Interior appropriations bill and certain projects that are vital 
to the development of the State of Montana. 

I am greatly concerned about the bill as it has come over from the House 
of Representatives 

We need to develop electric generating capacity and facilities to transmit 
greatly increased amounts of electric power in all areas of the Nation. In 
spite of the combined efforts of both private industry and the Government, 
we have had recent power shortages in the Northwest, and we confront serious 
shortages in other great regions and in the Nation unless expansion goes on 
at an accelerated rate. 

The President’s Materials Policy Commision, which reported last June, tells 
us: “Shortages of electricity and rising costs would impede economic growth; 
they could throttle the Nation’s effort in event of war.’ Then at page 121, 
volume I, they say: 

“The national interest in greater production at lower costs will be promoted by 
mutual recognition, hetween the Federal power agencies and the private systems, 
of the needs of each for expansion to meet market requirements, for close in- 
tegration between public and private facilities within the established principles 
of Federal power policy, and for strengthening joint public and private utility 
planning for future expansion. Protracted controversies will only contribute 
to power shortages and higher energy costs.” 

A little later the Commission recommends: 

“That the Nation’s hydroelectric potential be developed as fully and as 
rapidly as economically feasible.” 

I have consulted with officials in both the Federal Power Commission and 
the Defense Electric Power Administration. We have 81.5 million kilowatts of 
installed, class I utility, generating capacity. There is little margin available 
to meet stoppages of generation caused by drought, which would cut hydro- 
generation, or mechanical failures in thermal generating plants. As the members 
of this committee know, installed capacity in the Northwest provided insufficient 
margin under recent drought conditions and use of electricity had to be limited— 
a brownout had to be imposed—as a result. 

We need to install 9.5 million kilowatts additional generating capacity this 
year to meet growing demand. We set a record of 7 million kilowatts of capacity 
installed in 1951. That dropped to 6.5 million kilowatts added to our capacity 
last year. Much of these increases resulted from the incentive of accelerated 
amortization granted to private utilities. There seems to me little likelihood that 
we will reach the 9.5 million expansion needed this year, or requirements in 
the years ahead, unless there is a speedup and not a slowdown in construction 
of the great Government projects for which plans have already been developed. 
If we are to maintain a full employment economy and prevent cutbacks that 
could lead to a serious recession, we need to build generators as rapidly as we 
ean, interconnect them to avoid regional scarcities, and assure at all times an 
abundance of low-cost energy. 
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I am a proponent of publie 
of Government yardstick oper: 
have pr vcd an incentive to e private 
power at lower costs, and that the yardsticks 
tion of the private companies, but, regardless of 
national need for more adequate generating 
ither cutbacks or slowdowns in construction 

It is my hope that your committee will look 
prepare a budget realistically related to those nee 
for economy. But certainly it ismot economy to halt 
productive plants which are urgently needed to 
terms of maximum productive capacity, and econo1 

With the Russian threat not lessened but strong 
including energy policies, which will make sure 
heaviest defense needs any emergency might ] 

This means having energy available for mor: 
ample, and other necessary mineral and indu 

| would earnestly urge upon the committee the 
of the Yellowtail-Billings 115-kilowatt transmissi 
least $7 million to start the construction of the Yello 

The transmission line would furnish construction pe 
and, when it is completed, interconnect the Yellowtail pl 
the Missouri Basin system It will also provide the 
power to northern Wyoming. Power can be provided 
Peck and Canyon Ferry power with the Montana Power 
arrangements with them, or by purchasing energy 
plant at Billings, Mont. The line will be useful at once 

The Yellowtail Dam itself has a tremendous potential. One of my greatest 
disappointments since coming to the Senate in 1934 had been failure of the Con 
gress to appropriate funds to carry forward the construction of this project 
It is of the very sort that should now be pressed forward to meet P 
needs, for it can make a tremendous contribution to the 
industrial expansion of southeastern Montana where there are ext 
nickel, tungsten, and molybdenum deposits. 

The sale of the power from this project, to be produced in a 200,000-kilowatt 
generating plant, would repay the project’s cost and net our Government more 
than $40 million at the end of a 50-year period. The first budget submitted to the 
Congress this session suggested an appropraition of $1,500,000 to acquire neces- 
sary rights-of-way from the Crow Indians. I strongly urge that at least $7 
million, to provide for acquisition of these rights-of-way and for a start on 
construction, be appropriated. In any event we should not fail to at least 
appropriate $1,500,000 with which to acquire necessary rights-of-way for this 
project. 

In view of overall national needs, this project should be started at once 
Delaying an appropriation for it would not be economy in any sense of the word 
In my opinion, it would be only unwise deferment of an investment which must 
ultimately be made, and is needed now. 

We are pleased that the House has provided for bringing Hungry Horse and 
Canyon Ferry projects to virtual completion, $673,000 for the Crow Creek pump- 
ing unit, and $450,000 to be used for the completion of certain substations through 
which is distributed electric energy generated at Fort Peck powerplant. Al! 
these items are needed. 

The appropriation for the lower Marias irrigation unit has been reduced from 
an original budget request of $7,461,000 to 36 million. The unit will irrigate 
127,000 acres of exceptionally good land. With irrigation, farmers in this region 
ean produce hay and alfalfa needed to carry the area’s livestock industry through 
the short water years. 

The contractor working on the central feature of this unit, the Tiber Dam, 
has been making remarkable progress. He is now ahead of schedule. This 
project can be completed to make water available several months in advance of 
the programed time. That would reduce project cost, of course, and bring 
earlier benefits. I strongly urge this committee to make sufficient appropriation 
to bring this project to completion without unnecessary delay Other witnesses 
will advise you of the precise needs. It would be wasteful, not economical, to 
make some flat, percentage cut in this or any other project, resulting only in a 
slowdown which would require longer employment of supervisory personnel, an 


str 
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extension of the construction-period overhead costs, and a delay in reaping 


benefits. ; 

An irrigation district is already formed and prepared to negotiate a contract 
with the Government covering the amount to be repaid by water users for this 
lower Marias unit. . 

We members of the Montana congressional delegation have been appearing 
before your committee and its counterpart in the House for several years for 
the Missouri diversion unit of the Missouri-Souris project. The House has rx 
duced the proposed tppropriation for this project from $9,263,000 to $2 million 
because, as I understand, of a major revision of plans for the project in North 
Dakota. 

I strongly urge that this committee make available sufficient funds to begin 
construction of the proposed diversion dam. Experience has shown over a period 
of many years that pumping directly from the river is not Satisfactory. There 
can be no feasible irrigation development without the diversion dam You have 
other witnesses from Montana here this morning who will go into the details 
of this project, including the various proposals for its development. 

Agricultural production is as vital to this Nation as direet Inilitary supplies 
in time of emergency. The growing food requirements of our increasing popula- 
tion alone make dependable agricultural productivity more and more important 
The area involved in the Missoui diversion dam project is subject to the ravages 
of drought. The farmers’ opportunity in the region to stabilize their 
production lies in the development of all feasible irrigation. 

It is their hope, and mine, that the Congress will] provide adequate funds to 
get under way the feasible works in connection with this project. 

Mr. Chairman, | Strongly urge you gentlemen to give 


livestox k 


careful consideration 
to all the projects lying outside Montana which may have been slowed down or 
eliminated from the budget, 


The citizens of Montana are interested in a strong Nation, 
productive Nation. with full emiployment and abundance, 
things unless the whole of this Nation has them. 

We hope that you will restore Bonneville Power and Columbia J 
priations items yw hich have been unwisely reduced or eliminated, 

We strongly urge that you restore cuts made in the Southwestern Power Ad- 
ministration funds, and the Southeastern Power Administration funds, 


It is my deep conviction that a speedup in both private and Federal] power 
programs is needed, and that it will be tragie if, under the guise of economy, 
heeded national investments in the power and reclamation fields are postponed 

Senator Murray. | feel that all of these projects that we are clis- 
cussing here this morning are of great importance to our State. The 
Missouri diversion unjt is absolutely hecessary, and also the one on 
the Marias. These projects will brine into production large areas 
which are needed at this time, and it seems to me that it would be un 
wise to neglect to carry forward these important projects which mean 
so much to our State and to the country. 

Mr. Chairman, I would like to place in the record a letter from the 
Flathead Electric Cooperative. 

(The letter referred to follows :) 


an increasingly 
We cannot have these 


asin appro- 


FLATHEAD EE TRIC COoPERA TIVE, INc., 


Kalispell, Mont., May 12, 1958. 
Senator JaMrs E. Murray, 


Senate Office, Washington 25, D. C. 


Dear SENATOR MurRay : Regarding planned and budgeted Bonneville Power 
Administration substation at Columbia Heights (near Columbia Falls, Mont.), 
substation to serve heeds of Mountain States Power Co. and Flathead Electric 
Cooperative in the area. Especially essential to cooperative, with new load in 
Essex and coming new heavy loads in Glacier Park on west side 

This substation was deleted in the recent DC appropriation 
ings. Testimony at those hearings did not show true facts 
A.C.M. supported at all times—Mountain States did not do so, 

On May 6, 1953, I attended a meeting at the BPA office in 


committee hear- 
and conditions. 


Spokane, Wash. 


Present were: J. J. Mangan. R. H. Wood, and Paul Williams of BPA; Mr. Merle 
Ebbe, manager of Kalispell section of Mountain States Power Co.; 


Mr. Edwards, 


oe «mo we om 
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general manager of Mountain States Power Co. at Albany, Oreg.; and myself. 
After perhaps 2 hours’ discussion, Mr. Edwards and Mr. Ebbe agreed that they 
had not been aware of all the conditions and coming loads of all concerned, and 
also revised some of their previous estimates. I am enclosing a copy of the 
letter dictated by Mr. Edwards at the close of this meeting and agreed to by all 
present. Mr. Edwards called his home office at Albany, Ore for confirmation 
of his action and indicated to all present that his firm would recommend and 
support the action stated in the attached letter through contact with Washing- 
ton, D. C. 

This meeting saw good, healthy discussion with everyone in accord at its 
close for the necessity of action as indicated. 

I again wish to emphasize the necessity of this substation if we, and the Moun 
tain States, are to be able to serve this very rapidly growing area 

Our only hope is through coming Senate action in restoring this item in 
BPA budget. 

We will appreciate all the help and support you can give on this—it’s really 
needed. Iam asking Senator Mansfield for help on this too. 

Sincerely, 
R, H. Gatiss, Manager. 


I submit my statement without any further discussion. 
Senator Dworsnak. Thank you. 

Senator Murray. Thank you, Mr. Chairman. 
Senator DworsHak. Mr. Potter, you may proceed. 


PrepatTory Sea LAMPREY IN Great LAKES 


STATEMENT OF HON. CHARLES E. POTTER, A UNITED STATES 
SENATOR FROM THE STATE OF MICHIGAN 


PREPARED STATEMENT 


Senator Porrrer. Mr. Chairman, I have a prepared statement which 
I will submit for the record. 

Senator DworsHak. We shall be happy to have it. 

(The statement referred to follows :) 


STATEMENT BY UNITED States SENATOR CHARLES E. Porter In RESPECT TO THE 
SruDy AND CONTROL OF THE PREDATORY SEA LAMPREY IN THE WATERS OF THI 
GREAT LAKES 


Mr. Chairman, I am deeply appreciative of the opportunity to appear before 
this committee in respect to the need for continued research and control of the 
predatory sea lamprey which has caused millions of dollars’ worth of destruction 
in the waters of the Great Lakes. 

I shall not enter into a discussion of the background of this prublem, the details 
of which, I am sure, are familiar to the members of this committee. In my judg- 
ment, our considerations of the current situation can be reduced to two major 
factors: (1) The urgent need for a continuing program of research of the bio- 
logical resources of the Great Lakes, and (2) the serious decline of the Great 
Lakes fishing industry due to the ravages of the parasitic sea lamprey. 

Although no coordinated research program between the United States and 
Canada to carry out this work has been agreed upon at this time, I am hopeful 
that such a coordinated program will be forthcoming in the near future. In the 
meantime the Congress has appropriated $1,272,939 since 1950 to keep the re 
search and lamprey control under way until such time that a coordinated and 
more efficient program is developed. 

Even with these meager funds, important advances have been made in research 
on the effects of sea lampreys on fish and the fisheries they support, on the 
methods of restoration of lake trout, and on the balancing of other fish popula- 
tions with a view toward achieving economic stability at the highest possible 
level. The appropriations have also made possible the construction of a research 
vessel, the development of economical electrical and mechanical control devices 
to prevent reproduction of the lamprey, a start at actual control through the 
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installation of control structures in known and potential sea lamprey spawning 
streams along the entire Michigan shore of Lake Superior, and perhaps most 
important in our considerations of research, these funds have made possible 
the development of a skilled and competent staff of research specialists who 
thoroughly understand the investigational and experimental procedures of 
lamprey control. 

Therefore, and I cannot emphasize this point too strongly, it is necessary and 
imperative that additional funds be made available to continue the work that 
has already been done. Otherwise all that has been accomplished will be lost and 
research and control of the sea lamprey will be set back 10 years with irreparable 
consequences, 

For the 1953 fiscal year, Congress appropriated $441,100 for these studies, by 
no means enough to conduct a research program commensurate to the job to be 
done, but at least adequate for preliminary investigative studies. Now we are 
being asked to continue the same job with $104,000. Obviously, as we all recog- 
nize, this is an impossibility. The Fish and Wildlife Servie of the Department 
of the Interior has carefully estimated that a minimum of $415,000 will be needed 
if for nothing else than to continue the progress already made and further the 
control tests now under way. 

Serious consequences would result if any sharp cuts are made in this amount. 
It would mean the loss of the greater part of the scientific staff. Scientific ability 
and technical experience are difficult and expensive to assemble, and once as- 
sembled as in this case, every effort should be made to keep the team intact. 
If the program is interrupted now, when it is resumed—and the importance of the 
fisheries is such that it will be resumed, I'll discuss this second factor in just 
a moment—the activity will have to be conducted largely with an inexperienced 
staff. The resulting losses in time and efficiency will be extremely costly and, 
in many aspects, irreparable. I was informed this morning by the Fish and 
Wildlife Service that separation notices will be sent to 33 persons on this staff 
within the next 10 days. I, therefore, respectfully urge that members of this 
committee give serious consideration to the salient facts of this problem and 
appropriate the necessary funds to keep the staff, many of whom have been 
engaged in these studies since 1940, intact in order to continue this valuable 
research program, 

The second major factor in our discussion on this bill is the serious decline of 
the Great Lakes fishing industry due to the ravages of the parasitic sea lamprey. 

In Lake Huron, where the trout catch averaged 5.2 million pounds in the late 
thirties and early forties, it now has been reduced, because of the plunderings 
of the sea lamprey, to an average of 400,000 pounds. In Lake Michigan, the 
catch fell from 5.6 million pounds in 1944 to 11,000 pounds in 1951. 

In Lake Superior, on the other hand, where the lamprey did not penetrate 
until 1947, there was no diminution in the catch until 1950. Now, however, the 
15-million-pound annual catch in this lake is threatened. 

In summary, the annual loss at the present time amounts to 10 million pounds of 
lake trout valued at over $5 million. Michigan alone, which accounted for 54 per- 
cent of the normal United States trout total catch up to 1944, has lost $2,825,000 
in annual revenue for its fishermen as a result of sea lamprey depredations. It 
is a shame that this situation has been allowed to become aggravated to the 
extent that the lamprey has exhausted our fish resources and imperiled the 
very existence of the Great Lakes fishing industry. Further, may I also stress 
the real importance of this program to the tourist industry, which is so vital 
to the economy of the great State of Michigan. 

This problem is close to my heart since I am a resident of one of the areas 
that has been drastically affected. I believe that I understand the serious conse 
quences of this prob'em fully enough to say that in my judgment, if remedial 
action—enforced with adequate and sufficient funds—is not forthcoming im- 
mediately, then we shall see before our eyes the dissipation and destruction of 
one of our Nation’s most valuable fishing resources. 

I believe in economy and as a United States Senator have supported, and will 
continue to support, economy measures when such cuts will not affect the ef- 
ficiency and conduct of management. But to economize simply for the sake of 
economy—to be pennywise and pound foolish as I believe is illustrated in this 
particnlar problem—is in my judgment detrimental and utter folly. 

In conclusion, I wish to submit with this statement a letter from Gerald E., 
Eddy, Director of the Department of Conservation for the State of Michigan, 
and a supplemental statement showing in detail the accomplishments that will 
be possible if the $415,000 that I am requesting is appropriated. 
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SEA LAMPREY RESEARCH PROGRAM 


Senator Porrer. I am appearing here in behalf of funds to Carry 
out a research program for sea lamprey, which has been under way on 
the Great Lakes for the past several years. It happens that I live 
in that area, and while a member of the House was very active in get- 
ting this program under way. 

As you know, the Great Lakes until 1945 used to be one of our great 
fishing resources. Since that time, gentlemen, you might be interested 
in the { figures as to what has hap pen ied to our fish production in the 
Great Lakes. In Lake Huron, where the trout catches averaged 5.2 
million pounds per year in the early forties, it has now been reduced 
because of the sea lampre: y to 400,000 pounds per year. In Lake Mich- 
igan the catch fell from 5.6 million pounds in 1944 to 11,000 pounds 
in 1951. And in Lake Superior the lamprey did not penetrate until 
1947 and there was no diminishing in the catch until 1950. Now, be 
cause of the lamprey, the catch of 15 million pounds annually is being 
threatened. 


ACCOMPLISH MENTS 


For your own ae you might be interested in seeing what has 
been accomp! shed by the Fish and Wildlife Service in that area. 
W> have the weirs which have been constructed to bring this sea 
lamprey under control. Here is what it does to the fish, as you see 
in these photographs. It is a sucker type of parasite that attaches 
itself to the fish and sucks the blood from the fish. Here is a tug full 
of eels that came from one of the weirs. It isa hideous parasite which 
hus done tremendous damage to our aon industry. 

Senator Haypen. As I understand it, the lamprey y has to go up a 
stream somewhere. 

Senator Porrer. They go up to spawn. 

Senator Haypen. And if you put a weir in the stream you catch 
them. 

Senator Porrer. That is right. 

Senator Haypen. And you want to get enough money to get weirs in 
all the streams. 

Senator Porrer. All the streams where lamprey spawn. The Fish 
and Wildlife Service estimates th if they will need S415.000 to con- 
tinue this program. 


EFFECT OF BUDGET REDUCTION 


Senator DworsHaKk. How much is provided this year 

Senator Porrer. $104,000, which means actually that Me »y will have 
to discontinue the program for all practical purposes. We have spent 
$1,272,000 on this program, mostly in research, to find out what type of 
weir will do the job. Much will be lost unless additional funds are 
provided for this control. 

Senator Haypven. This is an example of what can be accomplished 
by research. They simply did not know ca to meet this problem to 
start with, and they finally found out that these weirs would do it. 

Senator Porrer. Senator Hayden, I wish to say this has been the 
cheapest research program that I have ever seen, and they have ac- 





1652 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


complished a great deal. They have found the answer to bring this 
parasite under control. 

Senator Dworsmak. Are they constructing many of these? 

Senator Porrer. Yes, they have. Now we are in the process of en 
tering into an agreement with Canada so that Canada can carry out 
the same type of program. And I sincerely hope that with the good 
wisdom that is possessed on ie committee that you w x see fit to re 
store the $415,000 which it is estimated that the Fish and Wildlife 
Service will need for this yaa to carry on this sopraln. 


RESEARCH VESSEL 


For example, gentlemen, here is a picture. They have a vessel 
which is necessary in their program with all of the special gear re 
quired for research purposes. It will be necessary to disband the 
vessel if funds are not provided. Technical personel in this field 
are few and far between. It is difficult to find people who have made 
a study inthis field. Within 10 d: Lys notice W ill go out to 33e my} vloyees 
who are highly specialized that their jobs will be terminated, and, of 
course, the loss will be irreparable to the fishing industry of the Great 
Lakes. So, 1 appeal to you gentlemen for your favorable considera- 
tion, 

Senator Haypen. If nothing were done the lampreys would ulti- 
mately clean out all the food fish you have in the lakes? 

Senator Porrer. They certainly would. 

Senator Haypen. You would just have no fish in there at all. 

Senator Dworsuak. Do they attack all varieties? 

Senator Porrer. All varieties. They have a special taste for lake 
trout, which is the most valuable of our fish. 

Senator Dworsuax. Does that complete your statement ? 

Senator Porrer. Yes. Thank you. Along with my prepared state- 
ment I had a letter from the director of our department of con- 
servation that I also have submitted for the record. 

Thank you, gentlemen. 

(The letter referred to follows :) 


STATE OF MICHIGAN, 
DEPARTMENT OF CONSERVATION, 
Lansing, May 12, 19538. 
Hon. CHARLES E£. Porrer, 
United States Senate, Washinaton, D. C. 

Dear SENATOR Porrer: It is the view of the Michigan Department of Conserva 
tion that tentative action reducing funds for fishery research and sea-lamprey 
control on the Great Lakes to $104,000 for the fiscal year 1954 should be reversed 
and that the allotment to “Great Lakes fishery investigations, Fish and Wildlife 
Service” should be set at the full amount needed for the orderly development 
of the research and control program. I should like to outline briefly the basis 
for this stand. 

We hold first that these fisheries are of such great and unique importance as 
to make unthinkable the proposed curtailment of efforts directed at their restora- 
tion and maintenance. The decline of production of lake trout alone in Lakes 
Huron and Michigan represents an annual loss to United States fishermen of 
well over $3,500,000. Furthermore, the spread of the sea lamprey in Lake 
Superior threatens the destruction of the remaining United States fishery for 
this species—a fishery with an annual take valued in excess of $1,500,000. The 
damage does not end here. In some localities the loss of the lake trout has put 
an end to all production since without the trout it was economically impossible 
to continue fishing. Lake Superior is particularly vulnerable in this respect; 
take away the lake trout and we stand to lose most of the entire annual produc- 
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tion of fifteen to twenty million pounds. I should mention also that the lake trout 
though the principal victim, is not the only prey of the sea lamprey. Other 
valuable species such as whitefish, walleyes, perch, and suckers are attacked, 
and the damages to these fish increase as the lake trout disappear. 

Nor is the story finished with an account of the damages to the commercial- 
tishing industry, grave as they may be and acute as is the distress of the many 
small communities that rely principally on commercial fishing. The Great Lakes, 
situated as they are in the heart of the densely populated Midwest, support sport 
fisheries, the magnitude and importance of which are not generally appreciated 
Many hundreds of thousands of anglers, both resident and tourist, fish the Great 
Lakes regularly. Their numbers are certain to become greater and greater as 
the limited inland waters prove unable to meet the growing demand for angling 
This immensely valuable sport fishery also is in danger 

Because of the importance of the Great Lakes fisheries, the maintenance of 
a stable, adequate, and sustained research and rehabilitation program is vital 
to the future of the industry. We accordingly hold it the soundest economy 
to foster the efficient development of such a program and would view as a re 
grettable waste of public funds a curtailment that would entail the loss of the 
fine progress that has already been made. To be more specific, since the initia 
tion of the expanded Great Lakes fishery investigations, about $1,250,000 has 
been expended in researches in which the development of methods for the control 
of the sea lamprey has held first rank. These funds have been well invested, 
for electrical barriers and other equipment have been devised which, at a rea- 
sonable cost, can prevent the sea lamprey from reaching its spawning grounds 
To curtail this program now when the methods for control have been developed 
would seem as illogical as to spend money for clinical diagnosis of a patient’s 
illness and then refuse the medication. 

A most serious consequence of a reduction to $104,000 in the budget of an 
organization that had an allotment of $440,000 for fiscal year 1953 would be the 
loss of the greater part of the scientific staff. Scientific ability and technical 
experience are not to be turned on and off like the water at a tap. Once this 
staff, with its proven competence and years of experience, is dispersed it sure 
will prove impossible to reassemble it. If the program is interrupted now, when 
it is resumed—and I repeat that the importance of the fisheries is such that it 
will be resumed—the activity ill have to be carried on by a staff largely in 
experienced in the work. The resulting losses of time and efficiency are certain 
to prove costly. 

A word now about the role of the States in research and management of the 
Great Lakes fisheries. Here I can, of course, speak only on behalf of the State 
of Michigan, but I am sure that similar views are held by most other Great Lakes 
States, particularly those that have suffered from or are threatened by the 
ravages of the sea lamprey. Michigan has always recognized a responsibility in 
this problem. Our department pioneered in research on the sea lamprey and, 
after Congress in recognition of the gravity of the situation directed the Fish 
and Wildlife Service to initiate a research program, we cooperated whole 
heartedly with that agency by supplying information, by constructing and/or 
operating experimental barriers, by furthering the clearance of easements and 
leases for construction sites, and in many other ways. We expect to continue 
that cooperation and to extend it as circumstances permit Although I can 
offer no details, I do know that the other four States on the three upper lakes 
have extended similar cooperation directly and as members of the Great Lakes 
Lake Trout and Sea Lamprey Committee. 

Strongly as we favor State cooperation and much as we plan to increase our 
participation, we believe that the critical situation in the Great Lakes is one 
that calls for Federal action and coordination; that the conservation depar 
ments, many of them overburdened by statutory obligations, are in poor posi 
tion administratively to cope effectively with the problem either on a unilateral] 
or cooperative basis. Furthermore, Lake Michigan alone lies entirely within 
the United States boundaries. On all other of the Great Lakes the problem of 
cooperative action is complicated by the fact that part of the waters are Canadiat 
This international nature of the problem makes it all the more appropriate that 
the Federal Government continue its program without interruption, and I may 
add that the State of Michigan still favors strongly the early establishment of 
a treaty with Canada in the matter of fishery research and sea-lamprey control. 

Finally, I should stress that in urging the continuation of an effective Fish 
and Wildlife Service program on the Great Lakes we do net by any means view 
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ourselves in the role of beggars asking other States to carry our burden. The 
situation, as I have explained, is one in which the most efficient and effective 
approach calls for the Fish and Wildlife Service as the major acting and co- 
ordinating agency. There is good precedent for Federal research and action with 
with respect to fisheries of great interstate concern. In fact, the bulk of Service's 
operations has been concerned with such fisheries. Michigan, ranking eighth 
I believe, in contributions to the Federal Treasury, has contributed to Service 
activities that were of no direct or immediate benefit to our State but were never- 
theless for the good of our country as a whole. Michigan, in pressing for an 
effective program of research and sea-lamprey control on the Great Lakes, asks 
for nothing more than the consideration we feel to be justly due 

We are well aware of your long-continued interest in and activity in behalf 
of the Great Lotes fisheries. It is not the purpose of this letter to convince you 
of the desirability of a program you helped to establish. Rather, I felt that it 
might be of service to vou to have at hand a concise statement of our views and 
facts and figures supporting them. 

We wich to offer full cooperation in this matter. If at any time you feel it 
desirable, we shall be happy to send a representative to Washington to state 
our nosition 

Respectfully submitted. 

GeraAp E. Eppy, Director 


Senator Dworsnak. I believe Congressman Metcalf is next. 
OWER-TRANSMISSION FACILirres 
Power-TRANSMISSION Fact I 


STATEMENT OF HON. LEE METCALF, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MONTANA 


GENERAL STATEMENT 


Mr. Mercatr. Mr. Chairman, I appreciate appearing before this 
committee, and I am especially glad that I am able to follow my two 
distinenished Senators from Montana. I want to say, in order to 
make this statement as brief as possible, that I am in accord with the 
statements made by Senators Mansfield and Murray, and that I go on 
record for the requests for appropriations that they made. That in 
cludes Yellowtail Dam and the Missouri diversion unit about which 
there was some controversy. 

I would like to amplify their statements on the request for the ap- 
propriation for Bonners Ferry-Troy transmission line, the transmis- 
sion line in the area known as the Idaho Panhandle. Mrs. Pfost of 
Idaho has already testified before this committee and has informed 
vou of the situation there. 

Senator Dworsnak. I might say, Congressman, that when the 
Bonneville power officials appeared before our committee 2 or 3 weeks 
ago I developed that project fully as to the need of it, and I think the 
committee has full information on it. 

Representative Metrcatr. That is fine. 

I have this morning received a telegram that I wish to put in the 
record from Mr. A. 8. Trimble, president of the Mountain States 
Power Co. The Mountain States Power Co. is the power company 
that serves that area. It reads: , 

Regarding Bonners Ferry-Troy transmission line, we are not familiar with 
power requirements of cooperatives in this area. Our load Libby now supplied 
by Neils Lumber Co., and prior to receipt of telegram we had started studies 


of probable power requirements and resources for our load plus other loads in 
area supplied by Neils for several years in advance, Preliminary results of these 
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studies indicate capacity now available in existing plants for at least 2 years. 
Neils advise they are seriously considering substantial increase in generation 
capacity. Our present view is that, pending further development of generation 
program and studies, appropriations for line completion could be deferred at 
least 1 year and possibly longer as far as our syste m is concerned. On Columbia 
Falls substation we have jointly studied entire load requirements of Flathead 
Valley with cooperative and find present substation Kalispell will be overloaded 
this coming winter and believe new substation proposed for Columbia Falls neces- 
sary by fall of 1955 to carry load in Flathead County. 

Now, in all justice to the Mountain States Power Co., the Northern 
Lights Rural Electrification Administration which has borrowed a 
half million dollars from the Government to supply these REA’s does 
have inadequ: ite power, and insofar as they are concerned, the Bonners 
Ferry-Troy line is overtaxed. And when I spoke on this matter in 
the House I mentioned that ‘Troy was supplied by the Neils Lumber 
Co. by a steam plant. That was inaccurate. The steam plant is at 
Libby, and there is a small run-of-the-stream hydroelectric dam at 
Troy, but it is operating at its full capacity at the present time. 

I want to urge this committee to restore the Idaho Panhandle 
appropriation of $120,000. I appreciate the opportunity to appeat 
before the committee. I have heard Mr. Rising’s testimony and the 
testimony of the other men from Montana, and I concur in their testi 
mony also. 

Senator Dworsnan. Thank you. 

Representative Mrercatr. Thank you, Mr. Chairman. 

Senator DworsHaAk. Senator Barrett, are you ready to testify ? 


ALuMINUM Exrracrion Facinities 


STATEMENTS OF HON. FRANK A. BARRETT AND HON. LESTER C. 
HUNT, UNITED STATES SENATORS FROM THE STATE OF 


WYOMING 
GENERAL STATEMENT 


Senator Barretr. Mr. Chairman, at the outset let me thank the com- 
mittee for its kindness in hearing us at this time. Senator Hunt and 
myself are appearing here today as a result of an agreement that has 
been made with reference to the Bureau of Mines alumina plant at 
Laramie, Wyo. The situation is this: In the past 2 fiscal years the 
Congress has appropriated $1,350,000 to the Bureau of Mines for the 
operation of a plant at Laramie, Wyo., to crush anorthosite rock, 
and to extract aluminum from that rock. 

The Bureau is asking for $650,000 to conclude their work this year. 
The Monolith Portland Midwest Co. is operating a plant adjoining 
this experimental plant for the purpose of making cement. That 
company is the owner of a pate nt for a process to extract aluminum 
from anorthosite rock. They constructed the experimental plant now 
operated by the Bureau and operated for a time under an agreement 
with the Defense Plants Corporation. 

Now the situation is simply this, that the Monolith Portland Mid- 
west Co. feel that they are better equipped to carry on this operation. 
On the other hand, the Bureau of Mines is interested in the experiment 
in connection with the extraction of alumina from this anorthosite rock 
as well as other clays throughout the country. 
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Both Senator Hunt and myself and Senator Millikin have attempted 
to reconcile the differences between the Bureau of Mines, on the one 
hand, and the Monolith Portland Midwest Co., on the other, so that 
private industry could take hold of this operation and at the same 
time make it possible for the Bureau of Mines to do everything that 
it needs to do on an experimental research basis within the scope of 
that appropriation of $650,000, 


AGREEMEN'T BETWEEN BUREAU OF MINES AND MONOLITH CO. 


The Monolith Portland people will not oppose this request for an 
appropriation for $650,000, nor will Senator Hunt or myself or Sena- 
tor Millikin oppose the request for the $650,000 if the committee will 
see fit to write in the report language which has been agreed upon by 
the Bureau of Mines and the Monolith Portland Midwest people to 
the effect that at the end of this next fiscal year the Bureau of Mines 
will conclude its work and, in the meantime, an opportunity will be 
given to the Monolith Portland people to enter into an agreement with 
the General Services Administration for the purchase or lease of this 
plant so that a cooperative agreement can be concluded at the same 
time between the company and the Bureau of Mines that will permit 
the Bureau to carry on these experiments and get all of the knowledge 
and the information that it wants from the operation, and let Mono 
lith operate the plant for two purposes: one for providing the experi- 
ments, and, two, for the manufacture of cement from the residue. 


LANGUAGE CHANGE 


I have before me the language which has been agreed upon by the 
Bureau of Mines. Mr. Paul Zinner, who is the Chief of the Minerals 
Division of the Bureau of Mines, is on my right here at this time, and 
Mr. H. D. McBride, who represents the Monolith Portland Mid- 
west Co., is present. The effect of this language is that the appro 
priation in the first instance be made so that the Bureau of Mines can 
proceed with all of its research work, and that if and when the Gen 
eral Services Administration enters into an agreement with the Mono- 
lith Portland Midwest Co., that the company will cooperate with the 
Bureau of Mines and let them carry on all of their research and use 
such part of this $650,000 as may be necessary to carry on their experi 
mental and their research work and get all of the information neces 
sary from the Monolith Portland Midwest Co., and to thus achieve all 
of the ob;ectives contemplated, and at the same time permit Monolith 
to go ahead and operate this plant and use it for the dual purpose of ex- 
perimentation with the alumina research and for its cement operations. 

Senator DworsHak. Senator Barrett, has this proposal been dis- 
cussed with the new Assistant Secretary of the Interior, Felix Worm- 

, who has supervision over such affairs? 

Senator Barrevr. Maybe Mr. Zinner could tell me whether he has. 

Senator Dworsnak. Identify yourself for the record, please. 
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CONVEYING PLANT FROM BUREAU OF MINES TO PRIVATE INDUSTRY 


STATEMENT OF PAUL ZINNER, CHIEF, MINERALS DIVISION, 
BUREAU OF MINES, UNITED STATES DEPARTMENT OF THE 
INTERIOR 


LANGUAGI HANG! 


Mr. Zinner. Paul Zinner, Chief, Minerals Division, Bureau of 
Mines. 

The exact language of this agreement has not been discussed with 
Mr. Wormser. As a matter of fact, I think it was just revised a few 
minutes ago: is that correct, Senator ? 

Senator Barrerr. I have not made any changes init. I donot know 
whether Senator Hunt has or not. 

Senator Ht NT. I have made one slight change. 

Mr. Zinner. However, I am sure that the policy here which in the 
end is for the purpose of conveying this plant over to private in 
dustry, is certainly in accord with the Department’s policy, and I 
doubt very much whether Mr. Wormser would have any criticism of 
this agreement. 

Senator DworsHak. You do not know whether he has actually con- 
sidered it yet? 

Mr. Zrnner. I am sure he has not. 

Senator DworsHak. How long has this proposal been before the 
Department ? 

Mr. Zinner. This particular draft I saw this morning. 

Senator Dworsuak. I mean the general proposal. 

Senator Barrerr. Let me say, Mr. Chairman, that Senator Millikin, 
Senator Hunt, and myself had a conference with Mr. Zinner and Mr. 
Tom Miller, who is the Assistant Director of the Bureau of Mines, 
about 10 days ago. And since that time they have been discussing the 
matter and writing the language and agreeing upon the form of the 
language that they were asking this committee to insert in the record 
this year. 

Now, I think that Mr. Miller is well versed on this whole project 
and has had it under his direct supervision for a long time. On the 
other hand, as the chairman knows, Mr. Wormser came into the De- 
partment a very short time ago. I can say this much, that in looking 
over previous hearings on the bill, when the first appropriation was 
made, that the Bureau of Mines indicated at that time that this was the 
ideal arrangement that they wanted to operate under. That is in the 
language of the 1952 appropriation. 

Senator DworsHak. Was this submitted to the House this year d 

Senator Barrerr. No; it was not. And, so far as I know, there was 
no hearing in the House on this particular item at all. 


HOUSE ALLOWANCE 


Senator Hunt. The appropriation was allowed in the House. 

Senator Dworsnwax. Yes; the amount is there. 

Senator Hunr. I might say for the chairman that I think they 
reached the conclusion that everybody has in mind since the experiment 
started out there. We did have a hiatus in there of 5 years. There 
was some dispute about carrying out almost the plan we have here. 
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Now, it is Senator Barrett’s thinking and my thinking, as well 
Senator Millikin’s, that if the committee sees fit to adopt this wording 
in the report that we may present any period between the time that the 

3urean of Mines completed their work and the private industry takes 
over. Not only that but we may create a situation where industry will 
move in and start their work on a production basis while the Burea 
of Mines at the same time winds up their work. Ths } ree 1u of Mine 
regardless, Mr. Chairman, of what they should do or should not do 
expects to get out of this within a year, and by alien this arrange 
ment now we are going to, I think, arrange for a smooth integrating 
of the activity so the work can go right on. Senator Barrett and m\ 
self are very greatly interested in keeping a large industry out there 

Senator Dworsnax. Did they accomplish their original purpose 
pretty well ? 
~ Senator Hunt. I think they have not as yet quite completed all thei 
experiments. I believe thev are right up to the point where they do 
know and say that they will have it completed fully within a year’s 
time. 

Senator Barrett. I would like to add to the statement Senator Hunt 
just made that the Bureau of Mines advised us that probably by the end 
of this calendar year they will have completed the major part of the ir 
work out there. One hundred and eighty people are employed in this 
plant. Unless we get some langnage like this in the report those people 
will be out of employment at the end of the calendar year or there- 
abouts, whenever this operation is concluded. And this will merely 
provide for a transition from the Bureau of Mines operation over to an 
operation by private industry which will give employment to a large 
number of those people, if not all of them. 

Senator DworsnHak. Are there any questions ? 

Senator Haynen. I am very happy to see that some solution has been 
apparently reached. This has been a matter of controversy before this 
committee for a long, long time. And apparently it is one with very 
stubborn people on both sides. If the matter is resolved I think the 
Senators should be complimented on it, that they have gotten the 
parties together and worked out a solution which apparently is satis- 
factory to all parties concerned. 

Senator Barrett. I might say that Mr. H. D. McBride represents 
the Monolith Portland Midwest Co., and he is here, and if it is advis- 
able he could make a short statement. 

Senator Haypen. I think he should. 

Senator DworsHak. Mr. McBride, will you make it very brief? We 
have several Members of the House here and we want. to facilit ate 
matters. Do you have a statement you can insert in the record and 
amplify it verbally ? 


WILLINGNESS TO ENTER CONTRACT 


STATEMENT OF H. D. McBRIDE, MANAGER, OXIDE DIVISION, 
MONOLITH PORTLAND MIDWEST CO., LOS ANGELES, CALIF. 


GENERAL STATEMENT 


Mr. McBrmer. Thank you, sir. I have no statement, and I will take 
as little of your time as possible. 
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I think about the o1 1\ hing remall og yal ; 
Barrett and Hunt have outlined this procedure so very excellent 
to sav that Monolith is wi'ling under all en nstances t| 
udice to any other question of any kind, to enter into suc! 
agreement as this language would contemplate, with ¢ 
and the Bureau of Mines, which we are ready, willing 
form as outlined herein. Anil we know are qualified to take this 
operation over as soon as the transition cal be made. We cle veloped 
the process ancl are the owners of this pa ented process, an 1 des oned 
the plant in the first instance and built it for the Defense 


poration, as you, Senator Hayden, well remember. 

That is about all, I think, sir, that needs to be said. 

Senator Dworsnak. Thank you. 

Senator Hunr. Mr. Chairman, if it is agreeable to my colleague, ] 
would like to ask at this time that the statement now be made a part 
of the record. I want to clear with my colleague to see if he has any 


objection to the insertion I have made in the first paragraph of the 
words “other than the $650,000.” 

Senator Barrett. I have no objection. 

Senator DworsHak. Without objection. it will be inserted. 

(The statement referred to follows:) 


STATEMENT CONCERNING BurREAU or MtINeES’ Buperetr Reevest ror $650,000 To 
CONTINUE RESEARCH ON ALUMINA AT LARAMIE, Wyo. 


The Congress has heretofore appropriated $1,350,000 to the Bureau of Mines 
to conduct research and experiments at the Laramie alumina plant and the 
Bureau is now seeking an additional $650,000 for the completion thereof. The 
Bureau of Mines has agreed that it will complete its program without asking for 
further funds other than the $650,000 and will release the property at the end of 
the fiscal year 1953-54 

From the committee’s hearings and study herein it appears that it is to the best 
interests of the Nation that demonstrated costs, quantities, and qualities of 
alumina to be produced from such plant be obtained at the earliest moment, and 
the committee from such hearings and study is convinced that a qualified, private 
industrial operator is ready, able, willing, and available to make such demon- 
stration at its own cost and to cooperate with the Bureau of Mines to the extent 
the Bureau of Mines does not interfere with such practical demonstration and 
operation. 

It is therefore considerately found to be the sense of the committee that: 

(1) General Services Administration should, as soon as possible, attempt to 
negotiate a cooperative agreement which gives the sole possession, benefit, and 
responsibility to the industrial operator under an appropriate lease or sales 
contract but retains: 

(a) For the fiscal year 1953-54 upon the execution of such lease or sales con- 
tract (and, if needed, for a reasonable period in the following fiscal year until 
Bureau of Mines obtains sufficient information satisfactory to the Government’s 
needs) the right of the Bureau of Mines to observe, without participating, all 
operations ; and examine all reports and records pertinent to such operations. 

(6) For the fiscal year 1953—54 the right of the Bureau of Mines to conduct, if 
it desires and at its expense, further experiments and researeh at some other 
available part of the property separate and apart from the main plant. 

(2) Such cooperative agreement should also provide the Bureau of Mines, at 
its expense, suitable office space for such periods 


Senator DworsHak. Does that complete your statements generally ? 


GOVERNMENT'S INTEREST IN RESEARCH 


Mr. Zinner. I would like to make one brief statement. Mr. Chair- 
man, bearing on the first question asked. The Bureau of Mines, of 
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course, retains no jurisdiction over this plant. It is in the hands of 
General Services Administration, and our sole interest. in this hac 
been to see that the Government’s interest in le: arning what this typ 
of pl int will do on low-grade alumina substances is carried out. We 
are interested in seeing that research continued to a satisfactory com 
plet ion to protect the Government’s imterest in this big investment 
This is the last of four such plants that are available for such research, 
and we find that if this type of agreement was brought to s atisfactor) 
culmination that the national interest would be satisfied and protecte 
and that the pl: wnt will have served its purpose at that time. 

Senator Dworsnak. How long do you think the Federal Gove: 
ment should maintain its interest in this operation ? 

Mr. Zrnner. When we appeared be fore the committee a couple of 
years ago and scheduled this work for a 2-year period we meant that 
our work would be scheduled in such a w avy as Co get the answer tha 
we thought was nee essary in that period of time. Obviously, in any 
research job that arises there are events that interfere with th: at pro 
gr aming, and I say maybe we are several months behind at the moment, 
but in any event we are well within the schedule originally planned 
to complete this thing within the 2-year period. 

Senator Dworsnax. When will that 2-year pone end? 

Mr. Zinner. That would be at the end of fiseal 1954, although the 
original schedule called for some time aie’ or about in the middle 
of that fiscal year. I might point out that $650,000 would not operate 
that plant on a continuous basis for research for a full year’s period. 
It would never, and was never intended that it be operated that w: y. 

Senator Dworsnak. What did they have this current fiscal year 

Mr. Zinner. $1 million, of which, I suspect that probably $160,000 


will not be spent. I think that probably will be returned at the end 
of this year. 


SUGGESTED LANGUAGE CHANGE 


Senator Barrerr. Mr. Zinner also asked that-the words “upon the 
execution of such lease or sales contract” be inserted in the language 
after the figures 1953-54 under section (a) of the agreement, and 
I have put that in, and also inserted Senator Hunt’s request up above, 
and we will leave that with you. 

Senator DworsuaK. Very well. 

Senator Barrerr. Thank you very much, Mr. Chairman. 

Senator Dworsnak. We will next hear from Congressman Condon. 


Sotano Progecr, CALIFORNIA 


STATEMENT OF HON. ROBERT L. CONDON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


GENERAL STATEMENT 


Representative emnee. Mr. Chairman and members of the com- 
mittee, I am here briefly to say a word about the Solano project which 
was authorized last year. The local witnesses appeared before the 
committee on Wednesday of this week, but I was not in town. I re- 
turned last night. This project is, of course, of tremendous importance 
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nmy district. It is one of the 10 new starts authorized last year, and 
3 million was appropriated at that time. However, a condition was 
m posed upon USINg any of this mone \ ior construction purposes ult 
uc +h time as the appropriate committees ietensutalad whether or not 
(his project should be integrated within the Central Valley. 

A subcommittee of this committee and of the Senate Interior Com 
mittee went to Sacramento and held hearings last November and have 
issued their report indics ating that it shoula not be made part of the 
Central Valley. Asa matter of fact, I have heard of no one who wants 
it to be made part of the Central Valley. 


HOUSE REPORT 


In the House Interior Committee recently they concluded rather 
lengthy hearings and they have issued their report reaching the same 
conclusion as the Senate Joint Committee has reached. The result is 
that the Secretary of the Interior has now authorized that the project 
go forward and contracts be let and construction started. ‘The sum 
still available is approxim: itely $2.500,000 because they spent some of 
the money on preliminary surveys. In order to have orderly and 
economical construction it is m y opinion that a further authorization 
of funds should be made and I respectfully request this body to make 
an additional appropriation so that construction can flow forward 
an orderly fashion. 

Senator DworsHak. They have not set that up in a supplemental 
budget ? 

Represent: itive Connon. They have not yet. I wanted to appear 
this morning to ask, if possible, favorable consideration of a supple- 
mental request to add to the $2,509,000 so that we can have full con 
struction during the next fiscal year. 

The only other thing I would like to add, because this is the first 
hearing we have had on this particular project, is that I do have a 
letter dated today from the National Reclamation Association ad- 
dressed to me, in which it reads as follows: 


DEAR CONGRESSMAN CONDON: The president of our National Reclamation As- 
sociation, C. Petrus Peterson, appeared before the Senate Subcommittee on 
Interior Appropriations a few days ago. At that time he submitted a list of 
projects which had not been approved by the Bureau of the Budget but which 
are planned, surveyed, and ready to go, and therefore approved by our associa- 
tion. The Solano project was not included in that list solely for the reason that 
it was among the 10 new starts for which funds were appropriated a year ago. 

We overlooked the fact that the Solano project had been dropped from the 
House bill this year. However. we did approve the Solano project a year ago. 
For the reason it had the official endorsement of the State of California, we do 
therefore approve it aguin this year and urge that funds be appropriated for the 
continuation of the work on that project. 

Sincerely, 
WILLIAM FE. WELSH, 
Secretary-M anager. 

I might say this is a project very close to Senator Knowland, who 
has been very energetic in trying to bring it into fruition, and of 
course the Governor of the State of California and the State water 
engineer and State officials are wholeheartedly on record, and we 
would like if we can to see the construction start this yeer. 
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TOTAL COST 


Senator Dworsnax. What is the total cost ? 

Representative Connon. It is going to be approximately $47 million 

Senator Dworsuak. Is that multiple purpose ¢ 

Representative Connon. No, sir; just water. There is no powe1 
involved at all. Of course, there is some flood control. 

Senator Dworsnak. It is for irrigation ? 

Representative Connon. It is an irrigation project. 

Senator Dworsuak. And almost entirely reimbursable? 

Representative Connon, Entirely reimbursable except for, T thin! 
there is about $1,500,000 allocated to flood control. which will not. bi 
reimbursable. 

Senator Haypren. TI remember last vear the chairman of this subcom 
mittee had offered an amendment for some new starts of which this 
was one, I want to Say that I am very happy to see this solutio 
has been worked out. 

Representative Connon. I have completed my statement, if ther 
are no further questions. 

Senator Dworswak. Are there any questions ? 

Senator Haypen. No. 

Representative Connon. Thank you, Mr. Chairman and members of 
the committee. 

Senator Corpon, We will next hear from Mr. Rising. 


WATER CONSERVATION BOARD OF MONTANA 
STATEMENT OF E. W. RISING, REPRESENTATIVE 
PREPARED STATEMENT 


Mr. Ristne. Mr. Chairman, in view of the statements made by Sen- 
ators Mansfield and Murray and Congressman Metcalf, I believe that 
I can ask you to insert in the record without reading the first 4 pages 
of my statement, but before that I should ask you to insert in the 
record the statement of Congressman D’Ewart, who is out of the city. 

Senator Corvon. Why the first 4 pages? Is that your statement? 

Mr. Ristne. Yes. The first 4 pages could be inserted without read- 
Ing because it has been largely covered, 

Senator Corvon. What about pages 5 on? 

Mr. Ristne. I want to make some comments. 

Senator Corpnon. Well, we will insert the whole statement in the 
record, and you can highlight the whole thing. 

Senator Haypen. You wanted Congressman D’Ewart’s statement 
to appear before your remarks? 

Mr. Ristne. I would like to have Congressman D’Ewart’s statement 
inthe record. He is not able to come. 

Senator Corvon. Without objection, they will appear in the record. 

(The statements referred to follow :) 





INTERIOR DEPARTMENT APPROPRIATIONS, 1954 1663 
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STATEMENT OF Hon. WESLEY A. D'Pwarrt, Seconp District, MONTANA, INTERIOR 


SUBCOMMITTEE, SENATE APPROPRIATIONS COMMITTEE 


Gentlemen, I regret I am not able to appear before the committee in person 
with my friends from Montana who are here to testify on the appropriations for 
the Bureau of Reclamation in our State. I have asked Mr. Ek. W. Rising, repre 
sentative of the Montana State Water Conservation Board, to present my state 
ment to you. 

We have a pressing problem with regard to the proposed Yellowtai! Dam, the 
central feature of the Hardin unit of the Missouri River Basin projec:. Yellow 
tail Dam was authorized by the Congress along witk other principa) features of 
the Missouri development program, and over the years the Congress has made 
available the sums required for planning and preconstruction Work, so that 


the dam is ready for construction at any time 
Yellowtail Dam is located on the Crow Indian Reservation, aad there are 
two provisions of law that make it impossible t forward with this project 


until we have the consent of the Crow Tribe n fairne al “juity such con 
sent should be a prerequisite to the work As a practical m r all of us | 
had experience with the construction of a dam on an ian reservation befo 
any settlement was made with the tribe, and knowing the difficuities that 

we should strive to reach such settlement in advance in every case 

In the course of negotiations between the Indian Bureau and the 
Reclamation, and after investigation by several competent engineers, ! 
$1,500,000 was agreed upon as a fair and proper compensation to the Crow Tribe 
for the use of their land in the construction of this project. To date the tribe 
has not accepted the offer, and the matter has not been pressed recently. I would 
like to urge this committee, in its report, to direct the Secretary of the Interior 
to pursue with diligence the settlement with the Crow Tribe. If the committee 
considers it is possible, I would like to suggest that the Secretary be authorized 
to use not to exceed $1,500,000 from any unobligated funds available to make 
a settlement when the tribe agrees. In my opinion it is very important that 
these preliminaries be settled promptly so that nothing will delay actual construc- 
tion of Yellowtail Dam when appropriations are availabl 

It is especially important that language be incorporated in the report requiring 
the Secretary of the Interior to pursue diligently the negotiations for a settle 
ment with the Crow Tribe 

The bill passed by the House contains funds for a number of other important 
projects in Montana, the largest of which are Hungry Horse, Canyon Ferry, and 
the lower Marias. The first two are nearing completion and need relatively 
small sums. The lower Marias is progressing very satisfactorily and should have 
adequate funds to continue at the present rate of construction. 

You will hear a controversy regarding the Montana sectic of the Missouri- 
Souris project, which is known as the Missouri diversion unit. The Bureau of 
Reclamation is responsible for this contlict by reason of the fact that it failed 
to take the local people into its confidence during the planning of the project, 
and endeavored to promote a grandiose scheme including a large powerplant 
where a smaller and more simple plan would do the job. The House committee 
has endeavored to solve the problem with a restriction that would require irriga- 
tion of a limited acreage by low-lift pumping plants. Others believe that a 
diversion dam is essential. I am certain that a sound and feasible project for 
the irrigation of many thousand acres can be worked out in this area, and is 
needed in this area, and that it can be done without including the lands of the 
dryland farmers who object to the project. 


STATEMENT OF BE. W. RISING 


Mr. Chairman, my name is E. W. Rising. I am appearing today to present the 
views of the State Water Conservation Board of Montana, of which our Governor 
is the chairman, regarding appropriations needed to expedite construction by 
the Bureau of Reclamation of authorized proje cts in Montana. 
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The board believes that all items included in the 1953 budget ar 


also that an appropriation of $1,500,000 should be made for purchasi 
ay for the Yellowtail unit of the M-ssouri River Basin project 
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Mr. Chairman, we have placed on the table a map prepared by the Bureau of 
the Census indicating the distribution of 1,808,576 acres of irrigated land in 
Montana. The large dots indicate tracts of 5,000 acres, while each small dot 
indicates approximate locations of 500 acres of irrigated land. You will ob 
serve that the irrigated lands are not evenly distributed over the State. A few 
sections, where irrigation could tbe provided from natural flow of streams, have 
a substantial acreage, however, there are huge areas of Montana in which there 
is little or no irrigation. The large areas of arid land are principally used for 
grazing, growing of wheat and a limited variety of crops through dry farming and 
summer fallow methods. ‘The success of dry land farming in Montana depends 
to a very high degree on annual rainfall, which is insufficient for an average year 
to profitably produce the kinds and quantity of crops needed in Montana. 

Additional acreages of irrigated land are needed for the purpose of supplying 
food for the people engaged in mining, industry, dry farming and for growing al- 
falia and other feed for wintering the large herds of livestock that are carried 
through the summer on the ranges of Montana. 

he State of Montana and the Bureau of Keclamation has developed programs 
for a number of new irrigation projects, and for supplying approximately half of 
Montana's presently irrigated lands with needed supplemental supplies of water 
for irrigation. 

Mr. Chairman, if you will now return to page 1 of my statement, I would like 
to call your attention to the table in which we list 10 Montana projects, 9 of 
which received appropriations for construction, as shown in column 6, for the 
fiscal year 1953, totaling $23,372,000, 

In column 2, we show the requests in the January budget for fiscal year 1954 
for six of these projects, totaling $15,377,000, and our request for $1,500,000 to 
purchase right-of-way from the Crow Indians, making a total of $16,877,000 for 
the fiscal year 1954. 

In the third column, we show the items approved by the House totaling 
$10,653,000. We are going to ask this committee to add to the House appropria 
tion, $1 million for the lower Marias unit and $1,500,000 for the Yellowtail unit 
making the total appropriation for fiscal year 1954 $13,153,000. 

Projects 1 and 2.—Proceeding with the discussion of the 10 units listed in the 
Montana program, may I first point out on the map the location of the Buffalo 
Rapids, divisions 1 and 2, near Miles City, Mont., under which approximately 
20,000 acres of land are now being irrigated regularly, thus aiding materially 
in stabilising the economy of an area of several million acres that in the thirties 
was Seriously damaged by the shortage of moisture and devastating duststorms 
No appropriation request is made for fiscal vear 1954 

Project § I new point to the location of the Sun River Bureau of Reclama- 
tion project, under which more than 100,000 acres of land are now being irrigated 
This is one of our fine irrigation projects, producing a diversity of farm crops. 
This project, as well as Buffalo Rapids 1 and 2 will not need appropriations for 
the fiscal year 1954, but on the contrary, will return substantial repayments to the 
Federal Treasury. 
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Project 4.—The Hungry Horse project, located in northwestern Montana on 
the south fork of the Flathead River, is designed to develop 285,000 kilowatts 
of power at the site and so regulate water releases from Hungry Horse Reser- 
voir that an additional 500,000 kilowatts of power will be generated at existing 
downstream powerplants. 

All funds have been provided for completion of the project, except the $675,000 
requested at this time, for installation of the two remaining 71,250-kilowatt gen- 
erating units scheduled to go in service in August and November 1953 

The State Water Conservation Board is particularly interested in the com- 
pletion of the Hungry Horse project, in order that power may be available for 
pumping water to provide irrigation 1 or 2 months each year on dry farmlands 
in an area comprising 4 or 5 million acres where there is now less than 2,000 acres 
of irrigated land. 

Project 5.—-Fort Peck dam and powerplant is locate] on the M'ssouri River 
in northeast Montana, approximately 115 miles west of the Montana-North 
Dakota line. This project will ultimately provide 165,000 kilowatts of firm 
power. The existing installation is 85,000 kilowatts, with an additional 80,000 
kilowatts now being planned. 

The appropriation request of $350,000 is principally for the purpose of com- 
pleting additions to the Circle, Dawson County, and O'Fallon Creek substation 
in Montana, and the Willison substation in North Dakota, also for providing 
a tapline to the Glendive-Montana pumping plant. The additions are all required 
to serve increased powerloads. 

The State water-conservation board’s interest is in having additional power 
available for irrigation pumping near these substations and Glendive pumping 
plant. 

Unit 6—The construction of the Canyon Ferry multiple-purpose unit was 
requested several years ago by the State Water Conservation Board of Montana 
It consists of a dam and reservoir located about 15 airline-miles northeast of 
Helena, Mont.. on the Missouri River at a point 55 miles downstream from 
Three Forks, Mont., and a 50,000-kilowatt powerplant 

Canyon Ferry Reservoir will provide storage capacity of 2,043,000 acre-feet 
for control of the floodwaters of the Missouri River rhe water impounded 
in the reservoir will be used for exchanges with downstream owners of water 
now needed above Canyon Ferry for irrigation. These exchanges will ulti- 
mately make possible the development of 310,700 acres of new land and 
furnishing of a supplementary supply of water to 196,300 acres of presently 
irrigated land. 

All funds for the Canyon Ferry unit have been provided, except the item 
of $957,000 required during the fiscal year 1954, and an item of $138,000 that 
will be requested next year 

Unit 7.—The Three Forks-Crow Creek unit is located on the bench immediate 
southwest of the town of Tostan, about 20 miles north of Three Forks, Mont. It 
will provide irrigation water for 5,020 acres of new land 

During the hearings on the Interior appropriations bill for the fiscal y« 
1949, the people of Broadwater County, objected to the inundation of apy 
mately 5,000 acres of irrigated land in Canyon Ferry Reservoir, unless pro. 
was made to provide irrigation for approximately an equal amount 
land in the immediate area. The following’provision was, therefore, 
in the appropriation bill for fiscal year 1949: 


“Provided further, That no part of this appropriation shall be available or 
used to maintain or operate Canyon Ferry Reservoir at a higher maximum 
normal pool elevation than 3,766 feet, unless and until new land equal in 
acrenge to the irrigated land to be inundated in Canyon Ferry Reservoir above 
elevation of 3,766 feet, be provided with facilities for irrigation: or 
in connection with the construction and installation of the power fa 
or transmission facilities for delivering power from the Canyon Ferry pri 
Montana.” (See House hearings, p. 1367, on H. R. 6705, June 1948.) 


for or 


The total cost of the Crow Creek unit is estimated at $1,711,523. Appropri 
and allotment of funds to date amount to $986,523. 

The amount of $673,000 is required for the fiscal year 1954 to complete the 
project to status where irrigation water can be delivered to the new land in 
the spring of 1954. Completion of the unit will permit maximum use of Canyon 
Ferry Reservoir and the production of the full 50,000 kilowatts of power. 

Additional funds needed to complete after 1954, $52,000. 
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Unit 8—-The lower Marias unit will provide irrigation for 127,000 acres 
exceptionally good arable land in north-central Montana. The landowners 
have organized an irrigation district and are urging the earliest possible com 
pletion of Tiber Dam and the necessary canals to deliver water for irrigatio 

Hon. C. B. Elwell, judge, 12th judicial district of Montana, appeared at tl 
hearings held by the Interior Subcommittee of the House Appropriation Cor 
mittee, as the representative of the Marias Irrigation District and requeste: 
that the full amount of $7,461,000 appearing in the January and April budge 
he provided for expediting construction of this unit 

Tiber Dam is now under construction with progress considerably in advance 
of schedule. It is estimated that construction completed at the end of this fiscal 
year will be about $1 million in excess of amount appropriated to date. This 
fact was called to the attention of the House subcommittee by Congressmarz 
D’ Ewart with the sugvestion that a transfer of $1,500,000 be made from othe 
accounts for credit of the Marias unit. (See House hearings, pp. 624, 627, and 
628). If the suggested transfer is not made then the amount approved by the 
House should increased to at least $7 million in order to pay the contractor for 
work done and enable the Bureau of Reclamation to carry through a reasonabl 
program for 1954. Two pictures showing work in progress on Tiber Dam and 
Government housing will be of interest to the committee. 

Item 9.—The House Appropriations Committee in its report on the Missouri 
diversion unit, Missouri-Souris division, Missouri Basn project, recommended 
that the plan to build a diversion dam and 18,000-kilowatt powerplant be aban 
doned and water for the irrigation of 100,000 acres in northeast Montana !x 
provided by one or more pumping plants. Experience in operation of private 
pumping plants in the stretch of the Missouri River between Fort Peck and Wolf 
Point have not been satisfactory. We have no objection to prohibiting use of 
funds appropriated for being used for the construction of a powerplant. We do 
however, believe that taking into consideration first cost and operating and main- 
tenance cost, also that thousands of acres of additional land will eventually be 
irrigated, that the diversion dam should be constructed We, therefore, recom 
men that the language in the last sentence on page 17 of the House report be 
amended by deletion of the words “the diversion dam or,’ and “proposed in 
connection with it.” so that the sentence will then read: “None of the funds 
herein provided are to be expended for construction of the Little Porcupine 
powerplant.” 

Mr. Chairman, may I now introduce witnesses from the area for purpose of 
presenting statements requesting funds for continuing construction of the diver 
sion unit. 

Unit 10.—Mr. Chairman, we ask your favorable consideration of our request for 
an apnropriation of $1,500,000 to purchase right-of-way for the Yellowtail Dam 
and Reservoir. May we insert in the record, without reading, five paragraphs 
of information justifying this request, prepared by the Bureau of Reclamation 
as follows: 

“The Yellowtail Dam will be located at the mouth of the Bighorn Canyon, 
15 miles southwest of Hardin, Bighorn County, Mont. Yellowtail Dam will 
provide a reservoir with a capacity of 1,875,000 acre-feet. The dam will regulate 
runoff for irrigation, flood control, power generation, and other uses. All water 
releases except spillway discharges will be made through the powerplant, at 
the toe of the dam, which will have an installed capacity of 200,000 kilowatts. 

“The Yellowtail unit is a multiple-purpose development principally for irriga 
tion, flood control, and electric power. Early completion is important for all 
of these purposes. The current situation with respect to certain strategic 
minerals, of which supplies are located within range of Yellowtail power, and 
for which its power is a prerequisite, adds particular urgency to the development 
now. 

“Chrome is a prime example. The only significant deposits of chrome in the 
United States are near the plant. Low-cost power is essential to an economic 
development of the resource. Chrome is now in short supply; and should 
foreign sources be endangered or cut off, essential military and civilan produc- 
tion would be endangered unless plants for processing Montana ore are operat- 
ing. Tungsten, nickel, and molybdenum are also found in the Yellowtail area 
Their development, made feasible by low-cost power, would add significantly to 
the strength of the Nation’s metal economy. 

“Montana also needs more irrigated land. It cannot provide itself with 
sufficient hay and alfalfa to carry its livestock, nor has it means to provide 
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adequate dairy products or vegetables without irrigation A severe winter 
reduces its livestock numbers or requires the importation of food. A protracted 
drought period completely wipes out all agriculture in the area of drought. 

“Because the Yellowtail unit will provide not only river control but low-cost 
hydreelectric pumping power, it is virtually indispensable to development of the 
14,000-acre Hardin unit located along the Bighorn River, as well as numerous 
proposed pumping units along the Yellowstone, Tongue, and Powder Rivers com 
prising an irrigable area of approximately 150,000 acres.” 

Mr. Chairman, three witnesses uppeared at the hearings held on April 2, 1953, 
before Interior Subcommittee of the Committee on Appropriations of the House 
in support of a request for an appropriation to purchase right-of-\way from the 
Crow Indians. (See pp. 673 to 680 of the House hearings. ) 

One of these statements was by Mr. Merrill E phoup, president of the Holly 
Sugar Co., owners of a $7% million sugar-heet processing plant at Hardin, Mont 
This plant is not now operating profitably, because of insufficient acreage of 
irrigated land in the area to permit farmers to grow a large tonnage of sugar 
beets under rotation methods. 

Mr. Shoup pointed out that Montana needs a sugar industry—beets encourage 
a desirable system of farming and the feeding of livestock on the farm. Sugar 
factories offer an important factor in the economy of an area, providing employ 
ment to persons engaged in farming when seasonable operations have been 
finished. 

The second witness was Mr. Bert W. Kronmiller, attorney, of Hardin, Mont., 
who stated that the prompt construction of the Yellowtail unit would be of great 
benefit to Indian landowners, particularly fractional ownerships, as the increased 
value of land that can be placed under irrigation would permit sale of titles to 
these fractional ownerships. Mr. Kronmiller also called attention to the reeord 
of 10-year drought cycles which prevail in southeastern Montana. 

The third witness was Mr. Herb L. Buck, secretary of the Commercial Club of 
Billings, Mont., who filed a statement prepared by Mr. George Lackman, presi- 
dent, of the Montana State Association of Electric Cooperatives, showing that 
these organizations require 106,680 kilowatts of additional power by 1957. Mr 
Buck, not having the opportunity to testify before this committee, prepared a 
statement which, Mr. Chairman, I would like to have placed in the record, as 
further justification for the appropriation of $1,500,000 for purchase of the right 
of-way for the Yellowtail Dam and Reservoir. 

Mr. Chairman, on behalf of the State water conservation board, the northeast 
Montana water development project, and sponsors of the lower Marias diversion 
dam unit and the Hardin-Yellowtail unit, I thank you for the privilege of pre- 
senting our views and program for development of projects in Montana 


CANYON FERRY RESERVOIR WATER HEIGHT LIMITATION 


Mr..Ristnc. Beginning on page 5, Mr. Chairman, after my com 
ment on unit 7, in view of the matter brought up by Senator Mansfield 
as to a hearing regarding the height of water in Canyon Ferry 
Reservoir, I call attention to the quotation at paragraph 3 of my com- 
ment on unit 7, which is from the House hearings on the appropria- 
tion bill for 1949. At that time the Senator from Broadwater County 
appeared before the House committee and asked that the height of 
the water in Canyon Ferry Reservoir be limited. An agreement was 
reached at that time to build the dam to the full height but not to fill 
the reservoir to its full capacity until about 5,000 acres of additional or 
new land had been provided with irrigation facilities. The item in 
the budget this year of $673,000 under item 7 is for the purpose of com- 
pleting a pumping plant which will provide irrigation for that 5,000 
acres of land. 

We have no objection to the hearing as requested by the gentleman 
who sent the telegram to Senator Mansfield, but I thought the com- 
mittee should have this explanation. 
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HOUSE REDUCTION 











As to unit 8 in my statement, we have this comment to make, whi: 
is outlined in the statement : That the contractor is considerably ahead 
of schedule, and the amount requested in the January budget for tha 
project was $7,461,000, and the House has cut that item to $6 million 
Something like a million dollars of the mone y to be appropriated th 
year will be required to pay for the work that is going to be done i 
this fiscal year. Originally it was suggested that a transfer be mad 
out of unobligated funds in this fiseal year to pay for the work that 
will be completed up to the end of this fiscal year, but some objectio1 
has been raised to that, so we respectfully request this committee to 
consider increasing the amount for the lower Marias unit as approved 
by the House from $6 million to $7 million, which will still be $461,000 
less than the amount in the January budget. 

It is my understanding that the April budget also contains the full 
amount of $7,461,000, so the amount that we are now asking for 
would be less than the items in both budgets. We do not believe that 
the $6 million will be sufficient to carry the construction program for 
that project through the fiscal year 1954 and pay the contractor foi 
the work that he is going to complete in 1953. 

Senator Corvon. Do I understand that the contractor is going 
ahead and expending his funds in an amount beyond the appropriated 
money ¢ 


TRANSFER OF UNOBLIGATED FUNDS 


Mr. Ristne. I think that is correct, Mr. Chairman. The contractor 
came down here and personally called on Chairman Jensen of th 
House Appropriations Committee, and he also called on officials of 
the Bureau of Reclamation, and there was, as I have stated, a discus 
sion of making a transfer of something around a million dollars out of 
unobligated funds. And, of course, this is May, and this contractor 
still would have 6 weéks to go until the end of the fiscal year. If it 
goes on at its present rate of construction he will be ahead of his con 
tract, and it is my understanding that there would not be sufficient 
funds within about a million dollars to pay for the work he will have 
accomplished to June 30. 


HOUSE RECOMMENDATION 


Now, Mr. Chairman, beginning at item 9, I will read. The House 
Appropriations Committee, in its report on the Missouri diversion 
unit, Missouri-Souris division, Missouri Basin project, recommended 
that the plan to build a diversion dam and 18,000-kilowatt powerplant 
be abandoned, and water for the irrigation of 100,000 acres in north- 

sast Montana be provided by one or more pumping plants. Experi- 
ence in operation of private pumping plants in the stretch of the 
Missouri River between Fort Peck and Wolf Point have not been 
satisfactory. We have no objection to prohibiting use of funds apr 
priated for being used for the construction of a powerplant. We do, 
however, believe that, taking into consideration first cost and operat- 
ing and maintenance costs, also, that thousands of acres of additional 
land will eventually be irrigated, that the diversion dam should be 
constructed. 






























INTERIOR DEPARTMENT APPROPRIATIONS, 1954 1669 


Senator Corpon. May I interrupt you? 

Mr. Ristna. Yes, sir. 

Senator Corpon. You say 

Experience in operation of private pumping plants in the stretch of the 
Missouri River between Fort Peck and Wolf Point have not been satisfactory 

Do you want the committee to infer from that that you are of the 
opinion that no pumping plant could be constructed in there that 
would be satisfactory ? 

Mr. Ristne. We are rather of that opinion. 

Senator Corpon. ‘The recommendation is for the Secretary to give 
consideration to. What is the difficulty ¢ 

Mr. Ristne. The difficulty is that there are large flucutations in the 
amount of water released 20 miles above from Fort Peck Reservoi 
and this causes very heavy erosion of the banks. There are 3 
witnesses here, Mr. Chairman, from the area, and as soon as I have 
completed this paragraph of my statement 1 would like to have you 
hear those 3 witnesses. I think they are in a better position to 
answer your questions on the diversion dam than I am. They have 
had this trouble of keeping their pumping plants protected, and they 
will go into that matter quite fully with you. 

Senator Corpon. This is the—— 

Mr. Rising. Missouri diversion unit of the Missouri-Souris project. 

Senator Corpon. That is the one we had some testimony on 
yesterday. 

Mr. Ristne. We are going into all of that with these witnesses to 
follow me in just a moment. 


SLGGESTED LANGUAGE CLIIANGI 


We, therefore, recommend if Congress desires to place restrictions 
against power development, that the language in the last sentence on 
page 17 of the House report be amended by the deletion of . 1e words 
“the diversion dam or” and “proposed in connection with it”, so that 
the sentence will then read: 

None of the funds herein provided are to be expended for construction of 
the Little Porcupine power plant. 

Mr. Chairman, before going into questions, as I said a minute ago, 
may I now introduce the three witnesses from the particular area who 
will make a separate statement on this particular unit ? 

Senator Corpon. Very well, Mr. Rising. 

Mr. Ristne. Will you three gentlemen please come up and take 
seats ¢ 

Senator Corpon. May I ask you, please, to advise the eel as 
to your official connection in the matter? You say you appear to pre 
sent the views of the State Conservation Board of Montana. 

Mr. Ristne. That is correct. 

Senator Corpon. Are you a member of the Board or employed by 
the Board ? 

Mr. Ristne. Tam employed by the Board as their representative. 

Mr. Ristne. This is a map of the project. The three gentlemen are 
Mr. Otto Christinson, of Glasgow, Mr. A. V. Appelgren, of Wolf 
Point, and Mr. Joe Frerich, of Poplar, all within the area of this 
particular unit, Mr. Chairman. 
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Senator Corpon. Where dothey live with respect to this map ¢ 
Mr. Ristne. Mr. Christinson lives at Glasgow at the upper end. 

Mr. Appelgren lives about the center of the area at Wolf Point. M) 
Frerich lives in the eastern section of this area 

Senator Corpon. Nobody lives in this area here east of Brockton ? 

Mr. Ristne That is correct. 

We have one joint statement, Mr. Chaiwman. In order to conservs 
your time, instead of having separate statements these witnesses have 
prepared one statement and all three witnesses will take part in pri 
senting that statement and in answering the questions. 


MONTANA WATER CONSERVATION 


STATEMENTS OF OTTO M. CHRISTINSON, GLASGOW, MONT.; A. V. 
APPLEGREN, WOLF POINT, MONT.; AND JOE FRERICH, POPLAR, 
MONT. 








GENERAL STATEMEN'I 

Mr. Curistrnson. The group appearing before your committee at 
this time is composed of the President and two additional repre 
sentatives of the Northeast Montana Water Development Associ 
ation. This association was organized to promote conservation and 
beneficial use of the waters of the upper Missouri River, and to co 
operate in this endeavor with the Bureau of Reclamation, Indian 
Service, and the State Conservation Board of Montana. 


BACKGROUND 



















Our names and qualifications are as follows: 
Otto M. Christinson, of Glasgow, Mont., a city of 5,000 inhabitants, 
located 15 miles northwest of Fort Peck Dam, where he has resided 
for 44 years. During this period, he has been engaged in farming 
both irrigated and non- irrigated lands. He homesteaded part of his 
presently irrigated land in 1908. Mr. Christinson is also engaged in 
the insurance and real estate business, and is President of the North- 
east Montana Water Development Association. 

A. V. Appelgren lives at Wolf Point, Mont., a town of 4,000 in 
habitants, 50 miles east of Glasgow, where he has made his home 
throughout his working life. He has been a dryland farmer for 30 
years and irrigation farmer for 22 years, and is also engaged in the 
banking business. 

Senator Corpon. Does he own the banking business. 

Mr. ApretGren. A very small part, sir. 

Mr. Curistinson. Joe Frerich, of Poplar, Mont., a town of 2,000 
inhabitants 22 miles east of Wolf Point, where he has lived almost 
continuously since 19138. Mr. Frerich has been actively engaged in 
farming since 1921, and also is in the farm implement business at 
] oplar, Mont. 

Senator Corpvon. May I interrupt you for a moment and ask you 
as to the amount of land which you own and which would be included 
within this irrigation project? 

Mr. Curistinson. Mr. Chairman, I have no land at.ali in the area. 
Part of the project is in my county. 
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Senator Corvon. And Mr. Appelgren ? 

Mr. ApretcrReN. I have about 600 or 700 acres that are in the 
project. 

Senator Corpor. You mean will be irrigated by the project ? 

Mr. ApreLGREN. Most of it can be; yes, sir. 

Senator Corpon. How much will be? 

Mr. ApretGreN. I would say 350 acres should be. 

Senator Corpon. And Mr. Frerich ? 

Mr. FRERICH. I have never fieured out the exact acreage 
think I have about 1,500 acres. 

Senator Corpon. That would be irrigated ? 

Mr. Frericu. That is right. 

Senator Corpon. Go ahead. 


SUPPORT OF HOUSE APPROPRIATION 


Mr. Curistinson. The following is our joint statement in sup 
port of the appropriation of $2 million, as approved by the House 
for continuing the construction of the division unit of the Missouri- 
Souris division of the Missouri River Basin project. An appropria 
tion of $2 million was made a year ago to initiate construction of this 
unit. 

Senator Corpon. Now, I have a question there please. What has 
been done with the $2 million ? 

Mr. Ristnc. Mr. Chairman, only part of that money has been ex- 
pended, 

Senator Corvon. What part has been expended? Do you know how 
much ¢ 

Mr. Ristne. I do not know the exact amount. 

Senator Corpvon. Well, can you make a rough estimate ? 

Mr. Ristne. I would think it is about a million dollars. 

Mr. CHRISTINSON. $1,200,000 has been spent or committed. 

Senator Corpon. I am asking how much has been spent now. 

Mr. Rising. 1 would estimate around a million dollars, 

Senator Corvon. Your estimate differs drastically. He says $1,200,- 
000 has been spent or is committed, and money committed is not spent 
necessarily. So let us divide it. 

Mr. Curistrnson. The principal amount of that figure, Mr. Chair- 
man, is in commitments. 

Senator Corvon. And it is committed for what purpose? 

Mr. Curistrnson. I believe for the purchase of turbines for one 
thing, if I have it correctly. 

Senator Corpon. That would be for the powerplant ? 

Mr. Curistinson. Yes. 

Senator Corpon. I believe you said you had no objection to the 
elimination of the powerplant ! 

Mr. Curistinson. That is right. 

Senator Corpon. What else ¢ 


CONSTRUCTION PROGRESS 


Mr. Ristne. There has been considerable right-of-way purchased 
for the reservoir or pool above the dam and the reservoir has been 
cleared. The plans for the dam have been completed. 
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Mr. Curistinson. The excavation for the foundation of the dam ha 
been completed. 

Senator Corvon. Out of the $2 million? 

Mr. Curistinson. Yes. 

Senator Corpon. You could not have had much money left for th: 
turbines, could you? 

Mr. Curistrnson. Apparently the clearing was not an elaborete and 
expensive job because I think there was less than $100,000 spent for 
clearing the actual site and excavating for the base of the dam. 

Senator Corpon. About $100,000 for clearing? Have you started 
the excavation ? 

Mr. Crristinson. That has already been completed, the excavatior 
for the base. 

Senator Corpvon. How much does that cost? 

Mr. Curistrnson. That is approximately $100,000. 

Senator Corpon. What is the $100,000, for clearing? 

Mr. Curistrnson. That includes the clearing. 

Senator Corvon. The balance of the money, as you understand it, i 
committed for the electrical generation facilities ? 

Mr. Curistinson. Yes, and I think primarily for turbines. 

Senator Corvon. What are the turbines for ? 

Mr. Curistinson. They are part of the electrical generating system. 

Senator Corpon. All right, go ahead. 

Mr. Curistrnson. The Missouri: diversion unit of the Missouri 
River Basin project was authorized for ry eye on in 1944, follow- 
ing by some 5 years the completion of » Fort Peck Dam and 
Reservoir. 


FORT PECK DAM 


Fort Peck Dam was constructed during the disastrous drought and 
depression period of the 1930's in a well-considered effort and a step 
toward counteracting these economic conditions. However, the first 
beneficial to use ontside of providing labor temporarily, was improved 
navigation down the river and flood control. Neither of the uses 
mentioned or of direct value to the area below Fort Peck Dam or the 
State of Montana. 

Senator Cornon. That means that no portion of the water confined 
by the Fort Peck Dam has been used in the area for irrigation ? 

Mr. Curistinson. That is correct. 

It in no way makes amends or provides compensation for the flood- 
ing of 186 miles of Missouri River Valley lands comp rising 245,000 
acres above Fort Peck which previously supported a thriving cattle, 
sheep, and alfalfa producing economy. In fact, the completion of the 
Fort Peck proje ct destroyed one of the best agr icultural, stock-raising 
and taxpaying areas in northeast Montana. 

Senator Corvon. In other words, they took the heart out of north- 
east Montana to improve navigation in the Missouri River and it 
affects flood control far beyond Montana? 

Mr. Curistinson. That is correct. 

Senator Corpon. Well, that is not unusual. 

Mr. Curistrnson. Later, through grassroot efforts, power, irriga- 
tion and reclamation were recognized, and subsequ ently, authorized 
through the Flood Control Act of 1944. Reclamation and irrigation 
programs, you will note, were the last features to be considered. 
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Senator Corpon. May I ask you whether Fort Peck Dam was in 
the first instance a project under the navigation and flood control 
laws or whether it was in the nature of a structure directed to be con- 
structed as a sort of make-work plan by the President, as was done in 
many other instances during the depression period ¢ 

Mr. Crristrnson. ‘That it was a make-work plan, of course, is 
correct. It so happened that the plan of the Fort Peck Dam and 
Reservoir had advanced to a stage where we could immediately start 
the work. 

Senator Corvon. Do you know whether that had been authorized 
by the Congress ¢ 

Mr. Curistinson. It had not. It was, however, immediately there 
after authorized by the Congress. 

Senator HAYDEN. My recollection about that is that money had 
been ap propriated for investigation by the Corps of Engineers and 
they had drawn plans and specifications. The actual authorization 
was not made, the appropriation made until later. 

Senator Corvon. That was true of the Grand Coulee Dam. It was 
authorized after it was built, substantially. 

I particularly ask those questions, Mr. Christinson, because of the 
statements here of the loss of 245,000 acres of your best land where 
seemmely the people of the area had little or no opportunity to be 
heard. 

Mr. Curistrnson. We had no opportunity. 

Senator Corpon. All right, vo ahead. 

Mr. Curistinson. The present effort of the people of northeast 
Montana contemplates placing some of the facilities and resources of 
the great Fort Peck project to beneficial use in our area. The con- 
struction of the diversion unit is the first actual step taken to increase 
agricultural production and provide new farm homes to replace the 
lands and homes lost throueh the construction of Fort Peek Dam and 
Reservoir. 


NEED FOR IRRIGATION 


Mr. Apretcren. The need for irrigation during the last 20 years 
has been so great that we have tried every way possible to help our 
selves, including the installation of equipment to pump water directly 
from the river. Many problems were encountered in trying to develop 
private pumping plant systems. For example, Mr. Appelgren had 
to relocate his pumps three times because of changes in the river chan- 
nel. Each relocation required the redesigning and reconstruction of 
supply ditches and drains. Also piling ae ‘n in rows in the river to 
protect pumps, was carried away, because of erosion and ice the fol 
lowing spring. 


OPERATION AND MAINTENANCE COSTS 


The operation and maintenance costs, therefore, were very high. 
While private pumping has not been economical, it has proved the 
Vv alue or irrigation. In eur opi nion, in baeg LP a Federal irrigation 
system for northeast Montana to be supplied by pumping oc the 
river will not be a fully satisfactory answer to our ft oblem because cost 
of operation and maintenance will be high. 

Senator Corpon. If that statement that we had here yesterday is 
correct and you are going to have an investment of about $1,200 an 
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acre in this project, it occurred to me that the Government might well 
put in the pumping system, even if the cost were exceptionally high, 
and still be ahead of the game before the overall outlay is concerned. 
What do vou think of that ? 

Mr. ArretGren. Mr. Chairman, when we were here before, we lis 
tened to the testimony by the person I believe you are talking about 
and we could not coordinate his figures. He talked about having so 
many farmers that were against the project. And that those farmers 
had an average of 800 acres each, which would total up to 100,000 
acres. He comes from the extreme eastern portion of this project. 
We have land in this project that is going to come under this irriga- 
tion in Valley, McCone, and Roosevelt. It was agreed by those present 
at the meeting that we recently had with representatives of the Bureau 
of Reclamation that all of those east of this line on this map, which is 
common to range 52 and 53, would be left out. All irrigation east 
of 52 and 53, which would take in the big corporation, Snitzler Corp., 
who are big wheat farmers—and we agreed that we would leave out 
all of those west of this line that wanted to be left out. But in view 
of the fact that the wheat farmers are leasing Indian lands on a very 
cheap basis and that they want to continue to lease those lands, they 
do not want to see them go into irrigation. In view of that fact, they 
still continue to try to destroy our project. 


PUMPING COSTS 


Senator Corvon. That is not even relevant to my question. I will 
rephrase the question so that it will be more understandable. Do you 
have any information with respect to the proposition of the compar- 


ative cost on the part of the Government in furnishing the water to 
those who want it by pumping rather than by this expenditure 
which, according to the Government’s own figures, is going to be 
$126 million? 

Mr. Apreiaren. I tried to answer that question by showing that pos- 
sibly the figures that he gave you 

Senator Corvon. I am giving you the figures that the Government 
has in the record. 

Mr. Curtistrnson. Mr. Chairman, I think I can enlighten you on 
this proposition of cost. This $126 million you speak about and the 
Bureau of Reclamation has in its records included the works to deliver 
water to the North Dakota unit of the Missouri diversion. Now the 
Missouri diversion unit only covers 100,000 acres. The estimated cost, 
according to the Bureau of Reclamation, is $63 million. The differ- 
ence between that and $126 million belongs down in North Dakota 
and has no connection whatsoever at this time with the Missouri 
diversion dam. 

Senator Youne. Mr. Chairman, I encountered the same situation 
last November when I was serving on the Missouri Basin Survey Com- 
mission. Our engineers on that commission got exactly the same cost 
figures and they disturbed me greatly. Because of this I called Ken- 
neth Vernon, regional director of the Bureau of Reclamation to get 
his estimate which I recall was something less than half of these fig- 
ures. I think we should get these figures from Kenneth Vernon or 
from the department here as soon as we possibly can, 
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All of the Bureau’s plans were changed sometime late last fall. ‘This 
budget was prepared last October or September and therefore would 
contemplate a Missouri-Souris diversion clear on into North Dakota 
with extensive canals and other facilities. 


1953 CONSTRUCTION PROGRAM 


Senator Corvon. We are going to have to get a reconciliation here. 
This is a scheduled construction program for fiscal 1953 in the Bureau 
of Reclamation. It is headed “Missouri River Basin Project, Mis- 
souri-Souris Division, Missouri Diversion Unit, Montana.” That is 
the heading. 

Mr. Ristne. Mr. Chairman, that same question arose when we were 
over on the House side and in answer to the question of Congressman 
Norrell we went to the Bureau and obtained this new statement. 

Senator Corpon. Did you obtain the statement as to why they put 
these figures in the record? If they are going to miss it by the differ 
ence of $126 million and $63 million, I cannot have much confidence in 
either set of figures. 

Mr. Ristne. This Missouri diversion unit would lack nearly 100 
miles of reaching the North Dakota border. The $126 million in- 
cludes, in addition to the irrigation facilities for this 100,000 acres, 
the canals, siphons, pumping plant, and so forth, to take the water to 
North Dakota, and the Bureau of Reclamation plans have now been 
changed. So the amount of money required, including the power- 
plant, is as stated in the House hearings at page 674, $63,953,000. 

Now if the powerplant is eliminated, there will be considerable re- 
duction in that figure. My understanding is that the officials of the 
Bureau of Reclamation will testify before this committee early next 
week, 

Senator Cornon. They are going to have a rough time with these 
figures, I can tell you that now. 

Mr. RIsIna. J believe they Ww ill clarify those figures. 


ACREAGE TO BE IRRIGATED 


Senator Corpon. How many acres are to be irrigated out of your 
new figure of $63,953,000 ? P , 

Mr. Ristnc. One hundred thousand acres at this time. Of course, 
the diversion dam will make it possible to irrigate a large amount of 
additional land which future requirements may dictate. There are 
something like 3 or 4 million acres in the northeastern part of 
Montana. 

Senator Corpvon. They are not in a position, so far as I am con- 
cerned, to make any decision if we do not know what the potentialities 
of the thing are. They come here and say 100,000 acres. This witness 
who appeared on his own behalf says 100,000 acres. ‘The record 
shows 100,000 acres. You say there may be other land. We ought to 
know what the other lands are. 

Mr. Ristne. There are no plans to irrigate at this time only 100,000 
acres. 

Senator Corpon. You are committing $63.953,000 for 100,000 acres? 

Mr. RIsInG. That is correct, less the cost of the power plant. Those 
figures include the powerplant which the House is objecting to 
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Senator Corpon. I do not have any breakdown here on the power 
plant, so I do not know what it is. You have a power plant in a half 
dozen different places. The Little Porcupine power plant, is that 
it ¢ 

Mr. Ristne. That is it. 

Senator Corpon. That is $8,246,000, if that is all of it. 

Mr. Ristne. It will be at ieast that much. 


COST PER ACRE 


Senator Corpon. Your cost is $557 an acre ? 

Senator Youne. That is about the figure they gave me last fall. 

Senator Corvon. Let me say at this time that I have the deepest 
sympathy for you people in northeastern Montana who have had your 
best land gutted to be used as a reservoir for the benefit of people who 
do not even live in Montana. Iam not critical of you at all. Iam just 
trying to get some sound conclusions as to what will give you what 
you ought to have for the least money. I think you are interested in 
that, too. 

Now if we are going to spend basically $557 an acre in an investment, 
some portion of which you will repay and the balance will be charged 
to power, if we do not have to charge it to power whatever power 
pays is that much money the Federal Government has and we can do 
something else with it. We do not want to waste it. 


FURTHER DISCUSSION OF PUMPING COSTS 


Now I have another question. Despite ; vour unfortunate experience 
in your private pumping system, would it be possible for the Govern- 
ment to furnish you the water you need by pumping even though the 
annual maintenance costs are far more than this is? But in view 
of the fact that this $557 an acre is drawing interest, the Government 
is putting up interest for it, and we can consider that in reducing your 
overhead in operation and maintenance, I think you ought to look 
into it to determine which is the soundest investment, considering that 
vou are entitled to have a consideration for what has been taken away 
from you, not what you have lost. You had no chance to lose it, they 
just took it. 

Mr. Ristna. We have called on officials of the Bureau of Reclamation 
and the Department of the Interior yesterday and we were assured 
they would bring to the committee when they appeared here next week 
the figures in comparison between the cost of diverting the water by 
gravity and by pumping, and I think it works out about the same 
when you take into consideration the extra pumping cost for supplying 
irrigation directly out of the river. 

Senator Youne. Is the river channel stable enough in that area to 
make pumping feasible ? 

Mr. Ristna. It is not. 

Senator Youne. In some areas it is and some it is not ? 

Mr. Curistinson. It is a mud bank. Some of it is hard pan. The 
river comes up and the bank sloughs off and you cannot hold it. I 
do not know what you could actually do there to make it absolutely 
secure for a pumping plant. 
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It is not like on the Yellowstone, for instance, where they have a 
rock channel and rock base. You can set anything down there. 

Senator Haypen. Am I correct in assuming that at certain seasons 
of the year great surges of water come down the river because of the 
dam being opened and drained, so to speak, for the next flood, or is it 
a continuous flow ? 

Mr. Arreréren. I believe I can answer that question. In the spring 
we used to have quite a surge of water before we had the dam. Th it 
surge of water used to give us irrigation of the low lands and it 
continued long enough to give us subirrigation over our river low lands 
so that we could produce a winter feed supp hy. Since the dam has been 
installed we do not have that surge of spring flood unless it happens 
to come from the Milk River, which happens only once in 20 years, so 
that now when we have our spring runoff our river is comparatively 
low and continues comparatively low until along about the 6th or Sth 
of July when waters are relea sed from Fort Peck Reservoir to quite a 
great extent to take care of the navigation down stream. Those waters 
that are released to such a great extent crumble the banks away in cer- 
tain places so as to make it rather hard to install a private pumping 
plant. 


LOCATION OF PUMPING PLANT 


\not he ‘Tr thing in re gard to pumping plans is that it does not seem 
as though we have a practical place for a pumping plant. The Bureau 
in ype study mentioned one at Wolf Point. 

‘nator Corpor. Are you an engineer ¢ 

Mr. ApreLGren. No; I am not, sir. I think I probably had better 
leave this subject alone. 

Senator Corpon. You go ahead. I just wanted to have knowledge 
whether or not it was a professional opinion. Sometimes I think the 
nonprofessionals gel closer to the facts than the professionals. 

Mr. Appetoren. Thank you. 

I know this, that I have spent several thousand dollars in developing 
pumping on my own ranch and have had quite a lot of experience, a lot 
of which has not been too good, and vet for that reason I feel I can 
testify at this hearing and make known the experience that I have had. 
I am not in favor of the pumping plant at Wolf Point even a 
does look feasible at the present time because there is a possibility t 
the river channel may change and move southward approxim: aie a 
half mile which has been the tendency for the last se none years. ane 
river has a tendency to move earth from one bank, pick it up and carry 
it along for half a aie or a mile and deposit it some place and put in 
sand bars here and there. These sand bars are obstructions in front 
of your pumping plant so that you do not have a water supply when 
you need it. In other words, if you put in a pumping plant and then 
a certain spring you found that sand bars have been formed in front 
of your pumping plant so that you could not provide water for th 
100,000 acres and you had to lose that crop, you would have a loss that 
would run into several million dollars. So that in my opinion the only 
way to handle the control of the water of the Missouri River is to put i 
a diversion dam so that you have a definite control of that water from 
the one bank to the other and so that vou can divert the waters that you 
want for your south side irrigation into the canal on the south side, so 
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that you can divert the waters into the canal on the north side of pour 
lands on the north side, so that you can tr ap the waters in that can: 
in places where you want to use it for pumping at higher lifts and ther 
put in your extra lift pumping plant. 

Senator Corvon. How far back of a diversion dam would water ve in 
still pools, if at all? Is this dam intended to be in the nature of a 
reservoir dam? Do you use the term “diversion” solely because you 
impound the water and run it out in your laterals or your conduits o1 
each side. 

Mr. Appiecren. It would be a low diversion and yet it would be high 
enough so that we could make use of the waters by gravity to practi- 
cally all of the river-bottom lands that we would irrigate below the 
diversion dam. 

CHANGING RIVER CHANNEL 


Senator Corpon. The reason I am asking you is because you men- 
tioned the danger of the river changing its « channel. Is there any dan- 
ger of its changing the channel and leaving a diversion dam without 
water to divert? 

Mr. ArpLecren. That would be impossible west of Frazer. 

Senator Corpon. West of Frazer? 

Mr. Apriecren. The sites that they considered to use for pumping 
plants, one was above Frazer considerably, but the canal—the opera- 
tion and maintenance of the canal would be rather hard because of the 
additional canal mileage. The other pumping plant that was proposed 
was down at Wolf Point. 

Senator Corvon. Where is Frazer with respect to Wolf Point ? 

Mr. AppriGren. Frazer is 22 miles west of Wolf Point. The other 
plant they had in mind is south of Nashua, which would be about 18 
miles west. 

Senator Corvon. Thank you. Iam trying to get some kind of mental 
picture here of the geography and location of these things. I never 
have had an opportunity to see it on the ground. I would like to be 
able to reasonably intelligently follow your statement. 

Mr. Ristne. Maybe I can help you just a little. 


FORT PECK STORAGE 


The big storage, of course, is in Fort Peck, 19 million acre-feet 
This diversion that is now proposed is about 20 miles below Fort I Peck, 
Now in that section there is a great deal of fluctuation, of course, in 
the river. It does not get a chance to spread out, or even out so to 
speak. So, if you take out water anywhere close to Fort Peck, it 
ean be taken out, in our opinion, satisfactorily, only by a diversion 
dam. Then when we get farther dow n the stream where it widens out, 
we begin to run into this question of whether the river is going to move. 
It is not confined to a narrow channel. 

Senator Haypnen. Do you have rock abutments at each end of this 
diversion dam ? 

Mr. Ristna. Yes, sir; some rock and high banks. 

Senator Cornon. How high are the banks ? 

Mr. Apreicren. There is a gradual slope up from where the dam 
will be and on the south side I would say the banks would probably 
be 40 or 50 feet. 
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Senator Corpon. So that in your judgment, and I do not think you 
need an expert for this, if this diversion dam were constructed at the 
place you mentioned, Frazer, there would be no danger of any by 
passing of the dam by the river cutting a channel somewhere else ? 

Mr. Curistrnson. Absolutely not because the dam will be extended 
from hill to hill. 

Mr. AprenGren. The point I want to bring out is that the diversion 
dam in my opinion, with the experience that I have had with pumping 
plants, is the most feasible of the 2 and the 1 that we would like to 
see used. 

Senator Corpon. I mentioned awhile ago I had not too much faith 
in the decisions and conclusions of some of these experts, and I sug 
gest to you one of the reasons for it. According to the information 
just received on the telephone, this $126 million was to be spent to 
irrigate 126,000 acres. They cut off 26,000 acres of it but the y cut 
the cost in two, so you get some idea of what the 26,000 acres would 
have cost had it remained in, and the total job cost $126 million. It 
is utterly fantastic. 

Mr. Ristna. There is one explanation that takes a little away from 
that. 

Senator Corpon. That is the explanation that these people down 
here gave. I prefer yours. Go ahead. 


ADDITIONAL IRRIGATION IN NORTH DAKOTA 


Mr. Ristne. Well, there is a big draw beyond these lands now to 
irrigate here on the east, and there is very expensive siphoning required 
to get to the remaining lands in northeast Montana. I do not think 
there would ever have been a proposal to irrigate those additional 
lands that would be so costly in northeast Montana had it not been 
for the plan at that time to take the water on into North Dakota and 
irrigate approximately a million acres additional in North Dakota 
through this same canal. So this additional cost would not have all 
been charged up to the Montana lands. Part of it would have been 
charged to the North Dakota lands. 

Senator Corpon. Your statement was just what I have told you 

Mr. Ristna. I wanted to give you as nearly as I could the facts. 


LENGTH OF DAM 


Senator Haypren. How long will this dam be, in the river? 

Mr. Curistrnson. I do not have any figures on that, Senator. 

Senator Corpon. Is it a half mile? 

Mr. Curtstrnson. I would say approximately a half mile. 

Senator Haypven. The other thing that changes the picture, as I 
understand it, is that we were going to take from the end of that 
dam a very large canal because it was proposed to irrigate lands not 
only in Montana but over in North Dakota. It was to be carried 
a distance and then pumped over a divide and run down the other 
side where power could be generated perhaps to pay for pumping. 
Obviously the size of the canal coming out of the diversion dam 
in Montana, now merely irrigates lands in Montana—it would be 
very much reduced. It seems to me it really requires another set of 
plans. 
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Senator Cornon. That is clear. The statement has been made that 
there are checks in the area on east that indicated that that was not 
good land for irrigation, which again proves to me that they had 
not done the job in the first place. That is what bothers me about 
this. When you put experts on the job you ought to be able tu rely 
on their findings, but you cannot. 

Senator Youne. I think it it unfortunate, too, that the Bureau of 
Reclamation here did not present the latest information that was 
developed out there. The plans were completely changed late in 
the fall, and they should have forwarded that information here. 

Senator Haypen. You are going to propose now to go down to 
Garrison Dam and get water for your State? 

Senator Youna. Yes; and I think that is much more feasible. 

Senator Haypen. The North Dakota part of the original plan is 
entirely abandoned ? 

Senator Youne. That is right. 

Mr. Arreteren. May I go ahead with my statement? 

Senator Corvon. You may proceed. 


IMPORTANCE OF LIVESTOCK IN AREA 


Mr. Arpeveren. Livestock has always been the foundation of our 
economy in northeast Montana. We have vast areas for summer 
grazing on natural grass. Nature, also, originally provided a means 
for growing feed to carry our livestock through the winter months. 
Each spring floodwater would cover a wide strip of bottomland 
250 miles long on both sides of the Missouri River. A fter the floods 
subsided these river bottomlands produced substantial quantities of 
hav as a result of flooding and subirrigation. 

Senator Corvon. Is that native hay ? 

Mr. Apreicren. Yes; that is native hay. 

The building of Fort Peck Dam and Reservoir changed nature’s 
plan. We no longer have floods and subirrigation below the dam, 
and, of course, our bottomlands above the dam are now covered with 
water stored in the reservoir. 


WINTER-FEED SHORTAGE 


Winter feed for livestock for our area is inadequate in supply. 
Livestock producers, time after time, have had to import hay at a 
high eost, diminish their foundation herds or take both courses, to 
the orent detriment of the livestock industry of our area and heavy 
financial losses to farmers. 

The farmers and stock growers who need, and are now asking for, 
irrigation, are the ones that are making our section their year-round 
homes: who are educating their children in our local schools: who 
are making their living on small- and moderate-sized Settle who 
have a small herd of cattle: people who want to live on the farm and 
following their own wav of life. 

Senator Haypen. What have you to say to this argument that a 
dryland farmer never can be converted into an irrigation farmer? 
T have heard that statement made, that he is so set in his ways that 
he is bound and determined to operate in that manner and he will 
not irrigate any land. 
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DRYLAND FARMERS 


Senator Youna. | would like like to have an answer to that, Loo, 
since of course, we have that problem in North Dakota. How did the 
dryland farmers in Montana feel about the switchover to irrigation ¢ 
Irrigation is very popular and very successful in many parts of 
Montana where previously they had dryland farmers. Is that right? 

Mr. Curtstinson. During the drought period, Senator, then we 
revert back from the hills to the bottom where the lowlands provide 
a livelihood. Of course, when it starts raining again and gets a little 
better on the hills, they move back to the hills. 

Senator Youne. But what is the answer to Senator Hayden’s ques 
tion? Can you make irrigation farmers out of dryland farmers ¢ 

Mr. Apreraren. I say you can when it gets dry. You can make 
good irrigation farmers out of those dryland farmers. | 

] 


} 
nave seen 
ile 


t 


done and you are voIng to see It again. Once in a \ 
find one of these big wheat farmers, who has several thousai 
of wheat, who is operating with diesel machinery, making 
out of it. He only works about 3 months out of a vear and 
the rest of the time in Florida and California. You cannot 
wrigation Tarmer out of him. Sut the kin r wrigatr 
that we are talking aubout, and the kind of whe: ‘alser or stoc! 
we are in favor of in ovr country, is not that kind of farmer. 

some people fry to raise the question of whether our lands are 
suitable for irrigation, so we have brought along two pictures to 
show this committee the kind of crops we can raise. 

These pictures were taken on ny farm. tam in the oat field here 
and my man is standing in the corn field. I am not raising this cor 
to compete with Lowa corn. I am not raising it for grain corn. 

Senator Corpon. It looks like you could. 

Mr. AprrenGreEN. I think I could, too. I am raising this corn 
feed for cattle. We put it in a pit silo and it makes wondert 
for cattle. That is our need for corn in our area. 

The first picture is of a field of oats grown by Mr. Appelgre 
yielded over 100 bushels per acre. The second picture 1s 
corn which, when harvested and placed in pit silo. provicde 14 
of ensilage per acre. Our irrigated alfalfa crops vield in excess 
four tons per acre per year. 

Mr. Chairman, a news item in the Great Falls Tribune of Mav 7. 
1955, reminds us of the failures in northeast Montana after the 
droughts of the 1930’s. We quote as follows: 


Li Vol 


McConeE COUNTY DESIGNATED AS DISASTER AREA 


WASHINGTON (AP).—The Agriculture Department Wednesday designated 
Perkins County, 8S. Dak., and McCone County, Mont., as disaster areas unde 
its farm aid programs. 

Farmers in these counties who have suffered losses from weather conditions 
may obtain Department loans to carry on their operations. The loans will be 
made through local offices of the Department's Farmers Home Administration. 

By the way, McCone County is in this area and will be getting part 
of this proposed irrigation. 

In considering the drought liability, we wish to state that the total 
1952 precipitation for three counties in northeast Montana was as 
follows: 
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McCone—8.56 inches, Valley—13.28 inches, Roosevelt—7.30 inches. 

Very substantial acreages of land in each of these counties will be 
provided with irrigation under the diversion unit. 

The Federal Government probably lost more money through the 
relief programs such as WPA, seed loans, and other forms of welfare 
during the 1930's in the 5 northeast Montana counties, than the cost 
of the Missouri diversion dam. 

The people of northeast Montana want the diversion dam and irriga- 
tion development it makes possible. A large majority of the land- 
owners have signed petitions favoring the prompt development of 
the unit. 

Senator Corvon. We have heard quite a bunch of names here of 
those who opposed it and who at one time got petitions. What do 
you have to say about that ¢ 

Mr. Apprecren. | am going to let Joe Frerich answer that question 
because he has actually talked to some of those who were solicited. 


PETITIONS AND CORRESPONDENCE 


Mr. Frericw. Mr. Chairman, I know there is a lot of confusion 
down here as the result of the petitions you speak of, of the opponents. 
Originally, prior to the time they went out and got these petitions 
signed we had letters from 91 farmers. These letters were not directed 
to us, but they were directed to our Congressmen and I believe Mr. 
Rising has copies of 44 of those letters here telling the Congressmen 
that they were in favor of having their lands irrigated. All of those 
people who wrote those letters have land under the projcet. 

Senator Corvon. Under what part of the project ? 

Mr. Frericn. Most of those letters would be from farmers scattered 
from one end of that project to the other. You will probably notice 
there is not too much Federal Jand in the whole project there, probably 
40 percent. 

Mr. Ristna. Mr. Chairman, we will leave the 44 copies with the clerk. 
We do not want to ask that all of these letters be put in the record 
but we would be pleased if you would put 3 pages of excerpts from 
those letters in the record. 

Senator Corvon. I would be happy to put those in. I would like 
to have you put the location with respect to the area so that we will 
know where they are. 

(The document referred to follows :) 

In compliance with Chairman Cordon’s request, the following information is 


submitted, giving locations of signers of 44 letters addressed to Congressman 
Wesley A. D’Ewart, 


1. Albert F. and Eva Mae Smith, about 8 miles north of Poplar. 

2. Milton Siljenberg. 

3. Buddy Smith, 2 miles southwest of Oswego, also some 7 miles north of 
Poplar. 

George and Geraldine Shanks, 960 acres, 5 miles northeast of Brockton. 
J. M. Nass. 

0. C. Johnson, 6 miles west of Wolf Point. 

Ben Iwen, 2 miles east of Wolf Point. 

H. H. Brown, 1 mile south of Poplar. 

9. Fred Frerich, 14 miles northeast of Poplar. 

10. Lions Club, Wolf Point. 

11. Wolf Point Chamber of Commerce. 


Ot 


mis 
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12. City of Wolf Point, 40 acres, 1 mile west of Wolf Point. 

13. Wolf Point Woman’s Civié Club. 

14. Rathert Schreiber Co., 3,000 acres in McCone County, N Bar N unit between 
Oswego and Frazer. 

15. C. L. Smith, 320 acres, 6 miles east of Poplar. 

16. Continental Land Co., Scobey, Mont. 

17. John Stensland. 

18. Wolf Point Charro Club. 

19. Robert Dumont, 100 acres, 13 miles west of Wolf Point. 

20. Mr. and Mrs. Fred Falster, 6 miles east of Wolf Point. 

21. Harry Johnston, 8 miles east of Wolf Point. 

22. C. R. Casterline, northeast Brockton. 

23. Everett Davis, 300 acres, 4 miles southeast of Wolf Point 

24. Bruce Randall, 200 acres, 3 miles southeast of Wolf Point. 

25. G. A. Lundeen, 320 acres, 7 miles north of Brockton. 

26. William R. Kao, 7 miles northeast of Poplar. 

27. C. J. Samuelson, 5 miles north of Brockton 

28. Earl Lackman, 1 mile northwest of Poplar. 

29. Dugald Hagedone, Sr., 2 miles southwest of Poplar. 

30. Bill Hagedone, 2 miles southwest of Poplar. 

31. Walter H. Bridges, 4 miles north of Poplar. 

32. Dugald Hagedone, Jr., 214 miles southwest of Poplar. 

33. Leo Combs, 200 acres, 6 miles north of Poplar. 

34. A. E. Kelsey, 1€0 acres, southeast of Poplar. 

35. Richard Frerich, 480 acres, 14 miles northeast of Poplar. 

36. Murel Purdy, 4 miles southeast of Wolf Point. 

37. Mrs. M. A. Kurtz, 80 acres, 3 miles southeast of Wolf Point. 

38. John E. Balder, 80 acres, 2% miles southeast of Wolf Point, 

39. Hermon Grotte, 396 acres, 4 miles southwest of Wolf Point. 

40. Jess Sillerud, 200 acres, 2 miles southeast of Wolf Point. 

41. Wayne Shrader, 160 acres, 1144 miles southeast of Wolf Point. 

42. Jim Twitchell, 160 acres, 9 miles southwest of Oswego 

48. Clarence Steffen, 40 acres, 11 miles southwest of Oswego. 

44. Mark Blankenship, 180 acres, 6 miles east of Oswego. 

We also wish to call your attention to several telegrams filed in the record 
today as follows: 

Oliver Lien, representing the Lien family with 2,000 acres, 5 miles north of 
Brockton. 

William Krall (Wm. Drall), 800 acres, about 6 mites north of Brockton. 

Gust Knapp, with 160 acres south of Oswego. 


In addition to the direct testimony offered here today, we wish to file with the 
committee, photostat and typed copies of 44 letters addressed to Congressman 
D’Ewart urging construction of the irrigation unit. We quote briefly for the 
record as follows: 

No. 1. Albert F. and Eva Mae Smith: “Last year we were unable to get any 
dryland hay for our cattle, and if it were not for the feed we got off of our 
irrigated lands, we surely would have gone in debt in buying feed. In fact for 
2 years we have spent in the neighborhood of $1,000 in buying feed which has 
reduced the price of the sale of our cattle in the fall.” 

No. 2. Milton Siljenberg: “Many times have I seen the need of a dependable 
source of feed for winter use. We have just passed through a wet period and 
entering a drier one. A stabilized agriculture here would mean much to the 
surrounding territory.” 

No. 3. George and Geraldine Shanks: “We have farmed here for the past 30 
years and also have a couple hundred head of cattle. It is quite a problem to 
get enough feed to pasture them and winter them during dry years.” 

No. 4. J. M. Nass: “Don’t overlook all the small fellows that don’t have a chance 
to speak for themselves on things of this kind. The majority of the people in this 
area want and expect this project to be built.” 

No. 5. O. C. Johnson: “While I have owned a quarter section of land within this 
proposed district some 35 years, about all I have realized from it is a fifteen 
cent per acre grazing fee. Most years I had no revenue at all as it was too dry 
to grow grass. This iand is well adapted to irrigation.” 

No. 6. Ben Irvin: “We now lease land about 15 miles from home for irrigating 
to furnish hay for our dairy herd. Last year it was dry and we fed hay the 
year around,” 





L684 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


No. 6. H. H. Brown: “I am a farmer and stockman and feel that my operation 
will never be secure without some irrigation to provide feed for my livestock.” 

No, 7. Lions Club: “Our Lions Club, which is composed of farmers, business 
men, and professional men, wants you to know that we are in favor of the con 
tinuance of the construction of the Missouri River Diversion Dam and that the 
sentiment in this area is no different than it was when our people signed up in 
favor of this project.” 

No. 8. Wolf Point Chamber of Commerce: “We have never relaxed our efforts 
to encourage irrigation for northeast Montana and sincerely believe that such a 
development is vital to a sound economy in this area.” 

No. 9. City of Wolf Point: “Due to an unforeseen increase in population 
brought about by oil discovery, we, as a city, are going to be more in need of this 
project than ever before.” 

No. 10. Women’s Civie Club: “The Missouri-Souris project is important to the 
membership of the Women’s Civic Club. We have a cross-section membership 
whose husbands are businessmen, farmers, professional men—in short, we want 
this project to go through.” 

No. 11. Rathert Schreiber Co.: “First of all, we as property owners wish to 
express appreciation for the efforts that you have put forth to bring about the 
N-N irrigation project. As stockmen we realize more than ever the need for this 
project to stabilize a feed supply in this area.” 

No. 12. Traders State Bank of Poplar, Mont.: “We are also vitally interested 
in the general welfare and progress of our customers surrounding this city and 
the overall improvement of the territory in general.” 

No. 13. Continental Land Co.: “The livestock industry in this area has not 
always enjoyed an adequate supply of winter feeds and in periods of drought, 
which will return again and again, our summer pastures do not make enough 
growth to carry but a fraction of the normal livestock population.” 

No. 14. John Stensland: “During the past few years I have been raising feed 
for my cattle on irrigated land near Oswego, Mont., and am of the frank opinion 
that I could not be in the cow business today if it were not for irrigation. A 
guaranteed feed supply is a must for anyone raising beef in this area and irriga 
tion is the only way to stabilize this important factor in northeast Montana 
that I know of.” 

No. 15. Kip Hinton: “We have suffered several bad winters and dry summers 
which depleted the feed situation for cattlemen. Irrigation, we feel, would it 
sure ample feed at a reasonable price per ton.” 

No. 16. Robert Dumont: “As my land is now dry farmland we have an ex 
tremely difficult time in producing sufficient crops to make a decent living.” 

No, 17. Mr. and Mrs. Fred Folster: “Our home and lands are located about 
5 miles east of Wolf Point and our main source of income is from eattle. This 
past vear was the worst as far as trying to cut enough dry-land hay for my stock 

We are not dry-land farmers as we have done this before and have gone broke 
because of insufficient amount of moisture.” 

In addition to furnishing locations of the persons signing the 44 letters 
addressed to Congressman D’Ewart, we submit information concerning the 91 
persons mentioned in the testimony of Mr. Joe Frerich, as follows: 


FRAZER AREA 


Twenty-five landowners in the immediate area of the diversion dam signed 
a petition approving the present or modified plans. Names as follows: 

1. Barney Egosque, 160 acres on Milk River (backwater opposite land). 

2. Bert Jones, 120 acres, elevation 2,038 to 2,044, owned in partnership with 
brother. 

3. Charles Brocksmith, large landowner with approximately 120 acres between 
elevations, 2,036—2,044, 

4. Ben Dykstra, small acreage submerged. Other area opposite backwater 
on Milk River. 

5. Raymond Johnson, 160 acres in area with about half and some buildings 
below elevation 2,036, 

6. Jim Sweeney, about half of 160 acres of family land submerged and below 
elevation 2,036. 

7-8. Arthur J. Ferguson and Joyce Ferguson, joint owners. Live at a critical 
point on Milk River just above elevation 2,038 and farm about 200 acres of 
bottom land, 
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9. Sam E. Oblson, operates about 500 acres of bottom land, most of which is 
above 2,038. 

10-11. Thomas Anderson and Rufus Anderson, operate about 2 sections of 
bottom land, about half of which is below elevation 2,088 and the remainder 
below elevation 2,044. 

2. Harold Moecher, operates Milk River Valley land opposite backwat« 
that stream. 

13. Jess Crow, operates 420 acres of Missouri Valley land lying between eleva 
tions 2,036 and 2,044. 

14. Robert Merrick, operates about 120 acres of Missouri River Valley lar 
lying between elevations 2,082 and 2,044 with some accreted acreage below 
? OBA. 

15. Gus Anderson, operates about 400 acres of valley land about 90 acres of 
which is below elevation 2,038. 

16. Gretchen Ohlson, owns Milk River Valley land below elevation 2,038 

17. H. Brogan. owns Milk River Valley land opposite backwater in the Milk 
River Valley. 

18. Chester Glazier, owns and operates about 160 acres of Missouri River Valley 
land below elevation 2.044. along with additional higher land 

19. D. Brogan, operates Milk River Valley land opposite backwater in Milk 
River 

20. Victor Dostert. owns land near Nashua, opposite backwater in Milk River, 
and is officially interested in effects at Nashua on sewer outfall, ete. 

21. Ed Scharf, an owner of land on Milk River in backwater area. 

22. John Garney, owns 240 acres below Milk River about 160 of which will be 
submerged. 

23. Delorne G. Barnes, operates about 320 acres with others in his family. The 
land lies between elevation 2,036 and 2,044 

24-25. Thomas A. and Rose Doney, own 80 acres of land lying between eleva 
tions 2,034 and 2,044. 


WOLF POINT AREA 


Thirty-five farmers have sent letters requesting the completion of this project 
as soon as possible. Their gross acrenge is 27.560 acres 

1. Rathert Schreiber Co..’ landowners, cultivate 3.000, range 3,000 ‘We el 
dorse the continuance of the construction of the Missouri River Diversion Dam 
and Canals, and plans in connection with it.’ 

2. Alex Sansaver, owner-operator (Indian), 160 acres. “Majority of us are 
anxious to have unit built Hope diversion dam can be built to flood as little 
land as possible.” 

3. Bruce Randall,’ owner, 200 acres. “Wish that construction on this project 
through the area be expedited as much as possible.” 

4. James M. Reid, owner-operator, 500 acres. “Hope that plans for construc 
tion of Missouri irrigation project proceed rapidly.” 

5. Mr. and Mrs. Fred Folster* (Indian), owner-operator, 80 acres. “Earnestly 
hope that irrigation is very soon forthcoming to their lands.” 

6. Roy Sansaver (Indian) owner-operator, 160 acres. “As an allottee and 
landholder on the Fort Peck Indian Reservation, I am very much in favor and 
interested in the construction of the diversion dam and irrigation project.” 

7. Willard Ruggles, owner-lessor, 8,000 acres. “I think we should continue 
to develop our Montana water resources If this project can be built without 
bankrupting the country, we should have it.” 

8. Albert F. and Eva Mae Smith (Indian) owner-operator, 320 acres. “Please 
consider this letter as a request to hurry up legislation to provide irrigation for 
our part of the country.” 

9. Harry Rodenberg, Jr. (Rody Honey Shop), apiary operator. Hopes the 
project becomes a reality. 

10. Charles H. Track (Indian), owner-operator, 600 acres. Requesting Set 
ator Mansfield to work for the best interests of our people here and try to get 
irrigation for us. 

11. John Stensland, rancher-owner, 1,500 acres. “Frank opinion: I could not 
be in the cow business today if it were not for irrigation—let’s have more } 
rigation out here.” 

12. Wayne A. Shrader. owner-lessor, 160 acres. Father and son verv 
terested in the complete development of project as soon as possible 


* Names also appear on list of D’Ewart letters 


$2224—53—pt. 2-36 
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13. Ben Iwen, dairy-owner-operator, 100 acres. Urges any action that can be 
taken to get this project developed as soon as possible. 

14. Mark Blankenship,’ owner-operator, 180 acres. It is his belief that irriga- 
tion would be the greatest help that could come to the people out here. 

15. Buddie Smith’ (Indian) rancher-owner-operator, 300 acres. “Il am keenly 
interested in the proposed Missouri-Souris irrigation project.” 

16. Robert Dumont’ (Indian), owner-operator, 100 acres. “I am 100 percent 
for the project.” 

17. William and James Twitchell,’ owner-operator, 480 acres. James Twitchell 
is one of the supervisors of the N-Bar-N Irrigation District. Is in favor of ir- 
rigation, but only at a price the farmer can afford to pay for water. 

18. Oscar Gribble, owner-operator, 520 acres. Also a supervisor of N-Bar-N 
Irrigation District. Is in favor of irrigation, but only at a reasonable cost for 
water. 

19. O. C. Johnson, owner, 160 acres. In favor of irrigation. At present real- 
izes 15 cents per acre grazing fee. Many years he received no revenue at all be- 
cause of drought. To offset the small acreage flooded by the reservoir, there will 
be thousands of acres benefited by irrigation. 

20. Herman Grotte,’ owner, 400 acres. In favor of irrigation. Would like to 
see the Missouri River developed to get greater production than what is now at- 
tainable. 

21. Clarence Steffin, owner-operator, 160 acres. A stock farmer in area of 
Bloomfield, Mont., wants the Missouri River developed for irrigation to establish 
a more secure feed base not only for himself but for the good of the community. 

22. Justin and Isla Sillerud, owner-operator, 320 acres. Very much in favor 
of irrigation. 

23. Charles Howe, owner, 640 acres. In favor of irrigation and would like 
to see the Missouri developed for the good of northeastern Montana. 

24. Murel Purdy, owner, 320 acres. Would like to see irrigation where feasi- 
ble on the Missouri River and project area. Irrigation would help increase the 
value of the land in the area and help stabilize the livestock industry. 

25. John Balder,’ owner-operator, 80 acres. Farmer and stockman wants 
to see irrigation and development of the project area. Thinks the opposition 
group is in the minority. 

26. Robert Balder, owner-operator, 1,180 acres. Farm and stockman, is in 
favor of irrigation to establish a more secure feed base for the livestock industry 

27. Andrew Wigerman, owner-operator, 160 acres Would like to see the 
land in project area developed for irrigation for the good of the community and 
northeastern Montana. It will increase the production and the value of the 
land within the project area, thereby bringing greater benefits to the community. 

28. A. V. Appelgren, owner, 4,000 acres. He thinks practically all who signed 
original petition are still in favor of project. Mr. Appelgren is a large land- 
owner and supports the construction of this project. 

29. William and Mamie Kurtz, owner, 80 acres. For irrigation 100 per cent. 

30. George Clemow, owner-operator, 160 acres. For irrigation 100 percent, 
Would like to see in the next few years a nice irrigated valley in this area. 

31. Everett Davis,’ owner-operator, 300 acres. Livestock farmer, very con- 
cerned about getting water to irrigate his land. Purchased this bottom-land 
acreage to establish more secure feed base. 

32. Kenneth Holen, owner-operator, 300 acres. We need irrigation in this area. 
Am 100 percent for the project. 

33. Mrs. V. Madison (Indian), owner-operator, 160 acres. Am behind the irri- 
gation project all the way. 

34. Harry Johnston, owner-operator, 160 acres. Must have irrigation in this 
area if us small farmers are going to make a living. 

35. Joe Camrud, owner-operator, 200 acres. Too much delay already. Let’s 
get the job on the way. 


POPLAB AREA 


Nineteen farmers and landowners have expressed, by letters to the Congress- 
man and to the Commissioner of the Bureau of Reclamation, their interests in 
irrigation and their reasons for requesting completion of the Missouri Diversion 
Dam and project area. Their combined acreages total 8,280 acres. 


1 Names also appear on list of D’Ewart letters. 
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1. Theodore Rounds, farmer-owner, 160 acres. Believe irrigation is the best 
thing for the country. 

2. H. Brown,’ farmer-owner, 240 acres. We need irrigation now. Am 100 per- 
cent for the big project. 

3. Richard Frerich, farmer-owner, 160 acres. Am 100 percent behind irrigation. 

4. Joe Frerich, farmer-owner, 1,100 acres. Have been working for irrigation 
a long time and am still 100 percent for the full development of the area. 

5. Fred Frerich,’ farmer-owner, 320 acres. Would like to have irrigation at 
once and fully support the project. 

6. G. A. Lundeen, landowner-businessman, 60 acres. The people really need 
irrigation in this area to help them, I feel a large percent of the people want 
this project. 

7. Effie Toll, landowner, 60 acres, We want irrigation in this area to help us 
I am strongly for the project. 

8. Earl Lockman,’ farmer-operator, 200 acres. Let's get this project completed 
so we can put water on our dry lands and have a good crop. 

9. Charlie Smith,’ owner-operator, 320 acres. Am 100 percent for irrigation 

10. Earl Park, farmer-operator, 120 acres. I am in full support of the poject. 

11. A. KE. Kelsey.’ owner-operator, 160 acres. We want irrigation soon. 

12. Ray Kao, owner-operator, 80 acres. Am in full support for irrigation 

13. Peder Moe & Son, owner-operator, 4,000 acres. We have been working r 
irrigation a long time. Let’s don’t lose it now. I believe most of the farmers 
want irrigation the same as we do. 

14. 1. L. Ramstad, owner-operator, 400 acres. We all could do better if we had 
irrigation. 

15. Walter Bridges, rancher-farmer-owner, 160 acres. I have 150 acres of 
grazing land and need irrigation to raise a dependable hay crop for my livestock. 
Am 100 percent for it. 

16. Bill Hagadone,’ 
irrigation. 

17. Dugald C. Hagadone,* owner-operator, 320 acres. I am 100 percent in favor 
of the project. 

18. Thowald Hagadone, owner-operator, 80 acres. I am fully in favor of the 
Missouri River diversion project. 

19. Leo Combs, owner-operator, 200 acres. I am 100 percent in favor of the 
project. 


owner-operator, 120 acres. I want you to know that I favor 


BROCKTON-CULBERTSON AREAS 

Brockton, Mont. 

1. Oliver Lein, large landowner on Brockton Bench, strongly favors develop- 
ment of the project. 

2. Alvin Lein, large landowner on Brockton Bench, also has land in Poplar- 
Brockton area. Wrote favoring development of irrigation 

3. George Shanks, operates 960 acres in Brockton Bench area. Wrote favor- 
ing development of irrigation. 

4. Mr. Johnston, landowner on Brockton Bench. Wrote favoring development 
of irrigation 

5. Clareuce Lodmell, farmer and businessman who wrote favoring irrigation. 


6. Mr. Samuelson, landowner wrote favoring development of irrigation. 


Culbertson, Mont. 

7. William Krall, 1.200 acres on Brockton Bench. Isa strong advocate of irri- 
gation development. Wrote favoring the project and solicited other letters. 

8. Leonard Sorby, strong advocate of irrigation development. Wrote favoring 
development of irrigation and solicited others. 

9. Fred Treager, landowner, businessman, and livestock dealer. Wrote favor- 
ing development of irrigation. 

10. Buck Ryder, Froid, Mont., landowner and businessman. Wrote favoring 
development of irrigation. 

11. Ted Wicks, landowner favors development of irrigation. 

12. Mr. Smithstead, wrote favoring development of irrigation. 


* Names also appear on list of D’Ewart letters 
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Summary 

Names on list: 

D’Ewart letters 

Frazer arei 

Wolf Point area 

Poplar area ‘ - t ‘ Lv 

Brockton-Culbertson area ‘ ; 1. 

135 

Less names duplicated ‘ ; . sive 18 


Total names of owners ‘ . 117 

Senator Corpon. According to the statement of the witness—he was 
earnest; he has his views, and I think he is entitled to the considera 
tion of the committee—in this western area they had no objection as 
to who had the water or who did not have the water. It was in this 
area, there is one range he mentioned. 

Mr. Ristne. The land marked in brown on the map, I believe, is th 
land of the objectors. 

Senator Corpon. I believe it is 10,000 aeres. 

Mr. Ristne. He does not own that amount of land. 

Senator Corpon. He was speaking for those who had their names 
on 1t. 

Mr. RIsrina, Iw il] vive these excerpts to the clerk. I have anothei 
copy. Before your record goes to print I will furnish the locations. 

Senator Corpon. All right, thank you. It will be helpful. 


RURAL PROGRESS MEETINGS 


Mr. Apretoren. During January and February of 1952, rural prog 
ress meetings were held throughout northeastern Montana for the 
purpose of reviewing the history of Montana agriculture over the past 
25 years, assessing the present situation and making recommendations 
on crop production, livestock production, irrigation farming, general 
resource development, and rural-family living. Finally more than 
200 committee members from 7 northeast Montana counties met in 
Wolf Point to compile recommendations for the area. It is signifi 
cant that almost every committee touched on the need for water-re 
source development. We quote from the recommendations as follows : 

* * * Tncrease development of all water-resource possibilities because of its 
tendency to stabilize agriculture in the area ; 

Encourage proper land use under all types of irrigation—cropland and range 
land, 

* * * Montana water resources should be developed at the earliest possible 
moment. Irrigation development should be accelerated * * * rapid comple 
tion of projects proposed or under construction by Bureau of Reclamation, In 
dian service, Soil Conservation Service, and State water board. 

Northeast Montana also needs an additional supply of water for 
other purposes, such as the following: 

(a) Municipal water supply, which has been short in practically all of our 
cities and communities in northeastern Montana, would be supplemented. 

(b) The construction of this project would do much to bring the Indians of 
the Fort Peck Reservation out of a feeling of discouragement and give them a 
new feeling of hope and economic security, as well as social advancement. 
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INDIANS’ BELIEF IN IRRIGATION 


The value of irrigation is well understood by the Indians, as indi 
cated in a statement made by Jim Archdale, vice chairman of Fort 
Peck Indian Council, at a meeting at Brockton, Mont., May 4, 1953, 
from which we quote as follows: 

You know the Fort Peck Indians believe in irrigation, and have beaten you 
white people by some 50 years by accepting the idea back in September 1907, when 
the Government promised to irrigate some 152,000 acres 

I want to say again that for some years we have some very favorable years 
here in northeast Montana. You have all done well. The banks are filled with 
your moneys and all are happy. We just had 4 or 5 days of rainfall, and pros 
pects are again looking good, but we cannot guarantee we will have more rain. 
No one can tell us if we again will have rain now or next month, or we will have 
a good season. There is someone up there in the heavens who controls that. Who 
knows that we may have droughty rainless days again? Who knows when those 
bad conditions like in the middle 1930's will be back again? Farms were fore 
closed and many banks of the country went under—closed their doors. I hate 
to think of those days. 

Mr. Chairman, the need for the irrigation of additional land on 
both sides of the Missour! River in northeast Montana is urgent. The 
proposal ot the House to limit the program to LOO,VOO acres is satisfac- 
tory 1m view of efforts to balance the Federal budget and reduce taxes, 
New land will be irrigated by gravity diversion on both the north and 
south sides of the river, beginning near the diversion dam. With sev 
eral million areas of fine arable land to choose from, there is no ques 
tion as to ample land being available notw ithstanding that some own 
ers may decide to do without irrigation until they suffer a new drought 
or duststorm disaster. 

Senator Cordon. That sa pretty sizable Statement: “Several m ] 
lion acres of fine arable land to choose from.” 

Mr. Ristnc. That is right. 

Senator Corpon. Where is it? 

Mr. Ristne. This whole area in northeast Montana below Fort Peck 
has about 6 million acres. We do not claim all of that land can be 
reached by this one Mont ina Can il. It comes off this Way from Diver 
ion Dam. There are several million acres on the north side of the 
river. 

Senator Corpon. How much can be irrigated at any price within 
reason? Do you know anything about that ? 

Mr. RIsIne@ I wo ild hot say you could rrigaute several million acres 
within a price that would be reasonable today. But conditions are 


changing every few years. There are large areas available; there is no 


question about the amount of land. We are only talking about the 


land north of the river. There is also a oreat deal south of the river 
that can also be irrigated. 

Senator Corpon. We have to talk in terms of the project. That 
statement is misleading. Go ahead. 


SUGGESTED LANGUAGE CHANGI 


Mr. AprELGREN. We do, however, believe, taking into consideration 
first cost and operating maintenance costs, also that thousands of acres 
of additional land will eventually be irrigated, that the diversion dam 
should be constructed. We therefore recommend that the language 
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in the last sentence on page 17 of the House report be amended by 
deletion of the words “the diversion dam or” and “proposed in con 
nection with it,” so that the sentence will then read: “None of the 
funds herein proviced are to be expended for construction of the 
Little Poreupine Powerplant.” 

Finally, we submit for the record a letter which our Governor, Hor 
J. Hugo Aronson, addressed on April 27, 1953, to the regional director 
of the Bureau of Reclamation at Billings, Mont., giving full ap 
proval to the present revised plan for irrigation of land in northeast 
Montana, together with an original copy of a resolution adopted by 
the directors of the Northeast Montana Water Development Associa 
tion on April 28, 1953. We ask that both the copy of the Governor’s 
letter and the resolution be made a part of the record of this hear- 
ing. 

Senator Corvon. Without objection, that will be done. 

(The letter and resolution referred to follow :) 


STaTe OF MONTANA, 
OFFICE OF THE GOVERNOR, 
Helena, April 27, 1958 


Mr. K. F.. VERNON, 
Regional Director, Bureau of Reclamation, 
Department of the Interior, Region 6, Billings, Mont. 

Dear MR. VERNON: This letter is being writtten after making a study of the 
new plan of developing the Missouri-Souris project, and after having discussed 
the proposal with the State water conservation board at a meeting held April 
16, 1953. The original plan, authorized by the Flood Control Act of 1944, pro 
posed diverting water from the Missouri River, at or near Fort Peck Dam to 
irrigate lands in northeastern Montana, and a large area (in the neighborhood 
of 1 million acres) in North Dakota. This meant that all of the water for the 
entire project would be diverted from the river in Montana and carried through 
Montana by canals for use in North Dakota. 

The revised plan divides the project into two separate units. It is now pro 
posed to pump water from the Garrison Reservoir to cover all of the lands in 
North Dakota. This leaves the Montana area in a separate project consisting 
of a diversion dam across the Missouri River about 22 miles below Fort Peck, 
and diversion canals diverting to Montana lands only, located on both sides of 
the river. 

As far as Montana is concerned, the new proposed plan is far better in many 
respects. 

1. It will require much smaller canals along the north side of the river than 
originally planned. 

2. It will eliminate the large reservoir at Medicine Lake, which, as originally 
proposed, would have flooded an immense area of agricultural land in Montana 

3. It will require less water to be diverted from the river and thus make it pos 
sible to develop more electric power at the diversion dam. 

4. It will require very much less areas of Montana lands for rights of way. 

5. It will greatly simplify the operation and maintenance problems that would 
have developed in the original plan. 

There is one thing that I will insist upon in designing the diversion dam. 
That is: that sufficient floodgates be installed so that the fluctuation in the 
flooded area above the diversion dam will be kept at a minimum or as near 
constant as possible. 

In view of the benefits that will acerue to Montana by making the Missouri 
diversion unit a separate project in place of tying it to the project to irrigate 
North Dakota lands, which would have greatly disturbed the land economics 
in Montana, we are glad to advise that we have no objections; in fact we welcome 
the change in plans. 

Sincerely yours, 
J. Hueo Aronson, Governor. 
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NortTHEAST Montana WATER DevELOPMENT ASSOCIATION, 
April 29, 19538 
Hon. Guy Corpon, 
Chairman, Interior Subcommittee on Appropriations, 
United States Senate, Washington, D. C. 

Dear SENATOR CorpoN: The directors of the Northeast Montana Water De 
velopment Association at a regularly called meeting at Wolf Point, Mont., on 
April 28, 1953, do hereby resolve as follows: 

1. That we strongly endorse construction of the Missouri diversion unit and 
the development of irrigation reservoir in northeastern Montana and that we 
have satisfied ourselves that a substantial majority of the landowners have 
endorsed this project through petition, resolutions and letters. 

2. That we have followed the planning for this unit closely and are fully aware 

of the project plan and of the various alternatives that have been studied, in 
cluding the alternative plan for pumping from the Missouri River near Wolf 
Point, Mont. 
3. That we do not believe it to be practicable to pump from the Missouri River 
to a large irrigation development from a location such as is typical of this reach 
of the river because of danger from bank erosion, siltation of intake works and 
shifting of the river. 

4. That we do consider that adequate study has been made of alternative plans 
and we urge proceeding with the present plan for the diversion dam at the 
Little Porcupine site. 

5. Further we request that you quickly complete your examination of the 
various plans for this unit and earnestly solicit your early coneurrence in our 
endorsement and your assistance in requesting the Congress that funds appro 
priated for fiscal year 1954 are available for use in constructing the diversion 
unit so that water may be supplied for this dry land area as soon as possible 

Orto M. CHRISTINSON, 
President. 

Attest: 

Witttam B. McCracken, 
Secretary. 


Mr. Apreioren. Mr. Chairman, funds appropriated a year ago have 
been used to complete detail plans for the diversion dam, purchase 
necessary rights of way for the dam and clear the site for the dam. 
We, therefore, urge the Senate to concur in the appropriation of $2 
million included in the Interior appropriation bill as passed by the 
House, thus permitting continuation of the construction of the diver 
sion unit. 

Mr. Chairman, may we thank you. 


OW NERSHIP OF LAND 


Senator Cornvon. I have one question. Does the Bureau of Reclama 
tion now have contracts with the irrigation districts or of entities in 
the area adequate to show a basis for repayment of the Government 
cost? I understand that most of this land involved is privately owned. 
Is that correct ? 

Mr. ApretereN. Most of the land involved, we have shown on this 
map the different types of land in this area. The red-colored land is 
Government-owned. The Indian trust land is in blue. The Indian 
trust land, as well as the Government-owned land, we have assumed is 
in favor of the irrigation. Then the green is the fee land that is in 
favor of irrigation. Those opposed to the project that we know of are 
those sections in brown. And where the attitude was unknown we left 
in blank. 

Mr. Frericn. I think we have the percentage worked out as to the 
different types of land in there L believe 50 percent is tribal, Indian, 
and trust patent land. Ten percent or approximately 11 percent is 
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submarginal land owned by the United States Government. 30-odd 
percent is fee patent land. Of course, the percentages for and 
igainst—we had that worked out at one time but I do not think |] 
have the figures here. 

Senator Corpon. Let us get some information with respect to 
whether there are contracts for repayment. 


CONTRACTS FOR REPAYMENT 


Mr. Curistrnson. No, there is not. The proposal and program has 
gone forward and follows the expressions made by landowners, 
prospective water users, on petitions which up to now have formed 
the basis for the way the Bureau has proceeded. 

Senator Corpon. My own judgment about it is that the Govern 
ment should have contracts indicating a contractual obligation before 
you spend the money. 

Mr. Curistinson. I might say further that there are petitions in 
preparation to be signed by water users and landowners for the cre- 
see of an irrigation district or districts. 

Senator Corpon. Of course, until you have your proposal on that 
you do not know whether you are going to have your districts or not. 

Mr. Curistinson. Only ‘by general expression of the people. 

Senator Cornon. This committee is confused. We have had expres 
sions for and we have had expressions against. There is one way you 
can answer it and that is to hold your election and determine whether 
you can organize a district. 

Mr. Rrstne. There has been one district formed on the south side 
of the river. 

Senator Corpvon. Where ? 

Mr. Ristne. Right near the diversion dam. 

Mr. Aprencren. The district shown is the N—Bar-N. 

Senator Corvon. Very well. Thank you gentlemen. 

Mr. Aprecoren. Mr, Chairman, I wonder if we might have placed 
in the record the Montana Reclamation Association resolution that 
appears at the bottom of my statement. I believe those telegrams 
should be inserted in the record, too. 

Senator Corvon. Without objection, the resolution and telegrams 
will be placed in the record. 

(The resolution and telegrams referred to follow :) 


MONTANA RECLAMATION ASSOCIATION RESOLUTION, MARCH 4, 1953 


Whereas the Missouri River diversion dam was authorized under the Flood 
Control Act of 1944 as part of the Missouri River Basin development plan: and 

Whereas the S2d Congress appropriated $2 million to begin construction of the 
Missouri River diversion dam located 14 miles below Fort Peck Dam near 
Frazer, Mont., which will ultimately irrigate approximately 100,000 acres in 
northeastern Montana: and 

Whereas this is of great economic value to farming and livestock industry 
Now, therefore, be it 

Resolved, That the Montana Reclamation Association, by its board of directors, 

rges the Congress to further appropriate the necessary funds to continue orderly 
construction of the Missouri diversion unit : we further 

Resolve, That a eopy of this resolution be forwarded to the Secretary of the 
Interior, the Commissioner of Reclamation, and to the Montana congressional 
delegation, 

D. P. FAsrick, President. 
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Wor PorNnt, Monr., 
E. W. Risine, 
Washington, D. C.: 

We urge you to use every means possible to impress Montana congress‘onal 
delegation and Appropriations Committees of Congress with importance of an 
appropriation for Missouri diversion dam so that construction may be started 
at once. 


Wor Pornt CHAMBER OF COMMERCE 


Wor PorNt, Monr., 
hb. W. Risrna, 
Washington, D. C.: 

We urge you to use every means possible to impress Montana congressional 
delegation and Appropriations Committees of Congress with importance of an 
appropriation for Missouri diversion dam so that construction may be started 
at once, 


Wor Pornt LIONS CLUB. 


Wor Point, Mont., May 13, 1953 
BE. W. Risina, 


Washington, D. C.: 
We urge you to use every means possible to impress Montana congressional 
delegation and Appropriations Committees of Congress with importance of an 


appropriation for Missouri diversion dam so that construction may be started 
at once. 


C. D. Funk, Mayor 


Wor Pornt, Monr., May 15, 1953 
BK. W. RISING, 
Washington, D. C.: 
Request from farmers and ranchers favoring the Missouri diversion project 
still being received by this organization. 
NorTHEAST MONTANA WATER DEVELOPMENT ASSOCIATION. 
Wm. B. McCrackKEN, Secretary. 


Giascow, Mont, May 12, 1953. 
BR. W. RIsiNna, 
Washington, D. C.: 


We wish to urge the Appropriation Committee to consider favorably the appro- 
priation for the Missouri diversion unit. The economy of this area will be con- 
siderably bettered with the availability of more irrigatable lands in eastern 
Montana. 

Yours very truly, 


BueL HAYWARD, 
Vavor, Citu of Glasgox. 


GLascow, Mont, May 13, 1953 
E. W. RISING, 
Washington, D. C.: 


We ask you to use your best influence on congressional Appropriation Com 
mittee and to solicit Montana Congressmen to impress upon them the importance 
of an appropriation for the Missouri diversion unit so that construction may 
be started without further delay. 

GLASGOW CHAMBER OF COMMERCE, 
By H. 0. MorGan, Manager 





1694 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


FRAZER, MONT., May 14, 1953. 
BE. W. RIsINne, 
Washington, D. O.: 

We strongly urge that you put forth every effort you can so that our Montana 
congressional delegation and the Appropriation Committee of Congress will 
realize the importance of an appropriation for the Missouri diversion unit be 
made available as soon as possible. 

FRAZER Lions CLup, 
Ervin FrAstT, President. 


s$ROCKTON, MoOnT., May 14, 1958. 
EK. W. RIsina, 
Washington, D. C.: 

The following men strongly urge you use every possible means to impress the 
Montana congressional delegation and Appropriation Committee with importance 
of an appropriation for the Missouri diversion dam so that construction may be 
started at once. 

ALVIN O., LIEN. 

C. J. SAMUELSON. 
R. D. Vaucnt. 
Ouiver M. LIEN. 


Osweeo, Mont., May 13, 19538. 
Ki. W. Risina, 
Washington, D. C.: 

It is very important to us in Oswego and its surrounding area that an appro- 
priation be made available as soon as possible for the Missouri diversion unit. 
Please do all you can to get action on this now. 

AuGuSsT KNAPP. 


CuLBERTSON, Mont., May 18, 1953. 
Kk. W. RIstine, 
Washington, D. C.: 

Use every means possible to impress on our Montana congressional delegation 
and Appropriations Committee of Congress with importance of appropriations 
for construction of the Missouri diversion dam. 

WILLIAM DRaLL. 


CULBERTSON, Mont., May 13, 1953. 
EK. W. RIstna, 
Washington, D. C.: 

We strongly urge use every means possible to impress Montana congressional 
delegation and Appropriations Committee of Congress importance of appropria- 
tion for construction of Missouri diversion dam. 

Moen Bros. 


Popiar, Mont., May 15, 1953. 
BE. W. RIsINna, 
Washington, D. C.: 

We strongly urge that you use every means possible to impress our Montana 
delegation and the Appropriations Committee of Congress with the importance of 
an appropriation for the Missouri diversion dam so that construction may be 
started at once, 

PorpLtaR CHAMBER OF COMMERCE. 


Mr. Curistinson. When we opened the meeting we were discussing 
expenditures. I have them here if you want them. 

Senator Corpon. Are they in shape so that we can put them in the 
record ¢ 





INTERIOR DEPARTMENT APPROPRIATIONS, 1954 1695 


Mr. Curistinson. No, they are not. 

Senator Corpon. You may furnish a tabulated statement for the 
record. 

Mr. Rising. Yes. 

Mr. Curist1nson. I also have found a difference in cost of the dam 
with and without powerplant and the cost of the pumping plant. 

Senator Corpon. Mr. Rising will go over that and prepare an appro- 
priate statement which will be made a part of the record in connection 
with this particular portion. 

Mr. Ristne. We will do that. 

(The information referred to follows :) 


Missourrt DIVERSION UNIT—MIssourrI River BASIN PROJECT 


Alternate diversion plan I 

Construction of Missouri diversion unit, as contemplated under plan I, would 
divert from the Missouri River, by means of the Missouri diversion dam at 
Little Porcupine Creek site, 22 miles downstream from Port Peck Dam. Approxi- 
mately 100,000 acres would be irrigated through a main canal on each side of the 
river and pumping plants for individual units served. A hydroelectric plant at 
the diversion dam would generate power for irrigation pumping units and 
commercial sale. The towns of Wolf Point and Poplar are to receive municipal 
water through the Missouri Canal on the north side of the river, and recreation 
and fish and wildlife conservation are also included in the plan. 


ilternate diversion plan II 

The Missouri diversion unit contemplated under plan II involves the con- 
struction of the Missouri diversion dam at the Little Porcupine Creek site 22 
miles downstream from Fort Peck Dam. The diversion dam would include no 
provisions for present or future power generation. Approximately 100,000 acres 
of land would be irrigated through a main canal on each side of the Missouri 
River, with relift plants for some of the individual units served. Power required 
for the unit pumping plants will, of necessity, be purchased from commercial 
sources. Municipal water is to be provided for the towns of Wolf Point and 
Poplar through the Missouri Canal on the north side of the river. Recreation 
and fish and wildlife conservation are also purposes of the plan. 

A/ternate diversion plan III 

Under plan III, diversion primarily for irrigation purposes is to be provided 
by pumping directly from the Missouri River. Neither a diversion dam nor a 
powerplant is contemplated. A pumping plant of 4 units would be located about 
114 miles south of Wolf Point. This puinping plant would lift water into the 
Missouri Canal which would in turn deliver water to a series of relift plants 
(essentially the same as under alternate plans) to serve lands on the north side 
of the Missouri River. The south side of the Missouri River would be served 
by small pumping plants. The portion of the Missouri Canal from the vicinity 
of Little Porcupine Creek to Wolf Point would be eliminated under this plan. 
Power for the pumping plants would have to be purchased from commercial 
sources. Provisions for municipal water are provided for Wolf Point and Poplar 
municipalities. Fish and wildlife benefits are slightly less than those proposed 
in alternate plans which include a diversion dam, and no recreation benefits 
are contemplated. 
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Alternative diversion plans 


Plan Il—Diver- | Plan II—Pumy 
sion dam, Little ing from Mis- 
Porcupine; souri River; 
no provision no diversion 
for future dam or power 
power plant 


Plan I—Diver- 
sion dam with 
powerplant 
at Little 
Porcupine 


lotal estimated unit cost $63, 953, 000 $54, 500, 000 $44. 200, OO 
Annual operation cost $472, 0OO $278, 000 $342, 000 
Annual energy required (kilowatt-hours 37, 000, 000 37, 000, 000 54, 000, 000 
Approximate acres irrigated 100, 000 100, 000 100, 00K 
Amortization capacity ifter paying operating 

costs, etc.) (per acre) $2. 22 
Benefit-cost ratio 1. 6-1.0 


Plan No. 1—This unit, as originally planned, consists of a diver- 
sion dam and the 18,000-kilowatt Little Porcupine powerplant on the 
Missouri River, a main canal, and facilities for the irrigation of ap 
proximately 100,000 acres in eastern Montana. Funds for the start 
of construction were provided in the fiscal year 1953 appropriation 
act. 

An initial construction contract for dam foundation stripping was 
awarded September 23, 1952, and completed in December. Contracts 
have been awarded for turbines, and the main dam contract is sched 
uled to be awarded in June 1953. 

As of April 30, 1953, $2,198,614 had been expended on the Missouri 
diversion unit, and unliquidated obligations of $401,704 were out- 
standing. Total obligations to April 30, 1955, were $2,600,318. 

Funds available for fiscal year 1953 are $2,024,477, of which $994, 
566 remained unobligated on April 30, 1953. Expenditures for fiscal 
year 1953 to April 30 were $646,789 (itemized below). 

The following major contracts have been awarded on the unit: 


Item Total value Cost to Apr. 30 


Eacavation, diversion dam ‘ ‘ $42, 133 
Hydraulic turbines 

Operator houses 

Topographic mapping 


Costs this fiscal year, under the $2 million program approved by Congress in 
the fiscal year 1953 act have been as follows: 
imount to 
Item Apr. 30,1953 
General services . £ ‘ a : $45, 481 
Engineering, field aa Z ; ; . 48, 785 
Designs and specifications 209, 147 
Major contracts——- - 5 z : : dais cS SRS 
Surveys, investigations, ete 165, 519 


J |) eens rr ‘ badttent 646, 789 


A change in plan for that part of the unit serving lands in North Dakota has 
been agreed upon, which reduces the estimated cost of the Missouri diversion 
unit from $126,665,000 to $63,953,000. The reduction in cost is obtained by the 
elimination of Medicine Lake Dam and Reservoir, and capacity in the main canal 
to serve North Dakota. 

Extensive investigations of the lands to be served in the Crosby-Mohall area of 
North Dakota have disclosed that they are not suitable for irrigation under pres- 
ent standards and that alternate lands can be reached more economically by 
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diversion from Garrison Reservoir in lieu of the Missouri diversion unit. Details 
of this change are contained in the revised plan for the Missouri-Souris divison 


Cost estimate comparison of two alternate plans 


powerpiant 


Missouri diversion dam, Little Poreupir te $8, 414, 000 

Wolf Point pumping plant 

Macon pumping plant ( 

Brockton Bench pumping plan 4, 630, 000 

Missouri Canal 15, 690, 000 

South Poplar Canal 000 

Wolf Point substation ) 

South Side Canal 5. 000 

Farm unit development 300, 000 

Little Porcupine power plant (termination of turbine contr 500, 000 

Little Porcupine switchyard for South Side I i 65, 000 

South Side substantion 000 

General property 2012, OOO 

Wolf Point municipal water supply 66, OOO 

Poplar municipal water supply § O00 9 
Wolf Point, Poplar area 131, 000 1, 830, 000 
Chelsea Bench area 2.3 000 2. 460. 000 
Poplar River area », 282, 000 2, 520, 000 
Poplar- Brockton area 730, 000 8 000 
Brockton area 13 7, 000 12, 04 100 
N Bar N area $52. 000 { ) 
Wapiti area 1, 000 1 

Fort Charles are 


11. 000 
a 372, 000 72. OOO 
Additional cost to Fort Pe prole 5 000 650. 000 


Total : 5 000 : 14. 200. 000 


Items eliminated from table on p. 674 of House hearings: 
Little Porcupine power plant less cost of terminationturbine 
contract : 3 i ; ee .. $7, 746, 000 
South Side pumping plant “ 133, 000 
Also, reduction in cost of Little Porcupine damesite 1, 574, 000 


py | Saha ie ae = , ‘ 9, 453, 000 
Tota! for comparison with table in House hearings- -- _... 63, 953, 000 


Mr. RIsInG. Now, before we close, I have be fore me Y pages at- 
tached to my original statement in relation to the tenth item on our 
list. I would like to submit that for the record and also the state- 
ment that Mr. H. L. Buck, manager of the Commercial Club of Bill- 
Ings, Mont., who was here a few days ago, he could not remain to testify 
but he left a statement which he wishes to have put in the record. 
Also, I would like to place in the record a statement of the Montana 
Water Conservation Board. 

Senator Corvon. Those documents may go in the record. 

(The documents referred to follow :) 


CONTINUATION OF STATEMENT OF E. W. RISING 


Unit 10.—Mr. Chairman, we ask your favorable consideration of our re 
quest for an appropriation of $1,500,000 to purchase right-of-way for the Yellow 
tail Dam and Reservoir. May we insert in the record, without reading, five 
paragraphs of information justifying this request, prepared by the Bureau of 
Reclamation as follows: 
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“The Yellowtail Dam will be located at the mouth of the Bighorn Canyon, 45 
miles southwest of Hardin, Bighorn County, Mont. Yellowtail Dam will provids 
a reservoir with a capacity of 1,375,000 acre-feet. The dam will regulate runoft 
for irrigation, flood control, power generation, and other uses. All water ré« 
leases except spillway discharges will be made through the power plant, at the 
toe of the dam, which will have an installed capacity of 200,000 kilowatts. 

“The Yellowtail unit is a multiple-purpose development principally for irri 
gation, flood control, and electric power. Early completion is important 
all of these purposes. The current situation with respect to certain strategic 
minerals, of which supplies are located within range of Yellowtail power, and 
for which its power is a prerequisite, adds particular urgency to the development 
now. 

“Chrome is a prime example. The only significant deposits of chrome in the 
United States are near the plant. Low-cost power is essential to an economic 
development of the resource. Chrome is now in short supp'y; and should foreign 
sources be endangered or cut off, essential military and civilian production 
would be endangered unless plants for processing Montana ore are operating 
Tungsten, nickel, and molybdenum are also found in the Yellowtail area. Their 
development, made feasible by low-cost power, would add significantly to the 
strength of the Nation’s metal economy. 

“Montana also needs more irrigated land. It cannot provide itself with suf 
ficient hay and alfalfa to carry its livestock, nor has it means to provide adequate 
dairy products or vegetables without irrigation. A severe winter reduces live- 
stock numbers or requires the importation of feed. <A protracted drought period 
completely wipes out all agriculture in the area of drought. 

“Because the Yellowtail unit will provide not only river control but low-cost 
hydroelectric pumping power, it is virtually indispensable to development of the 
44,000 acre Hardin unit located along the Bighorn River, as well as numerous 
proposed pumping units along the Yellowstone, Tongue, and Powder Rivers com- 
prising an irrigable area of approximately 180,000 acres,” 


ror 


Mr. Cuarrman. Three witnesses appeared at the hearings held on 
April 2, 1953, before Interior Subcommittee of the Committee on Ap 
propriations of the House in support of a request for an appropriation 
to purchase right-of-way from the Crow Indians. (See pp. 673 to 680 
of the House hearings. ) 


One of these statements was by Mr. Merrill E. Shoup, president of the Holly 
Sugar Co., owners of a $7%-million sugar-beet processing plant at Hardin, Mont 
This plant is not now operating profitably, because of insufficient acreage of irri 
gated land in the area to permit farmers to grow a large tonnage of sugar beets 
under rotation methods. 

Mr. Shoup pointed out that Montana needs a sugar industry—beets encourage 
a desirable system of farming, and the feeding of livestock on the farm. Sugar 
factories offer an important factor in the economy of an area, providing employ 
ment to persons engaged in farming when seasonable operations have been 
tinished. 

The second witness was Mr. Bert W. Kronmiller, attorney of Hardin, Mont., 
who stated that the prompt construction of the Yellowtail unit would be of great 
henefit to Indian landowners, particularly fractional ownerships as the increased 
value of land that can be placed under irrigation would permit sale of titles to 
these fractional ownerships. Mr. Kronmiller also called attention to the record 
of 10-year drought cycles which prevail in southeastern Montana. 

The third witness was Mr. Herb L. Buck, secretary of the Commercial Club of 
Billings, Mont., who filed a statement prepared by Mr. George Lackman, president 
of the Montana State Association of Electric Cooperations, showing that these 
organizations require 106,680 kilowatts of additional power by 1957. Mr. Buck, 
not having the opportunity to testify before this committee, prepared a statement 
which, Mr. Chairman, I would like to have placed in the record, as further jus 
tification for the appropriation of $1,500,000 for purchase of the right-of-way for 
the Yellowtail Dam and Reservoir. 

Mr. Chairman, on behalf of the State water conservation board, the north- 
east Montana water-development project and sponsors of the lower Marias, diver- 
sion dam unit and the Hardin-Yellowtail unit, I thank you for the privilege of 
presenting our views and program for development of projects in Montana. 
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STATEMENT or H. L. Buck, BILLtnes, Mon’. 


Mr. Chairman, my name is H. L. Buck. I am the manager of the Commercial 
Club of Billings, Mont. I am appearing before your committee for the purpose 
of urging you to make an appropriation of $1,500,000 to enable the Bureau of 
Reclamation to expedite purchase of right-of-way for construction of the Yellow 
tail Dam and Reservoir, which is the first unit of this project to be constructed 

The people of the Billings area consider that the early construction of the 
Hardin-Yellowtail unit of the Missouri River Basin project is essential in the 
economy of southeastern Montana. Montana needs more irrigated land as we 
cannot otherwise be certain of having a sufficient quantity of hay and alfalfa to 
carry our foundation livestock. We also need a substantial increase in supply of 
vegetables which can only be provided by irrigating additional land 

Approximately 44,000 acres of dry land near Hardin, Mont., will be irrigated 
by water impounded in the dam. The placing of such land under irrigation will 
vastly increase its value and productivity, to the benefit of the owners and farm 
ers involved, the State of Montana and the Nation as a whole. In addition, the 
Yellowtail Dam will provide the power necessary for pump irrigation of some 
180,000 additional acres of land along the Little Big Horn, Tongue, Powder, anc 
Yellowstone Rivers. There is a pressing need in these valleys for power for 
pump irrigation. Thus, the irrigation of approximately 225,000 additional acres 
of land will be possible as a result of the construction of the Yellowtail Dam 

The placing of this large additional acreage of land under irrigation will result 
in a tremendous contribution to the Nation’s production of food and fibers. The 
importance of placing additional land under irrigation is underscored by the fact 
that, if present population projections by the Bureau of the Census are realized, 
by 1975 the United States will have 190 million people and will need the food 
from 150 million more acres of land than are under cultivation today. 

Many strategic minerals are located within range of delivery of Yellowtail 
power and this adds particularly to the urgency for this development. For 
example, the only significant deposits of chrome in the United States are near 
Yellowtail power site. Chrome is now in short supply and should foreign sources 
be cut off, military and civilian production would be curtailed if facilities for 
processing Montana ore are not provided. Tungsten, nickel, and molybdenum are 
also found in the Yellowtail area and their development would be feasible with 
Yellowtail power. 

One of the first steps in the construction of the Yellowtail Dam is the purchase 
of right-of-way from the Crow Indians. 

The dam itself and a large portion of the reservoir will be located on Crow 
Indian tribal lands. On the other hand, numerous tracts of land to be irrigated 
from the completed project will consist of lands allotted to individual Crow 
Indians. A large number of these Indian allottees are now deceased. Conse 
quently, such deceased allotments are now owned by the decedents’ heirs, and, 
in many cases, by the heirs of deceased heirs. Because of this situation, a large 
number of the members of the entire tribe are owners of undivided fractional 
interests in these allotted lands. Already many of these living heirs have made, 
and are now in the process of making, applications to sell such dead Indian allot 
ments. These fractional Indian owners fully recognize the fact that if initial 
funds are made available for the commencement of the Yellowtail project, lands 
susceptible to irrigation will immediately increase in value which has resulted 
therefrom because of the present demand by purchasers for irrigated lands. 

Second, as a further result of the demand for irrigated lands by tenant farmers, 
the Indian landlord of the present generation fully comprehends the value of the 
increase in income to himself in the leasing of productive irrigated lands over 
that of leasing the same lands which were formerly arid 

Third, I call your attention to the fact that the Crow Indian is a native of 
the area. By experience, he recognizes the existence of the 10-year drought 
cycle which prevails in southeastern Montana. During the recent winter months, 
many members of the Crow Indian Tribe have reminded me that the time 
had arrived for the beginning of another drought cycle, which would result in 
an increased demand by tenant farmers for leasing of Indian irrigated lands 

Because of these features of local existing conditions, the acquiring of right- 
of-way for the proposed location of Yellowtail should be accomplished im- 
mediately. 

The Crow Tribal Council has made a demand of $6 million for the dam site. 
Last year the Secretary of the Interior made a proposal to recommend the appro- 
priation of $1,500,000 for purchase of the reservoir site. The offer has not been 
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accepted. In fact we believe it impossible to obtain serious consideration on 
the part of the Indians without funds available to complete the purchase. 

I wish to incorporate in my statement a resolution adopted in December 1952 
by the Big Horn County Chamber of Commerce, Hardin, Mont., reading as 
follows: 

“BIG HORN COUNTY CHAMBER OF COMMERCE 


“Whereas it appears from the reports of the United States Department of the 
Interior that the construction of the Yellowtail Dam and project in Big Horn 
County, Mont., is necessary and feasible for the purpose of developing electric 
energy, for the purpose of flood control and for the purpose of irrigating arid 
lands susceptible to irrigation in Big Horn County, Mont.: and 

“Whereas it appears that all of the engineering features required pre 
liminary to the construction of said project has been performed and that further 
progress in the construction of said project is stalemated because of lack of funds 
which have not been appropriated for the purpose of proceeding further with 
the construction of said project and the acquiring of the right-of-way for the 
same ; and 

“Whereas it appears it is necessary for further progress on said project 
to secure sufficient funds to purchase or otherwise acquire the rights-of-way 
for said project: Be it 

“Resolved, That a request be, and the same is hereby, made to the Congress of 
the United States for an adequate appropriation of money by the Congress for 
the purpose of acquiring outright rights-of-way from the Crow Tribe of Indians 
of Montana in such amount as has been fixed by the United States Department 
of the Interior; that proceedings be had to include such appropriation in the 
present fiscal budget of the United States, and that all necessary proceedings 
be had to activate said project at once. 

“Passed and adopted by the Big Horn County Chamber of Commerce of Big 
Horn County, Mont.” 

The people I represent concur 100 percent in the resolution. 

Present status of unit.—The Hardin-Yellowtail unit was authorized in De 
cember 1944 as a division of the Missouri River Basin project. Construction 
funds have not been provided for three reasons: 

1. Urgent need for funds for the immediate construction of Canyon Ferry 
Reservoir now nearing completion. 

2. By time required to make surveys, drill dam site, and prepare a definite 
plan report which has been completed and approved. 

3. By need for securing right-of-way from Crow Indians. 

We must all recognize the necessity of reducing Federal expenditures and 
balancing the Federal budget. I firmly believe, however, that the reduction in 
expenditures necessary to accomplish these objectives should be in operating 
expenditures and not in capital-improvement items. Projects such as the 
Yellowtail represent an investment necessary to the future welfare of the 
Nation. It is my belief that the Congress should move steadily forward with 
the construction of selected projects of demonstrable worth such as the Yellow- 
tail, and I, therefore, request on behalf of the people of southeastern Montana 
that you recommend the appropriation of $1,500,000 to enable the Department 
of Interior to proceed to acquire right-of-way for Yellowtail Dam and Reservoir 
The early construction of this unit is required, as previously stated, in the 
development of up to 225,000 acres of land in southeastern Montana. 


WATER-CONSERVATION PROGRAM, STATE OF MONTANA 


In the 1930's, depression and drought hit Montana at the same time. Mon 
tana was not prepared for either. Hosts of Montana’s citizens were compelled 
to sacrifice their lands, their livestock, and even their household effects and 
migrate to other areas in the hope of making a fresh start. Montana had failed 
as a State to conserve the precious water that ran to waste in its streams. 

Widespread unemployment resulted and the application of available labor to 
build projects of a regenerative nature was needed. The State water-conserva 
tion board was created in 1934 to carry on such a program. 

The State water-conservation board’s principal program has been the con- 
struction of irrigation projects; however, it has also furnished engineering for 
the construction of 10,108 miles of rural-electrification lines to serve 12,774 cus- 
tomers and has engineered and supervised the building of structures and other 
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work for many districts and private irrigation companies in the State 

State water-conservation board constructed a total of 173 projects which in- 
cluded 135 small reservoirs providing storage for 410,705 acre-feet. Direct 
diversions from works constructed by the board provided additional 218,972 
acre-feet of water from natural flow. This storage and water diversion provides 
a full water supply for 133,294 acres and a supplemental supply to 252,920 acres 
of land. 

The total cost of these projects has been $16,820,584, of which more than 
$10 milliion has been provided by direct appropriation of the legislature and 
from sale of revenue bonds. 

Mr. Rising. Thank you very much. 


} 1] 


Senator Corpon. Congressman Edmondson, from Oklahoma. 


ADMINISTRATIVE Expenses ror Payment or Creex InpIAN TRIBAL 
iy NDS 


STATEMENT OF HON. ED EDMONDSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OLKAHOMA 


GENERAL STATEMEN'’I 


Representative Epwonpson. Mr. Chairman, I am Ed Edmondson, 
a Member of Congress from the Second District of Oklahoma. I am 
grateful to the committee for this opportunity tO appear before you 
and to read a brief statement from Senator Kerr in behalf of an 
amendment which he is urging on the committee which would in- 
corporate an item of $200,000 in the Interior Department appropri: 
tion bill to provide for administrative expen in making pa‘ 
of Creek tribal funds now on cle po it in the Un ted States lreasury 
to members of the Creek Nation who are entitled to those payments. 


COMMUNICATION OF SENATOR I R 


I think I can read Senator Kerr’s statement in about 3 minutes and 
cover my remarks in about 2 minutes. This is the statement of Sena 
tor Kerr. 

Gentlemen of the committee, the proposed draft of an amendment to the In- 
terior Department bill has for its purpose the distribution of Creek tribal funds 
now on deposit in the United States Treasury to the members of the Cree 
Nation of Oklahoma entitled to share therein. 

In the Third Supplemental Appropriation Act, 1952, S2d 
101), Congress appropriated $600,000 in payment of a judgment recovered by 
the Loyal Creek Indians who lost their property during the Civil War. A roll 
of these Indians entitled to share in this judgment rendered by the Indian 
Claims Commission was prepared in 1904, when a partial payment was made 
to these Creek Indians. However, this roll will have to be brought up to date, and 
the heirs of the deceased Indians determined before the judgment money can be 
paid to the individuals entitled to share therein. 

Approximately 100 Creek Indians never received the equalization of allot- 
ment payments authorized to be made to them by Congress under the provisions 
of the act of June 31, 1919 (41 Stat. 21). This payment will require the dis- 
bursement of over $100,000 of Creek tribal moneys to complete this payment. 
Sufficient moneys belonging to the Creek Nation of Oklahoma are now on 
deposit in the United States Treasury to complete this payment. A determina 
tion of the heirs of deceased Creek Indians entitled to this payment is necessary 
before this payment can be completed. 

The Creek Nation now has on deposit over $600,000 which it desires to have 
distributed to the persons whose names appear on the final Creek rolls, closed 
as of March 4, 1907, under provisions of the act of April 26, 1906 (30 Stat. 1906) 


Congress (660 Stat 
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It is necessary to determine the heirs of those enrolled Creek Indians who have 
since died, before this per capita payment can be made. 

It is estimated that $200,000 will cover the administrative expenses necessary 
to enable the Interior Department to make the above payments; and it is 
therefore requested that Congress authorize the above payments to be made, 
and to provide an appropriation of $200,000 for the administrative expenses to 
make the above payments. 

I am advised that the Interior Department would have no objection to this 
legislation. 


That concludes the statement of Senator Kerr on this point. 
(The proposed amendment referred to follows :) 


CREEK NATION OF INDIANS—LOYAL CREEKS AND FREEDMEN—DRAFT OF PROPOSED 
LEGISLATION FOR INCLUSION IN THE INTERIOR DEPARTMENT APPROPRIATION 
Act, 1954 


Title.—To provide for the distribution of funds belonging to the members of 
the Creek Nation of Indians, and for other purposes. 

{ppropriation.—For necessary expeuses incident to the distribution of funds of 
the Creek Nation and the Loyai Creeks and Freedmen, as hereinafter provided, 
$200,000, to remain available until expended. 

SecrTion 1. Authorization.—Notwithstanding the provisions contained in the 
Interior Department Appropriation Act, fiscal year 1923 (42 Stat. 552), and the 
Deficiency Appropriation Act, fiscal year 1934 (48 Stat. 1021), the Secretary of 
the Interior is authorized and directed— 

(a) Equalization.—To complete the equalization payments to those per- 
sons entitled thereto pursuant to section 18 of the act of June 30, 1919 
(41 Stat. 21). 

(b) Per Capita.—To distribute per capita to those members of the Creek 
Nation whose names appear on the final approved rolls of the Five Civilized 
Tribes, any and all founds now or hereafter credited to the Creek Nation in 
the United States Treasury, after providing for the equalization payments 
authorized herein, and excepting amounts of Creek tribal funds heretofore or 
hereafter authorized or designated by Congress or the Secretary of the 
Interior for other specific Creek tribal purposes. 

(c) Loyal Creeks and Freedmen.—To distribute the funds appropriated 
by the Third Supplemental Appropriation Act, 1952, 82d Cong. (66 Stat 101), 
to those Loyal Creeks and Freedmen whose names appear on the payroll 
prepared in 1904, under the direction of the Secretary of the Interior, by 
J. Blair Shoenfelt, United States Indian Agent, on a pro rata basis in pro- 
portion to the amounts appearing opposite their names on the said payroll. 

SectTion 2. General.—The shares of all deceased persons shall be paid to their 
legal representatives, heirs, or devises. If the decedent died prior to January 1, 
1898, distribution of the share shall be in accordance with the Creek tribal law: 
if the decedent died on or after January 1, 1898, but prior to November 16, 1907, 
such distribution shall be in accordance with the statutes of descent and dis- 
tribution of the State of Arkansas, as then in effect: and if the decedent died on 
or after November 16, 1907, such distribution shall be in accordance with the 
statutes of descent and distribution of the State of Oklahoma, as effective on the 
date of death. For the purposes of distribution hereunder, a decedent shall be 
deemed to have died owning and possessed of his share. 

Before payment is made to the heirs or devises of any deceased person, proof 
of death and heirship satisfactory to the official in charge of the affairs of the 
Five Civilized Tribes shall be submitted to him and his finding upon such proof 
shall be final and conclusive. 

All payments hereunder shall be made directly to living claimants or to the 
legal representatives, heirs, or devisees of deceased claimants, except that pay- 
ments due to adults under legal disability. or to minors, shall be made as directed 
by the Secretary of the Interior or his duly authorized representatives. No money 
paid to Indians under this act shall be subject to any lien or claim of attorneys 
or other persons, and such distribution shall not be taxable. 


TOTAL AMOUNT OF PAYMENT 


Senator Corvon. What is the total amount of payment? 
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Representative Epmonpson. As I gather it, the sums now in the 
United States Treasury are approximately $1.3 million in all. That 
is two $600,000 items and a $100,000 item. 

In addition to that, the Creek Indians have recovered judgment of 
$1.7 million, which is on appeal on the sole question of the division 
of it between the Oklahoma Indians or between Oklahoma and Caro 
lina Creek Indians. So that is an additional sum that will be neces- 
sary to distribute, bringing, I would say, the total to over $3 million 
involved in the payments for which mone y is either available or for 
which there has been a judgment rendered. 

Now there is other litigation pending, involving many additional 
millions of dollars for the Creek Indians which, in the event a Selina 
is secured, as their attorneys are confident it will be secured, this 
particular amendment bringing tribal rolls up to date would also ap 
ply on that other potential judgmen it. 

I would like to take the opportunity to associate myself with the 
fine statement of Senator Kerr in behalf of this recommended amend 
ment, and while I think the statement of Senator Kerr has covered the 
picture perfectly, I believe it should be emphasized that the last roll 
prepared for this tribe was in 1904 to 1907. It should be obvious that 
this roll will not meet the present-day requirements for the distribu 
tion of the large sums of money due this tribe. 

I urge that the members of the committee make it possible to take 
care of this obligation as expeditiously as it is feasible todo. By law 
we have required that this money must be distributed by the Interior 
Department, rather than by tribal officials themselves. Certainly it is 
not fair or reasonable to enact legislation preventing them from han- 
dling this job themselves, and then to fail to appropriate the money 
the carry out the duty ourselves, which we have placed upon the In- 
terior Department. 

Senator Corpon. Could they do it themselves? 

Representative Epmonpson. Let me say this: They would be willing 
to undertake it. There might be a difference of opinion as to whether 
they could do it without having full access to and the use of th 
Interior Department records and files that they have in their custody. 
It certainly would be a tremendous undertaking for them to come in 
and become familiar with the mechanics of handling those rolls and 
the many files that they have involving deceased Indians and their 
heirs. 

Senator Corpnon. If the Congress has directed the job to be done by 
the Department of the Interior, it certainly ought to furnish the 
Department of the Interior funds with which to do it. 

Representative Epmonpson. The Department of the Interior as- 
sisted in the preparation of this amendment. They stated that they 
do not have the money to do it. 

Senator Corpon. I take it then there was no application made to the 
Bureau of the Budget for this item and it is not in the budget? 

Representative Epmonpson. Senator, I regret to state that this 
matter did not come to my attention until about 3 weeks ago. Iama 
new Member of Congress and I was not acquainted with the problem. 
As soon as it was brought to my attention I got in touch with Senator 
Kerr. He was very helpful and cooperative in attempting to get it in. 
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The Interior Department appropriation was already out of the House’s 
hands before I was able to get anything prepared on it. 

Senator Corvon. I am curious that it would go this long without 
something being done about it. 

Representative EpmMonpson. Yes. 

Senator Corvon. That is proof of the fact that what is everybody’s 
business is nobody’s business. 

Representative EpMonpson. That is true. 

I do appreciate very much the consideration of the committee. ] 
know that Senator Kerr joins me in that expression. 

Senator Corpvon. Thank you. 

Representative Epmonpson. I realize the problem before you on that 
If it is possible to get anything done at this time, we certainly hope 
it will be done. If it is not, we will try to get it in on the next go 
around. 

CROW INDIAN RESERVATION, MONT. 


STATEMENT OF ROBERT YELLOWTAIL, TRIBAL COUNCIL 
CHAIRMAN 


REMOVAL OF YELLOWTAIL DAM FROM APPROVED PROJECT LIST 


Senator Corpon. Do you want to be heard, Mr. Yellowtail? 

Mr. YetLtowraiw. Mr. Chairman, I am interested in the statements 
that have been made by the gentlemen that addressed this committee. 
I have here a statement by Congressman D’Ewart, concerning the 
Yellowtail Dam on the Crow Indian Reservation. Much has been 
said about this and we are now in the process of preparing a bill, 
Senator Cordon, to have the Senate Public Works Committee remove 
the Yellowtail Dam from the list of approved projects under the Flood 
Control Act, under section 9, subsection (c). That bill is in the process 
of being drafted by the Senate bill experts in the basement of the 
Senate building. 

I am prepared to argue that case against all of the Montana repre- 
sentatives that have appeared here over the years but I do not know 
whether that is in order here. I would like to call the attention of this 
committee to the fact that the Crow Tribe, of which I am the tribal 
council chairman, has repeatedly gone on record, as Senator Cordon 
will bear me out, against this project when the matter was being dis- 
cussed 2 or 3 and 4 years ago in the Appropriations Committee room. 


LEGAL OPINION 


I wish to point out to the Senate Subcommittee on Interior Appro- 
priations at this time that I have here an opinion, a legal opinion, by 
Mastin G. White the outgoing solicitor of the Interior Department, 
which is very illuminating. Would I have time to read this? 

Senator Corpon. How long is it ? 

Mr. Yetiowrat. It is about three pages. 

Senator Corpon. Can you give us the substance of it ? 

Mr. YetLtowraL. The last paragraph probably gives us the sub- 
stance. 
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Senator Corvon. The whole opinion will go in the record at this 
point, Mr. Yellowtail. You may read us the last paragraph, if you 
will. 

Mr. YeLLowralL (reading) : 


In its essence, a condemnation preceeding involves the taking of land against 
the will of its owner, or irrespective of the owner’s consent. Since any further 
irrigation developments on the Crow Indian Reservation are contingent, under 
present law, upon securing the consent of the Crow Indians, it is my opinion 
that the tribal lands needed for the Yellowtail Dam and Reservoir site cannot 
be acquired by means of condemnation proceedings. 


(The entire opinion referred to follows :) 


CONDEMNATION OF INDIAN LANDS NEEDED FOR THE YELLOWTAIL DAM RESERVOIR 
SIT! 


CROW INDIAN TRIBE INDIAN ALLOTTED LANDS—INDIAN TRIBAL LANDS 


Indian allotted lands required for the Yellowtail project can be condemned in 
accordance With the provisions of section 3 of the act of March 3, 1901, which 
subjects such lands to condemnation for public purposes in the same manner 
and to the same extent as lands owned in fee. 

The Indian tribal lands needed for the Yellowtail dam and reservoir’ site can- 
not be condemned, because the Yellowtail project would be constructed within, 
and would provide for the irrigation of approximately 21,500 acres of Indian- 
owned land situated within, the exterior boundaries of the Crow Indian Reser 
vation, and Congress has prohibited any further irrigation developments on 
the reservation without the consent of the Crow Indians. 


DEPARTMENT OF THE INTERIOR 


Orrice OF THE SOLICITORS 


Washington 25, D. C. 
OcToBER 27, 1952. 
MEMORANDUM 
To: The Secretary. 
From: The Solicitor. 
Subject: Condemnation of Indian lands needed for the Yellowtail dam and 
reservoir site. 

You have requested that I express an opinion on the question whether it is 
possible under existing legislation to condemn the Indian lands that are needed 
for the proposed Yellowtail dam and reservoir site. 

The proposed Yellowtail dam site is located in secs. 18 and 19, T. 6 S., R. 31 E., 
Montana meridian. The dam would be constructed across the Big Horn River 
about three-fourths of a mile above the mouth of Big Horn Canyon, which is 35 
miles southwest of Hardin, Mont. The Yellowtail Reservoir would extend south 
from the dam site along the Big Horn River bed to the vicinity of Kane, Wyo., a 
distance of about 72 miles. Approximately 42 miles of the length of the reservoir 
would thus lie within the exterior boundaries of the Crow Indian Reservation. 

The dam site would consist entirely of Crow tribal land, and so would the 
reservoir site, except for one 40-acre Indian allotment. A total of 1,033.27 acres 
of allotted Indian land would be required for the camp site to be established in 
connection with the construction of the Yellowtail project. In all, 6,846.67 acres 
of tribal and allotted land would be required for the Yellowtail project, which 
is described as one having multipurpose features, among which are included 
flood-control, irrigation, and power development.’ 


I 


Under the provisions of section 3 of the act of March 3, 1901 (31 Stat. 1084, 
25 U. S. C., 1946 ed., sec. 367), allotted Indian lands are subject to condemnation 
for public purposes in the same manner and to the same extent as lands owned 


1 See Missouri River Basin Investigations Staff, Billings Area Office, Bureau of Indian 
Affairs, Billings, Mont., Rept. No. 107 (August 1950). 
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in fee. Consequently, the Indian allotments required for the Yellowtail proje 
may be condemned in accordance with this section. 

Except for the act of May 10, 1926 (44 Stat. 498). which authorizes the cor 
demnation of the lands of the Pueblo Indians of New Mexico “for any public pur 
pose and for any purpose for which lands may be condemned under the laws of 
the State of New Mexico, * * *” there is no legislation which in specific tern 
authorizes the condemnation of Indian tribal lands. 

It has heen suggested, however, that Indian tribal lands may be condemne: 
pursuant to section 1 of the act of August 1, 1888 (25 Stat. 357, 40 U. 8. C., 194¢ 
ed., sec. 257), which provides in part as follows: 

“In every case in which * * * any * * * officer of the Government has beer 
or shall be, authorized to procure real estate for the erection of a public building 
or for other public uses he shall be authorized to acquire the same for the United 
States by condemnation, under judicial process. Whenever in his opinion it i 
necessary or advantageous.to the Government to do so * * *” 

Section 7 of the Reclamation Act of June 17, 1902 (32 Stat. 289, 48 U. S.C 
1946 ed., sec. 421), has also been suggested as a more specific source of authorit) 
for the condemnation of Indian tribal lands needed for reclamation projects 
This section reads in part as follows: 

“Where, in carrying out the provisions of this act it becomes necessary to ac 
quire any rights or property, the Secretary of the Interior is authorized to acquire 
the same for the United States by purchase or by condemnation under jidicial 
proceess, and top pay from the reclamation fund the sums which may be needed 
for that purpose * * *,"’2 

Different law officers of this Department have apparently entertained different 
views with respect to the question whether Indian tribal lands can be condemned 
under legislation which, in general terms, provides for the condemnation of land 
but which does not specifically refer to Indian tribal lands. For example, Act 
ing Solicitor Kirgis in 1986 and Acting Solicitor Cohen in 1945 were seemingly 
doubtful that such legislation provided the authority for the condemnation of 
Indian tribal lands.’ On the other hand, Solicitor Gardner in 1943 took the posi 
tion that Indian tribal lands could be condemned under statutory provisions 
which authorized the Secretary of War, in general terms, to institute condemna 
tion proceedings for the acquisition of “the necessary lands” or “any real prop 
erty” required for certain purposes.‘ 

For the reason discussed below, I do not believe that it is necessary in the 
present instance to express an opinion on the general question whether Indian 
tribal lands needed for a reclamation project can be condemned under section 1 
of the act of August 1, 1888, supra, or under section 7 of the Reclamation Act 
supra. 

The construction of the Yellowtail project would result in the irrigation of 
approximately 44,000 acres of land which cannot now be irrigated. Of this 
acreage, approximately 21,500 acres are Indian-owned lands situated within the 

exterior boundaries of the Crow Indian Reservation. Hence 49 percent of the 
lands to be irrigated are Indian-owned lands within the reservation.® 

The Crow Indians complained for a long time that the Government provided 
for them irrigation developments which thev did not want, Congress finallv 
heeded this complaint by declaring that no further irrigation construction work 
shonld be undertaken on the Crow Indian Reservation without the consent of 
the Crow Indians. Thus, it was provided in section 8 of the act of June 4. 1920 
(41 Stat. 751, 753), that “no additional irrigation svstem shall he established 
or constructed by the Government for the irrigation of Indian lands on the Crow 
Reservation until the consent of the tribal council thereto has heen duly obtained.” 










































2Tt should be noted, however, that the reclamation fund is no longer available unless 
specifically anpropriated by Congress See sec. 16, act of August 18, 1914 (39 Stat. 690 
43 U.S. C., 1946 ed., sec. 414). 

* See memorandum dated July & 1986, from Acting Solicitor Kircis to the Commissioner 
of Indian Affairs, and statement made to the Senate Committee on Indian Affairs on Octoher 
9. 1945 regarding S. J. Res. 79, 79th Cone., by Acting Solicitor Cohen, who is the author 
of the Handbook of Federal Indian Law (Washington. 1942) 

* See letter dated June 29, 1943, relatine to proceedings for the condemnation of an area 
of trihal land which was part of the Fort Hall Indian Reservation in Idaho for the 
Pocatello Air Base. It was stated in the letter that “the Solicitor (referring to Solicitor 
Gardner) does not believe that there can be any successful challenge to the lecal authority 
of the United States to condemn tribal lands for a wartime need.” under statutory provisions 
thet are now codified »s 10 T. S. C.. 1946 ed, see 1248b and SOT. S. C.. 1946 ed. see 171 

5’ See telegram dated October 16, 1952, from Billings office of Burean of Reclamation to the 
Commissioner of Reclamation See also Senate hearings on Interior Department appropria 
tion bill for 1950, pt. I, p. 1007 
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This prohibition was repeated in virtually identical terms when section 8 of the 
1920 act was amended by the act of May 26, 1926 (44 Stat. 658, 660) Moreover, 
an even broader prohibition of a similar character was enacted in section 9 of the 
act of June 28, 1946 (60 Stat. 333, 336), which provides in part as follows: 

“No further construction work on the Crow Indian Reservation shall be under 
taken by the United States without the prior consent of (1) the Crow Tribe, 
(2) the irrigation district or districts affected, and (3) the Congress of the 
United States * * *. The consent of the Crow Tribe shall be obtained by a 
majority vote of the general council of the tribe expressed at a duly convened 
meeting * * *.” 

It will be noted that the prohibitions contained in these statutes are suf 
ficiently broad in scope to cover the construction of the proposed Yellowtail 
project. The prohibition in the 1920 act, as amended by the 1926 act, is upon 
the construction of any “additional irrigation system for the irrigation of Indian 
lands on the Crow Reservation” (approximately 29 pereent of the lands to be 
served by the Yellowtail project would be “Indian lands on the Crow Reserva- 
tion’) ; and the prohibition in the 1946 act is upon “further construction work 
on the Crow Indian Reservation * * * by the United States’ (the Yellow 
tail Dam would be constructed “on the Crow Indian Reservation * * * by the 
United States’’) 

The 1946 prohibition upon further construction work on the Crow Indian 
Reservation by the United States without the consent of the Indians was adopted 
by Congress subsequent to the approval by Congress, in section 9 of the Flood 
Control Act of December 22, 1944 (58 Stat. 887, 891), of the plans of development 
for the Missouri River Basin that included the Yellowtail project.” Therefore, it 
seems clear that the approval of the plan for the Yellowtail project was there- 
after qualified by and made subject to the prohibition contained in section 9 of 
the 1946 act. 

Moreover, section 9 (c) of the Flood Control Act of 1944 expressly provides that 
“irrigation of Indian trust and tribal lands shall be in accordance with the laws 
relating to Indian lands.” Among these laws are, of course, the provisions of 
section 8 of the 1920 act, as amended in 1926, and of section 9 of the 1946 act, pro- 
hibiting further irrigation developments on the Crow Indian Reservation without 
the consent of the Crow Indians. 

In its essence, a condemnation proceeding involves the taking of land against 
the will of its owner, or irrespective of the owner’s consent. Since any further 
irrigation developments on the Crow Indian Reservation are contingent, under 
present law, upon securing the consent of the Crow Indians, it is my opinion 
that the tribal lands needed for the Yellowtail Dam and Reservoir site cannot 
be acquired by means of condemnation proceedings. 

Mastin G. Wurtr, Solicitor. 


CLOSING OF SALOONS 


Mr. YeLttowrarit. Now, Senator Cordon, and Senator Dworshak, it 
is a privilege to come here before you gentlemen who have this matter 
under your control, so to speak, to point out to you that on the Crow 
Indian Reservation we have this one power site on the Big Ben River, 
43 miles south of the town of Hardin, Mont. That was on the Crow 
Indian Reservation. While I was Superintendent of the Crow Indian 
Reservation I enforced the Indian liquor laws and closed up the stocks 
of the saloons in Hardin, Mont. Immediately after I did that, the 
United States attorney, of course, under his sworn oath of office, had 
to go along with me. We proceeded to confiscate the stocks of Hardin 
saloons at Hardin. To my surprise—you men will be surprised— 
everybody, including the ministers of Hardin, petitioned the Congress 
to pass a bill to remove them just outside the sae ation. Those are 
things, of course, that are unpleasant to talk about. 


*That section approved, among other things, the plans contained in 8S. Doe. 191, 78tb 
Cong., which included the Yellowtail project 
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INCREASED COSTS OF DAM 


Now Hardin, of course, figures they have a bonanza if the Yellow- 
tail Dam is built. The Yellowtail Dam is going to cost every person 
in the United States $5 plus to build that dam. The Bureau of 
Reclamation admits that it will cost $127,400,000 to build that dam. 
That estimate was as of August 1949. Since that time, John L. Lewis 
has called many strikes, the price of steel, the price of everything that 
goes into the construction of the dam up there has increased several 
hundred percent, as you gentlemen know. 

Now it is very safe to assert that at this time in 1953 we can multiply 
the $127,500,000 by 4 or 3 to get the actual existing current costs, if 
the dam were built. 

The Federal Power Commission 3 years ago in 1950 when I argued 
this case before the Appropriations Committee, told me then that the 
dam cannot be constructed by any living human being in the United 
States, government or private, for less than 7.855 mills, nearly 8 
mills per kilowatt-hour. 

The Montana Power Co. has built a steam plant at Billings, Mont., 
and is producing steam generated electric power at 5 mills per kilo- 
watt-hour. At Sheridan, W yo., just across the line, 65 miles from 
Hardin, John Rice who owns a tremendous coalfield surrounding the 
Sheridan, Wyo., area—and we have the biggest coal area in the United 
States, it is on the old ceded lands of the Crow Tribe—told me before 
I left, “I will submit you an afhid: avit in writing on my own stationery 
showing and proving to the Congress that I can develop power, using 
my tremendous coalfield as fuel up there for generating purposes, for 
11 © mills per kilowatt-hour.’ 

Senator Corpon. I think Mr. Rice was having a pipedream, but go 
ahead, Mr. Yellowtail. 

Mr. Yettowrai I do not know; he said that. 

Senator Corpon. Your 5 mills might be within reason. 

Mr. Yettowram. Of course, he has tremendous deposits of coal up 
there that do not cost him anything. But that is his statement any- 
how. We will take it for what it is worth. 

In any event, the Bureau of Reclamation as of 1949 declared that 
they could build a dam up there for the amount previously indicated 
but the Federal Power Commission engineers assert that they cannot 
build it for less than 7.855 mills per kilowatt-hour. 

The attempt down the line is to try to cover that fact up and to 
have this Congress authorize an initial appropriation. When you 
do, gentlemen, you will have a bear by the tail that you cannot let go. 
The Yellowtail Dam, on the Big Horn River, is going to cost the 
Government of the United States no less than $350 million to build. 
The Hardin irrigation project, for which $11,450,000 was earmarked 
3 or 4 years ago, figures out with the acreage involved around $244.50 
per acre to build now. That land under “the Thomas D. ¢ ‘ampbell 
lease, the wheat king of the United States as he is called, has been 
producing over the years and—TI have the word of the Vice President 
- the effect that their wheat acreage produced from 20 to close to 60 
bushels per acre, dry land. 

But with land of that type producing those kind of crops, to me 
seems a lot of foolishness to ask the Government and every taxpayer 
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in the United States to dig down in their jeans for a five-dollar bill 
and say, “There is my contribution to build the Yellowtail Dam.” 


INCOME TO GOVERNMENT 


The Bureau of Reclamation, the engineers in their private figures, 
copies of which I have here, show that when the Yellowtail Dam is 
built and all of the four turbines are going full blast, they will gross 
for the Government around $5-million-plus per year from every 
source that the dam will bring in. Now then, they offer the Crows 
$1,500,000 that Mr. D’Ewart and other Montana Representatives 
very proudly point out to the Appropriations Committee on the Con- 
gress, saying they ought to start an appropriation to begin construc- 
tion of the dam. 

Now, then, the Crows maintain that if the Government by its own 
figures can show, make the statement, that the dam will gross $5 
million-plus for the Government—when the net is figured, how much 
it will be, of course, we do not profess to know as we are not engineers 
but it is only fair, if the Congress has its mind to build the dam 
some day, to give the Indians a fair share of the yearly earnings of 
the dam or a yearly cash lease agreeable to the Crows. I am saying 
to you gentlemen that $1,500,000 is less than one-third of the yearly 
earning capacity of the dam and is not a fair amount to offer for 
this property which will earn for the Government several times that 
amount each year. 

From an economical viewpoint the dam is hard to justify. I offer 


for the record a statement which 1 would like to have placed in the 
record, the “Noneconomic” Justification, Yellowtail Dam. 

Senator Corpon. Without objection, that will be placed in the 
record. 

(The document referred to follows:) 


EcoNOMIC JUSTIFICATION, YELLOWTAIL DAM 


“An enterprise is self-supporting only when its revenues at least equal the 
sum of the costs properly chargeable against its revenues. It is self-supporting 
when its revenues are suflicient not only to cover its costs but also to afford re 
payment of its capital.” 

In considering the economie and engineering feasibility of this multiple 
purpose project of many features, we realize that Congress is not equipped 
technically to analyze all the greatly complex problems involved; that the Con 
gress is the umpire of all of the conflicting claims urged upon it by the pro 
ponents and opponents; that the Congress hold final judgment in all these 
disputes. Hence, we respectfully urge upon the Congress very careful con 
sideration as to the value of the lands that may be ruined when placed under 
the proposed Hardin irrigation unit, as such has been the case of over 50 percent 
of all lands now under the Government’s irrigation project on the Crow In 
dian Reservation, and also under the Two Leggins Canal—a white-owned 
project off, but adjacent to, the Crow Indian Reservation. Waterlogging and 
alkali due to careless irrigation and seepage has ruined over half of all lands 
under our irrigation projects, thus wasting the people’s money appropriated to 
build these costly projects. 

Hence, again, the wisdom and economic justification of all of these projects 
should be a major consideration by the Congress before final approval. 

Another thought urged upon the Congress is: Once the Congress authorizes 
a project, it becomes impossible to stop or eliminate future additional ap 
propriations. We have, then, a bear by the tail that we cannot let go. Hence, 
the time to evaluate all of the implications involved in these multi-purpose proj- 
ects is before final approval by Congress, else we may bring down upon out 
selves and our children an ever-mounting money burden that can ruin us. 
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Let us consider the irrigation features of this project. What is it that is 
proposed ? 
ANSWER 


1. $11% million is to set aside to irrigate 40,000 acres of dry farmlands now 
producing bountiful crops on the west side of the Big Horn River and 5,000 
acres on the east side. 

2. This means a construction cost of $244.50 per acre. 

8. This also means that every 40-acre tract under this project will carry 
construction assessments of $9,880. 

4. This also means that under section 8, Crow Act of June 4, 1920, all of 
these charges are a lien against the land and must be paid in 20 years, or else 
foreclosure is directed. 

To achieve “hese purposes, it is proposed (a) to build a mighty dam 517 feet 
high above streambed and 1,430 feet long in the Big Horn River Canyon; (b) 
to build below this dam 4 electric pumps that will raise the water over 100 
feet high and deliver water in a canal 45 miles long with a network of dis 
tributing subcanals and laterals which will irrigate 45,000 acres of dry farming 
lands now producing bountiful crops of grain. 

Here, indeed, is another one of those typical reclamation engineer’s dreams. 
A mighty dam across the Big Horn River, from canyon wall to canyon wall, 
517 feet high above streambed; 1,430 feet long at crest. To impound water 
which will create a lake upstream 65 miles long and which will develop 200,000 
kilowatts power; hold enough water to irrigate 45,000 acres; control floods; 
hold upstream sedimentation; develop fish and wildlife; recreation; and supply 
municipal water, etc., downstream. 

The cost of this amazing project will be several hundred million dollars 
to the people of the United States at current labor and material prices. 

The area to be benefited is nearly all on the Crow Indian Reservation covering 
both Indian and non-Indian-owned lands. The project would directly benefit 
less than 100 owners of the lands under the proposed project. In other words, 
the project with all of the money expenditures involved would give benefits 
of $11,500,000 to the 100 landowners under this 45,000-acre project. 

The lands to be benefited by irrigation water at present are producing 
according to last summer’s per-acre yield record of from 20 to 60 bushels 
per acre at no cost to the owners except the operations, seed, and harvesting 
costs. The per-acre yield or returns based on the above figures run from 
$40 to $87 per acre return, depending upon the market price of wheat in this area. 

1. How much more per-acre yield and return will water give this same land 
is one of the questions to determine the economic justification of the project? 

2. Can the owners of the lands to be benefited meet and pay the reclamation 
costs annually and within the prescribed 20-year repayment period fixed by 
existing Federal law? 

8. What kinds of crops besides wheat, oats, barley, and sugar beets can be 
grown here is another pertinent question. These are precisely the crops which 
have been in overproduction year after year before the Korean war broke out 
and for which the Government paid farmers a subsidy to not produce as they 
were in overabundance and were threatening destruction of the American 
farmers. 

Then why spend several hundreds of millions of dollars of the taxpayers’ 
money to further increase these surplus-food crops, which will be surplus again 
as soon as the present crisis is over? Seems the height of economic stupidity 
as urged upon the Congress by the Bureau of Reclamation and supported by 
scared and vote-seeking politicians. It appears most pertinent to point out 
that it is hard to conceive or understand how the Interior Department through 
the Bureau of Reclamation can seriously propose such fantastic projects to 
the Congress. 

The political implications as heretofore pointed out in connection with these 
projects and those that follow in the wake are tremendous and gives the 
political party in power a stranglehold upon the lives and future votes of the 
people of the area and the hordes of federally employed workers employed 
at the project, who naturally will consider that their well-being, jobs, and all 
of their other personal conveniences are due to the party in power 

Also, we must remember that this project will be located upon a Federal 
treaty Indian reservation, which prohibits under pain and penalty of a stiff 
existing Federal law against the importation, use, and possession of any kind 
of intoxicating liquors, including hair and hand and shaving lotions, such as 





INTERIOR DEPARTMENT APPROPRIATIONS, 1954 1711 


bay rum and other lotions, and also lemon and vanilla extracts for the kitchen. 
All of these laws will be rigidly enforced against all and every person employed 
at the dam-site headquarters for prosecution in the Montana Federal courts 
when this project is approved by Congress. The law-and-order problem due 
to the influx of all kinds and classes of laborers will be terrific if and when 
this dam is authorized, and the Government must be prepared with huge and 
increased appropriations to meet and properly execute its own laws as indicated 
for the 7 years that will be required to complete work on the dam and then 
thereafter as a large worker population will always be with us, including 
the foreign and imported Mexican seasonal beet laborers. These all mean 
acute law-and-order problems with consequent court trials, etc 

In the ease of this project, the costs indicate that the lands to be reclaimed 
will be irrigated at excessive costs, to produce crops of which we already have 
a surplus everywhere in the country, or which can be grown cheaper elsewher 
and it is high time that the Congress and our people scrutinize more closel, these 
unjustifiable reclamation projects offered and urged upon the Congress by the 
Interior Department through its Bureau of Reclamation and supported by ambi- 
tious and power-hungry and vote-seeking politicians. These reclamation multiple- 
purpose projects in the main are all non-self-supporting and depend upon sub- 
sidies from the people’s Treasury and have been a source of waste of the people's 
money. The present national crises and defense measures all suggest that these 
pork-barrel peacetime employment WPA projects should not be countenanced 
until such time as WPA projects are necessary to stave off national labor crises 
another thought. It is entirely possible that, in their mad desires to please their 
constituents, politicians may attempt to tie this project in with the current na 
tional crises or the war effort, but any such attempt cannot distract from its 
economic unjustifiedness whatsoever 

Now, as to the other features of the dam—power, flood control, and sediment 
control, Let us point out at the upper end of the dam in Wyoming a large irri 
gation scheme encompassing 872,000 acres of loose alluvial soil under presentiy 
constructed irrigation works spells ruin for the Yellowtail Dam and all of these 
multiple features, when this irrigation begins as it will in full force upstream 
in Wyoming. This dam, like the Elephant Butte Dam in New Mexico and Lake 
Meade in the Colorado River, will hastily fill up with silt and thus nullify all of 
justification arguments. This is a current reality which the Congress must 
understand and take into account before authorization 

Thus for all of these reasons all justifications which have been submitted and 
urged upon the Congress for its approval of the appropriation of the money nec- 
essary to begin construction fall flat upon the ground. They also bring forth 
in no uncertain fashion that reclamation’s proposed Yellowtail multiple-purpose 
project is without economic justification and should be discarded indefinitely and 
not authorized by the Congress. 


OPPOSITION OF CROW INDIANS TO PROJECT 


Mr. Yetiowrain. I wish to advise this committee that the Crows 
are 100 percent against the project. We hope that the Congress and 
the Senate especially will not authorize this project, will give the 
Crows a chance to go before the Senate Public Works Committee and 
argue the merits of the question of the removal of the proposed Yel- 
lowtail project from the list of approved projects under the Flood 
Control Act. 

Senator Corpon. May I interrupt you to inquire whether the Crows 
made any appearance before the Public Works Committee when the 
dam was authorized ¢ 

Mr. Yettowrarn. No, Senator: we do not know a thing about those 
things, being 2,000 miles away. Our tribal funds are tied up by the 
Commissioner of Indian Affairs. We are not under the Wheeler- 
Howard Act, and before we come to Washington we must secure the 
approval of the Commissioner. Dillon Myer has consistently dis 
approved our tribal requests to come here and present our views to the 
Cabal The Acting Commissioner Greenwood just last week wrote 
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to the Crow Agency denying our request of January 3, the day Con- 
gress convened, for permission to come before the Congress and lay 
before it our objections to the Yellowtail Dam and our legislative 
programs we want to take up with the Congress. No reply to that re 
quest came until 4 or 5 days ago, and he said: “Write a letter or send 
a resolution and we will give it attention.” 


INDIAN LANDS AFFECTED 


Senator Dworsiak. How much land of the Crow Indians would be 
directly affected by the construction of Yellowtail Dam ¢ 

Mr. Yectirowratt. Approximately 21,000 acres. 

Senator Corvon. My understanding is that there is no budget item. 

Mr. Yexnowram.. There is not; but the Yellowtail Dam is very 
much alive up here. Mr. Rising and these other gentlemen are paid 
men. They are lobbyists, these men are paid by the various reclama- 
tion projects and water users in Montana. These men are profes- 
sional lobbyists. They have no other interests than their paychecks 
from Montana in this matter. 

We own the property. We are fighting to help conserve the money 
of the United States Treasury to meet “the deficits of the Govern- 
ment up here. We have just inherited a legacy of a lot of red ink 
on the wrong side of the ledger, Mr. Chairman. The Crows are 
trying to do their bit to he ‘Ip save $350 million from going out of that 
Treasury to build a useless dam. 

Now, I am here at my personal expense. It will cost me $600 or $700 
for the privilege of having a few minutes here testifying so that you 
will know the wishes of the Crow Tribe of Indians that own this 
property. 

The Bureau of Reclamation, on the other hand, is a powerful 
organization of the Government. They have the strongest political 
lobby in any department of the Government. They are pounding 
away, pounding away to build the Yellowtail Dam over the objections 
of the Crow Tribe. They have hardly enough water up there to 
justify the tremendous dam construction. If they do build the dam, 
the tremendous silt flow in the Big Horn Basin will wreck that dam, 
and you will have another Elephant Butte Dam as we now have 
below Albuquerque, N. Mex. 

Now I have my complete argument here in case the matter of 
construction is being discussed seriously here. But there being 
no appropriation, we will present it to the Senate Public Works 
Committee. 

Senator Corpon. It is a lot of money for planning purposes. But 
in any event, the only purpose that could be served with that fund 
would be to gather technical information—no construction. There 
is not a dollar for construction in this budget at this time. 

(The following documents were submitted :) 

WASHINGTON, D. C., May 22, 1953. 
Hon. Guy Corpon, 


Chairman, Interior Subcommittee, Committee on Appropriations, 
United States Senate, Washington, D. C. 

DreAR SENATOR Corpon: In accordance with your suggestion of yesterday, I 
am supplying herewith a brief statement concerning the Yellowtail transmission 
line which is being constructed by the Bureau of Reclamation as part of the 
Missouri River Basin project. 
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At the outset, I would like to draw to your attention the fact that on page 
1542 of part 3 of the Interior Department's appropriation hearings for 1954, 
House of Representatives, Representative Hamer H. Budge, of Idaho, discussed 
this matter in some detail with representatives of the Department of the 
Interior. Mr. Budge highlighted the situation which the Crow Indians of 
Montana feel deserve the careful consideration of your committee. It was there 
pointed out that even though prior approval of the Crow Indians and the Con- 
gress is necessary before the so-called Yellowtail Dam can be constructed, the 
transmission line is being built at great expense prior to obtaining the approval 
of either the Crow Tribe or the Congress to the reclamation project, and the 
transmission line is being built for the principal purposes of transmitting power 
to the dam site prior to the construction of the dam and transmitting power 
from the Yellowtail Dam site after its completion. 

I am sure you are acquainted with the opinion dated October 27, 1952, by the 
Honorable Mastin G. White, Solicitor of the Department of the Interior, holling 
that Indian tribal lands needed for the Yellowtail Dam and Reservoir site cannot 
be condemned and can be acquired only through prior approval of the Crow 
Tribe. This holding is based for a substantial part upon the act of June 28, 1946 
(60 Stat. 333, 336) which provides that no further construction work on the 
Crow Indian Reservation shall be undertaken by the United States without prior 
consent of (1) the Crow Tribe, (2) the irrigation district or districts affected, 
and (3) the Congress of the United States. In view of these provisions, it is 
clear that the Yellowtail Dam cannot be built without the prior consent of the 
Crow Tribe and of the Congress, 

I enclose herewith a copy of the petition and resolution by the Crow Tribal 
Council dated May 8, 1953, concerning the Yellowtail Dam. You will notice by 
a vote of 404 to 0, the Crow Tribe of Indians petitioned the Congress to remove 
the proposed Yellowtail multiple-purpose dam from the list of approved projects 
under the Flood Control Act. In face of this attitude on the part of the Crow 
Tribe and without approval of Congress and the appropriation of funds for the 
proposed Yellowtail Dam, it appears that the construction of the transmission 
line to the proposed Yellowtail Dam site is of doubtful value and that it would 
be difficult to justify the expenditure of public funds for that purpose. 

I would like to bring to your attention the fact that the transmission line is 
being built on allotted Indian land and is not being built on tribal lands. Ease 
ments have been obtained from the allottees and the transmission line is being 
built with funds allocated to the Missouri River Basin project. 

I hope this information will be of assistance to your subcommittee in looking 
into this matter. 

Very truly yours, 
Rosert YELLOWTAIL, 
President and Chairman. Crow Tribal Council 


PETITION AND RESOLUTION RE YELLOWTAIL DAM 


To the Congress of the United States by the Crow Tribe of Indians of Montana: 

Whereas by the Flood Control Act, which is Public Law 534, 78th Congress, 
chapter 665, 2d session, H. R. 4485, an act authorizing the construction of certain 
public works on rivers and harbors for flood control and for other purposes, prac- 
tically every stream in America is embraced and included within the intents, 
aims, and purposes of this bill; and 

Whereas by and under this act the Federal Bureau of Reclamation has desig- 
nated and secured the official approval of one of said dams to be built on the 
Big Horn River, Crow Indian Reservation in Montana, named and now generally 
known as the Yellowtail hydroelectric flood-control and irrigation dam: and 

Whereas this proposed multiple-purpose dam is new construction and, there 
fore, comes under the Presidential ban on “new starts” and “new construction” ; 
and 

Whereas this proposed new project has never been approved by the Bureau of 
the Budget and has never been certified by the Department of Defense for ex- 
penditure in the years 1 >; and 

Whereas it is further listed as a new project and has not, and never has, been 
approved by the budget or certified as necessary for defense for the years 1952-53 ; 
and 

Whereas it has been officially opposed by the Crow Tribe of Indians in a duly 
called tribal council, upon whose tribal treaty lands this dam and its impounded 
waters will be built; and 
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Whereas this dam contemplates power, reclamation, and flood control, the costs 
of which, estimated by the Bureau of Reclamation as of August 1947, was $127 
million, not considering transmission lines which were then estimated to cost 
an additional $17 million; and 

Whereas since August 1947 the costs of labor, living, and construction materials 
have soared skyward and are now easily 3 and perhaps 4 times the 1947 esti- 
mates, or greatly over $350 million as of today ; and 

Whereas in the case of flood-control projects not a penny, either of principal or 
interest, is usually repaid to the people’s Treasury ; and 

Whereas as te the amount that will be charged to irrigation, which is $11 mil- 
lion as estimated August 19, 1947, not 1 cent of the money which will be con- 
tributed by the taxpayers will ever be returned to the Treasury ; and 

Whereas the set rule is that on irrigation projects where money is advanced 
from the people’s Treasury only the principal is returned, but it is never returned 
to the Treasury but used for additional irrigation projects; hence, the tax 
money of the people which they will never see anymore, nor ever get back; and 

Whereas no interest is paid on such loans; and 

Whereas the principal is a pure donation of the people; and 

Whereas the per-acre costs of putting water on the land are extremely high. 
In this case, the cost of the Hardin unit will be no less than $286.35 per acre, all 
of which will be charged to a few Crow tribal allottees under the terms of the 
Flood Control Act herein cited; and 

Whereas public power projects conform to a different set of rules than on 
Government projects, money appropriated is not only repaid in principal but 
interest as well; and 

Whereas power is usually loaded down with part of the costs of irrigation 
to make the unit costs of irrigation lighter and look better from the taxpayers 
viewpoint; and 

Whereas the tremendous cost per acre to put water upon the proposed 40 or 45 
thousand acre Hardin unit project alone stamps this project as impossible of 
economic justification and under which every taxpayer of the United States 
must be assessed over $5 per capita without their previous sanction or approval 
to build this latest dream of the dream boys and planners in the Bureau of 
Reclamation; and 

Whereas in fact, the proposed Yellowtail Dam is pork barrel through and 
through, and with all of the original estimates of costs under Straus & Co. 
seem most deceptive and greatly reduced as of the date of their submission in 
order to get the Congress to appropriate the money necessary to begin construc 
tion and which all along to date Congress has denied; and 

Whereas in an opinion rendered on October 27, 1952, numbered 30247 and 
initialed M—36148, Solicitor Mastin G. White of Interior Department ruled: 

“That Indian tribal lands needed for the Yellowtail Dam and reservoir site 
cannot be condemned, because the Yellowtail project would be constructed within 
and would provide for the irrigation of approximately 21,500 acres of Indian- 
owned land situated within the exterior boundaries of the Crow Indian Reser- 
vation, and Congress has prohibited any further irrigation development on the 
reservation without the consent of the Crows”; and 

Whereas in his concluding opinion, page 5, Solicitor Mastin White further 
states: 

“It is my opinion that the tribal lands neded for the Yellowtail Dam and 
Reservoir site cannot be acquired by means of condemnation proceedings.” 

Now, therefore, for all of the foregoing reasons, the Crow Tribe of Indians 
speaking through its tribal council duly assembled at Crow Agency, Mont., 
this 8th day of January 1953, hereby respectfully petitions the Congress of the 
United States, that the proposed Yellowtail multiplepurpose dam be removed 
from the list of approved projects, under the Flood Control Act which is Public 
Law 534, 78th Congress, chapter 665, 2d session, H. R. 4485. 

Read, discussed, and presented to the Crow tribal council this 8th day of 
January 1953, and resulted in the following action, to wit: 

Votes for 404 

Votes against 0. 

Under the Crow Tribal Constitution approved by the Secretary of the Interior, 
100 present constitutes a legal quorum, capable of engaging in official business 
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and its action is therefore binding upon the Crow Tribe. Such a quorum was 
present this 8th day of January 1953. 
Respectfully submitted for the Crow Tribe 
By Roserr YELLOWTAIL, 
President and Chairman, Crow Tribal Council. 
Attest: 


The above resolution was read, discussed by the Crow Tribe in council and the 
above action recorded is a true action of the Crow Tribe. 
ALVIN H. STEWART, 


Secretary, Crow 7 ribal Council. 
Atiest: 


I was present in my official capacity as Superintendent of the Crow Indian 
Agency and the foregoing reported action by the Crow Tribe is a correct report 
of the action of the Crow trial council. 

Superintendent, Crow Indian Agency, Crow Agency, Mont. 

The committee will be in recess a 2: 30 this afternoon. 

( The sreupon at 12: 40 o'clock p. ™., the committee took a recess until 

30 o’clock p. m., of the same d: ay. y 


AFTERNOON SESSION 


OPPOSITION TO CONTRA COSTA CANAL AQUEDUCT, RICHMOND, CALIF. 
STATEMENT OF ROBERT McCARTY, ATTORNEY, WASHINGTON, D. C 


GENERAL STATEMENT 


Senator CORDON. The committee will come to order. Mr. Robert 
McCarty ? 

Mr. McCarry. Mr. Chairman, my name is Robert McCarty. I am 
un attorney in the law offices of Northcutt Ely, Tower Building, 
Washington 5, D. C. Mr. a is special counsel of the East Bay 
Municipal Utility District, Oakland, Calif. I appear today with Mr. 
John McFarland, general manager of that district. 

I would like at the pleasure of the committee simply to identify the 


} 
} 
i 
( 


matter on which we appear and to sketch some of the history of it 
before your committee, and then let Mr. McFarland testify. I would 
like to offer this statement to appear 1 1e record following my 
remarks. 
Senator Corpon. Veli y well. 
Mr. McCarry. We have appeared be fore you in previous years to 
oppose the ap peor or expenditure of Federal funds in conne 
tion with a proposed ai | ieduct from the Contra Costa Canal. ; part of 
the Central Valley project, to the Southwest Contra C osta. ( ‘ounty 
Water District, in the vicinity of Richmond, Calif. ; 
As we understand it. there is no item in the budget before vou this 
vear in connection with it, but a bill has been introduced in the House 
nae h would authorize the project as an extension of the Contra Costa 
‘anal as a part of the Ce ie al Valley project. Very briefly, the pre- 
vite hist of this matter is as follows: ' 


HISTORY OF PROJECT 


In 1949, or 1950, the Bure: au of Reclamation commenced a survey of 
this matter to determine its feasibility, and in the spring of 1951, be- 
fore this committee and your Hous se counterpart, objections were made 
to the use of Federal funds for the continuation of this surve y for the 
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basic reason that construction of the project with Federal funds would 
amount to a Federal subsidy of a water district, the Southwest Contra 
Costa County Water District, which lies wholly within the boundaries 
of the East Bay Municipal Utility District and would, accordingly, 
be a subsidy to one public group by furnishing a municipal water 
supply in competition with another public group. 

Senator Cornon. Who furnishes water in the area that would 1 
ceive water were this project to be constructed ? 

Mr. McCarry. The East Bay Municipal Utility District. 

Senator Cornon. Your client is seeking to protect the integrity of its 
present customers’ supply ? 

Mr. McCarrny. That is correct. In any event, the committee re- 
ports with respect to appropriations for fiscal 1952 denied any funds 
for the continuation of the survey which had been started. Follow- 
ing that, an election was held by the Southwest Contra Costa County 
Water District on a proposed contract with the Bureau of Reclama 
tion, which carried on the representation that the Federal Govern 
ment and not the taxpayers would be obligated to construct and pay 
for the project. 

Inquiry was made of Mr. Lineweaver of the Bureau, at the time 
this election was taking place. He said there had been no contract 
negotiated with the Bureau and that none had been signed or au- 
thorized by the Bureau. 

At the hearings for fiscal 1953 the Southwest people appeared here 
and urged that the survey which had been half completed by the 
Bureau—it was started in 1950—be completed for the reason that half 
“ survey was simply a waste of funds. They assured the committee 
that they were not seeking an appropriation to actually construct 
the aqueduct, nor even to negotiate a contract on it. 

Our position was the same as before: That it was an example of 
a subsidy in competition with an existing public utility district, and 
that the fund should not be allowed. 


LANGUAGE CHANGE 


The action taken by the Congress that year was essentially a com 
promise - that. although - House had adopted an amendment on 
the floor by a vote of 4 to 1, which would have denied funds to con 
tinue the survey, as the saan of a conference the following language 
appeared in the act. 


Provided, That no part of this appropriation shall be available for other than 
the completion of field engineering, survey work, and preliminary designs of 
the Southwest Contra Costa County Water District system and no repayment 
contract shall be executed or construction begun until plans have been submitted 
to and approved by the Congress through its legislative and appropriation pro- 
cedures, after submission of a report to the Congress by the Secretary of the 
Interior (1) on the cost and feasibility of said project, including the necessary 
distribution system, and (2) on the rates required to be charged to the ultimate 
consumers. 


Now, this same language appears in the House bill before you this 
year. As we understand it work on the report contemp!: ited in the 
language just read is continuing and is still in process, but nearing 
completion. 
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Our position, however, is that the basic proposition is still alive. 
H. R. 3691 has been introduced in the House to authorize this project 
asa part of the Central Valley project. 

We feel that the restrictions contained in the House bill before you 
should be continued so that we will not be confronted, and you will 
not be confronted, with the accomplished fact of a contract having 
been negotiated by the Bureau and then having piecemeal appropria 
tions sought from then on in order to effect its construction. 

This matter has continued to persist in one form or another and 
we accordingly think a prohibition against any executive finding that 
might authorize this project is necessary and desirable. 

Senator Corpon. Is this project 100 percent a municipal water sup 
ply project ? 

Mr. McFartanp. Industrial and municipal. 

Senator Corpor. Wherein would there be subsidy / 


EAST BAY MUNICIPALITY DISTRICT EXPENDITURES 


Mr. McCarty. It would involve construction of an iquecdtict to 
bring water already available from an existing district into the 
boundaries of that district in order to supply a recently organized 
and competing water district. Mr. MacFarland’s organization, the 
East Bay Municipality District, has spent upward of $125 million 
in the construction of their own works. They feel that the area 


presently being served by their facilities is getting good service and 
that they should not be faced with what they feel here to be an w 
warranted competition with the assistance of Federal funds. 


Senator Corpon. That has nothing to do with subsidy. I just ask 
you, Wherein is there contemplated subsidy ¢ 

Mr. McCarry. There would be an advancement of funds by the 
Government to supply this water. 

Senator Corpon. Is there any contract between the district and the 
Government ? 

Mr. McCarry. None that I am aware of, no. 

Senator Corvon. Then, the most we can Say is that were 
contract made it might include a subsidy. 

Mr. McCarry. That is our position. 

Senator Corpon. On the other hand it might not. 

Mr. McCarty. We feel it would, Mr. Chairman. 

Senator Corpnon. It would at least include competition, would it 
not ¢ 


Mr. McCarry. Yes, it would. 


DISCRIMINATORY CHARGES 


Senator Corpon. Does the existing district for whom you appear, 
serve the area which would be served from the Contra Costa Canal 
at the same price as it serves the balance of its customers? Is there 
any discrimination in the charges ? 

Mr. McCarry. Mr. Chairman, we feel that it would. I prefer to 
have Mr. McFarland go into that a bit more for you. 

Senator Corpvon. I do not think you understood me. I want to 
know whether the East Bay Municipal Utility District has any dis- 


9 22 
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crimination in its charges for water to the area which would be served 
by this project if it were constructed? Does it have any discrimina- 
tion against these people in its charges over other customers of the 
East Bay Municipal Utility District? 

Mr. McCarry. Mr. Chairman, we think not. 

Senator Corvon. When you say you think not, it implies a little 
bit of doubt in your mind. 

Mr. Mok artanp. Perhaps I can best answer that question very 
positively. 

Senator Corvon. I am really trying to determine why these people 
want the Government to come into this picture if it is getting water 

fair price from a political subdivision of its own State. 


EAST BAY MUNICIPAL UTILITY DISTRICT, CALIF, 


STATEMENT OF JOHN W. McFARLAND, GENERAL MANAGER 
GENERAL STATEMENT 


Mr. McF arvtanp. For the record, my name is John W. McFarland, 
and I am general manager of the East Bay Municipal Utility Dis 
trict, a public corporation serving water in these 11 cities to about 1 
million customers at the present time. 

We have no rate differentiations in our rate schedule at all. All 
customers within our boundaries are served water at exactly the same 
schedule of rates, 

Senator Corvon. What are generally your boundaries? 

Mr. McFaruanp. At the present time 200 square miles, which ex 
tend upward along San Francisco Bay to the town of Crockett, 
which is where the bridge goes across to Vallejo. 

Senator Corpon. That is not the Martinez Bridge? 

Mr. McFartanp, No; it is down farther. 

Senator Corpon. What do you call that; what do you call “down 
the bay,” west or east ? 

Mr. McFaruanp, South. 

Senator Corpon. Down here we have the Golden Gate Bridge and 
you swing up into—— 

Mr. McFartanp. Northward and eastward. 

Senator Corpon. What is the first place across the bay as you go 
from San Francisco across Golden Gate? What is the little city 
there right at the north ? 

Mr. McFartanp. San Pablo. 

Senator Corpon. You hit another area and you come to Vallejo? 

Mr. McFaruanp. It is too bad we do not have a map because we are 
talking about the opposite side of the bay. 

Senator Corvon. I understand. I am going to cross the bridge 
when I get to it. 

Mr. McFartanp. Eventually you will get to Vallejo that way. 

Senator Corvon. When you get to Vallejo you get to take a bridge; 
what bridge is that? 

Mr. McF artanp. A bridge across the Carquinez Straits. 

Senator Corvon. Where is the bridge which marks the extension 
on the south side of the bay which marks your utility district? 

Mr. McFaruanp. That is the furthermost point up the bay. We 
go southward. 
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Senator Corpon. That is the Carquinez Bridge / 

Mr. McFartanp. The Carquinez Bridge. 

Senator Corpon. Now you go from the Carquinez Bridge around 
the bay. Do you take in Richmond ?¢ 

Mr. McF aruanp. We take in Richmond, Berkeley, Oakland, Pied- 
mont, San Leandro, about 25 miles down to the vicinity of the city 
of Haywood, and then backward from there we stretch back into un 
incorporated territory in another county. 

Senator Corpon. Take in the Piedmont area next to the mountains / 

Mr. McFaruanp. Yes, then back to the city of Walnut Creek. 

Senator Corpon. Where is the area which would be served here and 
which seems not to prefer your type of water service / 

Mr. McFaruanp. In the vicinity of Richmond. 

Senator Corpon. It includes Richmond ¢ 

Mr. McFaruanp. Yes, sir. 


TOTAL PEOPLE SERVED 


Senator Corpon. How many people in that area ? 

Mr. McFaruanp. There are about 100,000. 

Senator Corpon. How many altogether do you serve? 

Mr. McFarianp. A million. 

Senator Corpon. Now I have a pretty fair idea of what we are 
talking about. Go ahead. 

Mr. McFartanp. We have, as I say, no rate differentiation. We 
have based our opposition to this proposed project basically upon the 
principle that it 1s unthinkable that the Federal Government partici 
pate in any way in competition between the two locally formed public 
agencies that are formed to provide primarily the same service. We 
have been providing water service in this area for 25 years at rates 
which are the lowest in the San Francisco Bay area. 

Senator Corpon. Could they be called postage-stamp rates? In 
talking about postage-stamp rates, I mean at every spigot it is the 
same price. In other words, you can send a letter from New York to 
Portland, Oreg., at the same price you can send it down to Hoboken. 

Mr. McFaruanp. That is right. 

Senator Corpon. So you have exactly the same per gallon, per unit 
rate, wherever the water comes out to the same class of user. 

Mr. McFartanp. For volume used, depending on the volume. 

Senator Corpon. And that is the same for everyone ? 

Mr. McFartanp. Yes, and those rate structures are the lowest in 
the San Francisco Bay area. 

Senator Corpon. You have all the San Francisco Bay area on the 
one side? 

Mr. McFartanp. That is true. We include the nine counties when 
we include the San Francisco Bay area. This year we hoped that the 
report called for in the appropriation bill last year would be ready 
so it could be analyzed and perhaps put an end to the argument for- 
ever. We are sure that the cost Congress will see in this report when 
it is available will be just as high or higher than the cost we have 
already established. 
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FURTHER DISCUSSION OF LANGUAGE CONTINUATION 


Therefore, we appear today consistent with our appearance before 
the House committee to ask that the language already in the Interior 
appropriations bill be continued until such a report is available and 
that no action be taken on this project until it has been authorized by 
Congress. 

Senator Corpon. Are you familiar with any language in any law 
that would authorize the Bureau of Reclamation to enter into the field 
of domestic water supply alone? 

Mr. McFaruanp. No, sir. 

Senator Corpon. I think we have a precedent or two that grew out 
of necessity, which again proves the wisdom of the old maxim that 
tough conditions make bad law. Go ahead. 

Mr. McFartanp, I would say further, on the point of our service in 
that area, the rates, the financing, and our objection to the prine iple 
that the Federal Government enter into, or participate in competi- 
tion, that it is absolutely unnecessary that any Federal fund be ex- 
pended for this purpose. We are prepared in our own organization 
to do whatever is necessary in the way of financing and planning in 
the establishment of rate structures to serve water, industrial water 
domestic water, in that area. 

We are also prepared to sit down with any group which feels there 
is a problem in this regard and to work it out with them without 
lederal assistance. 

Senator Corvon. Under your law, are you the sole judge of the rea- 
sonableness of your rates? 

Mr. McFartanp. We are; that is correct. 

Senator Corpon. Is your district a district where the customers 
that is to say, those residing in the district—can be heard through 
any type of election process with respect to rates? 

Mr. McFaruanpn. They certainly can because we are governed by 
a board of directors elected by the people for 4-year terms. The legis- 
lative powers that our board has are the same as the State legislature 
might have on the subject of rates if it had such a utility. They are 
exactly the same as a city or county would have in the establishment of 
rates. The review of those rates and ultimately the satisfaction of the 
public with them is tested at the polls. 


NONPROFIT ORGANIZATION 


Senator Corpon. You are certainly in a nonprofit organization ; you 
charge only enough to get the job done. 

Mr. McFartanp. That is correct. 

Senator Cornon. Amortize your investment and so forth? 

Mr. McF aruanp. That is right. That is one of our concerns. We 
have a $50 million bonded debt outstanding at the present time. Now, 
as a public corporation, we feel there is an obligation to all of our 
stockholders, our water users you might say, in the entire area to get 
that debt down as fast as we can. 

Senator Corpon. Is that debt secured only by revenue? 

Mr. McF aruanp. No; those are general obligation bonds. 

Senator Corpon. In that event, were there supplied water for some 
portion of your area from another source, would not the profit of that 
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area still be subject for its pro rata share of your bonded indebted 
ness ¢ 

Mr. McF artanp. It would be because our board also has the power 
to tax and we do carry a small tax rate. Obviously, if our revenue 
position is impaired we have to resort to 1 of 2 courses: Raise the rates 
or raise taxes. 

Senator Corpon. Of course, if they cut a big enough slice out of 
your revenue, then the only way you could do equity would be to 
meet the competing rates on the water and take the rest out of every- 
body in taxes. 

Mr. McFaruanp. That is one possibility; yes, sir. 

Senator Corpon. Which would put those people in exactly the posi 
tion they would be in if they did not get the water from the Govern 
ment ¢ 

Mr. McF artanp. That is correct. 

Thank you very much for allowing us to appear. I brought a pre- 
pared statement which I would like to leave with the record, although 
our conversation has covered perhaps more than it does. 

Senator Corpon. If there is anything in the statement other than 
what we have covered, we will have it made a part of the record if you 
desire. 

Mr. McFaruanp. Thank you very much 

Senator Corvon. It is so ordered. 

(The formal statements of Messrs. McCarty and McFarland fol 
low :) 


STATEMENT OF Rorert McCarty, ATTORNEY, WASHINGTON, D. C 


Mr. Chairman, my name is Robert McCarty. I am an attorney in the law 
offices of Northcutt Ely, Tower Building, Washington 5, DD. C. Mr. Ely is special 
counsel of the East Bay Municipal Utility District, Oakland, Calif. I appear 
today with Mr. John Mek arland, general manager of that district 

We have appeared before you in previous years to oppose the appropriation or 
expenditure of Federal funds in connection with a proposed aqueduct from the 
Contra Costa Canal, a part of the Central Valley project, to the Southwest Contra 
Costa County Water District, in the vicinity of Richmond, Calif. As we under 
stand it, there is no item in the budget before you for such a purpose, but a bill 
has been introduced to authorize the construction of such an aqueduct as a part 
and as an extension of the Central Valley project. The territory which would 
be served by the proposed aqueduct is already served by the East Bay Munici- 
pal Utility District and lies within its area. Accordingly such an aqueduct 
would not only result in unnecessary duplication—it would represent an expendi- 
ture, variously estimated from $6 million to $9 million of Federal funds to 
build an aqueduct to bring industrial water into the boundaries of an existing 
public utility district in competition with that district. 

I should like to sketch the history of the matter as it appears from previous 
hearings before this committee. 

In 1949 or 1950 the Bureau of Reclamation commenced a survey of the pro 
posed aqueduct, expending some $54,000. 

Following hearings in the spring of 1951 before your House counterpart on 
the Interior Department appropriations bil! for fiscal year 1952, the House com- 
mittee report stated (at p. 10): 

“Testimony indicates that $630,000 requested for Contra Costa distribution 
system was to be used for initiating construction of an aqueduct to serve the 
Southwest Contra Costa County Water District which is within the boundaries 
of the East Bay Municipal Utility District on the east side of San Francisco 
Bay. Owing to lack of agreement between 2 competing public agencies the 
$630,000 item under reference has been deleted from the approved program. 
No funds in the accompanying bill, or previously appropriated, are to be availa 
ble for the design or construction of works to deliver water within the boun 
daries of the East Bay Municipal Utility District, California.” 
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And your committee, following hearings on the same bill, reported (at p. 17): 

“The committee has restored $630,000 of the Central Valley project estimate 
specifically for initiation of construction of the Contra Costa County Water 
District distribution system only. None of these funds, nor any others in the 
bill, or previously appropriated, are to be used for surveys, or any other work 
in connection with the proposed aqueduct or other water service to the city of 
Richmond. The committee feels the issues between the city of Richmond and 
the Yast Bay Municipal Utility District should be settled between these agencies 
before the Bureau of Reclamation proceeds further with negotiations or plans 
to serve the city of Richmond with municipal or industrial water supplies. If 
satisfactory agreements cannot be reached, the committee next year will take 
another look at the problem.” 

Subsequently the Southwest Contra Costa Water District, which is organized 
within the boundaries of the East Bay Municipal Utility District on the east side 
of San Francisco Bay, held an election on a proposed contract with the Bureau 
of Reclamation for repayment of the cost of this same aqueduct which this com- 
mittee held should not be built or initiated. Mr. Lineweaver of the Bureau, 
replying to our inquiry, advised that no contract had been negotiated and that 
the contract being put up for vote did not bear the signature or approval of the 
Bureau of Reclamation. Notwithstanding, the election carried, on the repre- 
sentation that the Federal Government and not the taxpayers of that local 
district surrounding the citv of Richmond, would bear the cost of the aqueduct. 
In addition, the Southwest District presented information regarding the proposed 
contract to the District Securities Commission of the State of California. 

Representatives of the Southwest District anpeared before you at the hearings 
on the Interior Department appropriations bill for fiscal 1953. So did we. The 
burden of their presentation was that the half-finished survey of the Bureau, 
begun in 1950, should be completed: that the district was not seeking an appro- 
priation for the purpose of constructing this lateral or even of negotiating a con- 
tract for it. We again presented our objections to the Federal Government sub- 
sidizing competition in the service of a municipal water sunply within the 
boundaries of an existing public district. We felt then, and still do, that if our 
basic premise of objecting to the Federal Government engaging in the business 
of municipal water supply is valid, as we say it is, then not even a survey by the 
Government should have been permitted. 

Action by the Congress as represented in the Interior Department Appropria- 
tion Act for fiscal year 1953 was in the nature of a compromise, for although the 
House adonted on the floor by approximately a 4 to 1 vote an amendment which 
would have denied the use of anv funds to continue the survey, the pertinent 
part of the act, as a result of a Senate-House conference, was as follows: 

“Provided, That no nart of this appropriation shall be available for other than 
the completion of field engineering, survev work, and preliminary designs of the 
Southwest Contra Costa County Water District Svstem and no repayment con 
tract shall be executed or construction begun until plans have been submitted 
to and approved by the Congress through its legislative and appropriation pro- 
cedures, after submission of a report to the Congress by the Secretary of the 
Interior (1) on the cost and feasibility of said project, including the necessary 
distribution system and (2) on the rates required to be charged to the ultimate 
cons™mers.” 

This same language is in the House hill now hefore von. Work on the report 
contemplated in the above language is understood to be still in process but nearing 
completion. 

The hasie pronosition, however, is still alive. H. R. 3691, introduced in the 
Honse on March 5. 1953. would anthorize the construction of this same anqneduct 
as an extension or expansion of the Central Valley project. The introduction 
of this hill would appear to recocnize, for the first time, that there is no exist 
ing authorization for the construction of this aqneduect. However, in view of 
the nersistence with which this drive for a suhsidized municipal water supply 
is revived. we ask that the restrictions of last vear’s act he continued in the 
legis!ation before you—namely, that no funds apnronriated shall be used for the 
construction of an aauednect or extension of the Contra Costa Canal to the 
Southwest Contra Costa County Water District: and that no contract shall be 
negotiated for the financine or construction of such aqueduct or canal unless 
and wntil such shall have been snecifieally authorized by Congress. 

The nurnose of these restrictions is to prevent not only the construction or 
initiation of construction of this protect but to prevent our being confronted 
and your heine confronted by the accomplished fact of a contract being executed 
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between the Bureau of Reclamation and the Southwest Contra Costa County 
Water District, and with the momentum of that behind it, to again seek piecemeal 
appropriations to get the work launched. Since the matter has persisted as it has, 
we think a prohibition against any executive finding that might authorize this 
project is necessary and desirable. 


STATEMENT ON BEHALF oF East BAY Muntorpar Uriniry District sy JOHN W 
McFARLAND, GENERAL MANAGER 


The East Bay Municipal Utility District has appeared before your committee 
the last 2 years in opposition to any appropriations for the Bureau of Reclama 
tion to construct works to bring water from the Contra Costa Canal in California 
into an area already adequately served by the East Bay Municipal Utility 
District. On both oecasions and again today we point out that such a project 
would result in the unjustifiable expenditure of Federal funds for an entirely 
unnecessary and undesirable duplication of our facilities, and would not be in 
the interests of the cities and counties that we serve. 

Last year, after appearances before both the House and Senate Subcommittees 
on Interior Appropriations, the following restrictions became law in the 1952-58 
Appropriations Act for the Department of the Interior, and I quote from Public 
Law 470, 82d Congress, chapter 597, 2d session, H. R. 7176: 

“Provided, That no part of this appropriation shal] be available for other than 
the completion of field engineering, survey work, and preliminary designs of the 
Southwest Contra Costa Water District System, and no repayment enacted shall 
be executed or construction begun until plans have been submitted to and ap- 
proved by Congress through its legislative and appropriation procedures, after 
submission of a report to the Congress by the Secretary of the Interior (1) on the 
cost and feasibility of said project, including the necessary distribution system, 
and (2) on the rates required to be charged to the ultimate customers.” 

To date the report required by the Congress has not yet been available for 
review. We stated this same fact before the House Subcommittee on Interior 
Appropriations on March 30 of this year. Therefore, no new light has been shed 
on the pertinent subject, and we must perforce continue to maintain our previous 
position: unqualified opposition to the proposed project. 

Since our appearance before the House Subcommittee on Appropriations, the 
Interior Department Appropriations Act for 1954 passed the House of Representa- 
tives on April 28, 1953. This act repeats the stipulation of last year, to wit: 

“Provided, That no part of this appropriation shall be available for other than 
the completion of field engineering, survey work, and preliminary designs of the 
Southwest Contra Costa County Water District System and no repayment con- 
tract shall be executed or construction begun until plans have heen submitted to 
and approved by the Congress through its legislative and appropriation pro- 
cedures, after submission of a report to the Congress by the Secretary of the 
Interior (1) on the cost and feasibility of said project. including the necessary 
distribution system and (2) on the rates required to be charged to the ultimate 
consumers: * * *” 

In view of the fact that no further information appears to exist at this time to 
enlighten Congress on this controversial subject, we respectfully request that 
your committee continue the above language in the Anpropriation Act for 195% 
54. Asa matter of fact, there would appear to be considerable justification to 
specifically prohibit in the Appropriations Act for 1953-4 any appropriation at 
all for this project unless it is authorized by an act of Congress, which we sin 
cerely believe it never will be. Our own continuing review of the proposed 
project convinces us more than ever that the costs involved will result in costs 
of water to the customers, if there really be any such customers in the Southwest 
Contra Costa County Water District, higher than our own already in effect, and 
that even if this were not true, it is unthinkable that there be competition between 
a local publie agency and another local public agency fostered by the participa 
tion of a Federal department. 

In conclusion, I would like to state that our own East Bay Municipal Utility 
District, which is a publicly owned corporation, is willing and able to serve the 
needs of the people and industries within its boundaries. It is our opinion that 
a good job has been done to date in this field and that the majority of the people 
are satisfied with it. Whatever problems exist now or in the future, we are 
prepared to sit down and work them out locally without Federal expense 
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Senator Hennines. We always like to give right-of-way to these 
folks I know that do not have enough hours in the day. 


SPA Continuina Funp 


STATEMENT OF HON. THOMAS C. HENNINGS, JR., A UNITED STATES 
SENATOR FROM THE STATE OF MISSOURI 


HOUSE ACTION 


Senator Hennines, Mr. Chairman, members of the committee, I ap 
preciate the opportunity you have given me today to testify in be- 
half of the continuing fund for the Southwestern Power Administra- 

tion for the fiscal year ending June 30, 1954. 

As you gentlemen know, I appeared before this subcommittee in 
1951 in behalf of this appropriation for the 1952 fiscal year. Last 
year it was not necessary for me to testify because it was apparent 
that the Congress would provide adequate funds in any case. This 
year, however, because of the action taken by the House of Repre- 
sentatives in reducing the appropriation from $3,736,000 for this item 
to $150,000, I felt that it was imperative to take up the time of the 
committee to urge you gentlemen to approve the full Eisenhower bud- 
get of $3,736,000. 

The question involved in the SPA continuing fund is becoming an 
old one for the Congress and so far each year we have risen above 
sectional interests and partisan views to appropriate the necessary 
funds to permit the vital work of the Southwestern Power Adminis- 
tration to be continued. Many experts on both sides of this question 
have appeared before you and the members of the House subcommit- 
tee and have given voluminous testimony concerning the details of 
the appropriation and the arguments pro and con. No purpose would 
be served, therefore, in any attempt on my part to duplicate again 
the detailed testimony which you gentlemen have already heard. I 
do want, however, to emphasize for the benefit of this committee and 
other Members of the Senate the urgency of this appropriation, and 
of my complete support of the full budget request. 

In my State of Missouri alone, the failure of the Congress to ap- 
propriate adequate funds for the SPA to carry out its plans and _com- 
mitments to the generating and transmission co-ops, the municipalities, 
and the privately owned utilities will adversely affect about a half 
million people: 250,000 of these people are members of the rural 
electric cooperatives which through the generating and cere yee 
co-ops have contracts with the SPA. The other 250,000 people are 
living in communities in Missouri which buy electric power from 
SPA. 

I am going to confine my testimony to a few important reasons why 
the Congress should appropriate the full $3,736,000. 


HOUSE ACTION 


The record of the debate in the House of Representatives on April 
28, 1953, indicates that the House of Representatives cut the con- 
tinuing fund of SPA to $150,000 because they were misinformed about 
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two things. They were under the impression that the 12 private 
utility companies operating in Missouri would be able and would 
provide adequate electric power for all consumers in Missouri having 
preference rights under the Flood Control Act of 1944 at reasonable 
rates which these people can afford to pay. In a letter dated April 
5, 1953, addressed to Representative Ben F. Jensen, chairman of the 
House Interior Subcommittee and signed by Frank M. Wilkes as 
chairman of an executive group of the interested private utility com 
panies, Mr. Wilkes stated that if the continuing fund was limited 
to $150,000— 

no individual, cooperative, or muncipality now receiving service in the South 
west area covered by these companies will have any disruption of his or to 
its electrical services during the fiscal year 1954 by reason of the withdrawal 
of appropriations from the continuing fund. 

He further pointed out that two Oklahoma private utilities were 
already operating under an agreement with the SPA and that the 
12 companies referred to— 
will diligently pursue the negotiations with Southwestern Power Adminisira- 
tion, and will use their best efforts to work out an honest and fair result of 


such negotiations which will protect the interests of the preferred customers 
of section 5 of the Flood Control Act of 1944 * * * 


On the basis of information available to me, I think I can safely 
say that this statement is inaccurate. I am told that the private 
utility companies referred to broke off their previous negotiations 
with Southwestern Power Administration some 2 weeks ago and were 
refusing to negotiate. Last Monday, however, I understand a meeting 


was held in the office of the Honorable Fred Aandahl, Assistant Secre- 
tary of the Interior, at which the private utilities, the SPA, and the 
rural co-ops were represented. I have not been informed as to the 
exact details of that meeting. A similar meeting was held later the 
same day between representatives of SPA, the private utilities, and 
the municipalities. 

In any case, Mr. Wilkes’ statement is, under the most favorable inter 
pretation, based on assumptions that, when fully understood, clearly 
show that the proposal of the private utilities to transmit or “wheel” 
the hydroelectric power of SPA from its dams to the rural distribution 
co-ops and the communities of Missouri (implicit in the statement) is 
not in the public interest or the interest of the rural co-ops. 


PRIVATE UTILITIES PROPOSAL 


It is my understanding that the private utility companies have put 
forward the proposition that they should acquire all of the power of 
SPA at the bus bar and then sell it to the rural co-ops and the munici- 
palities. This, however, does not, as I can see the problem, make any 
arrangements for the integration and operation of the facilities owned 
and operated by the generating and transmission co-ops. I am ex- 
tremely skeptical of the ability of the private utility companies to 
supply the necessary power to the rural co-ops and the municipalities 
as well as their other customers at rates which are low enough to permit 
farm families and the residents of the towns and cities in Missouri to 
afford the full use of electric power. There is much evidence to the 
contrary. 
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I understand that representatives of the private utility companies 
have testified before this committee to the effect that the SPA trans- 
mission lines and the transmission lines of the G. and T. co-ops dupli- 
cate preexisting transmission facilities built and owned by the private 
companies which are a Ba and that no power shortage has existed 
in the great Southwest are 


POWER SHORTAGE 


Gentlemen, I am not going to rehash statistical material that you 
have already heard. I rest my case on the simple staternent that in an 
expanding economy such as ours there is with rare exceptions now 
actually a power shortage throughout the country and potentially an 
even greater power shortage for the future. This is particularly true 
in the region of Missouri, Oklahoma, Arkansas, and iain 

It appears that the private utility representatives have appeared 
before you and in one breath cl: 1imed that there is an adequate supply 
of pore in the Southwest area and, in the next breath, volunteer 
to buy, or to take over, integrate—that is, swallow, in one gulp—the 
facilities hiseode built and those being built by the G. and T. co-ops. 


PRIVATE COMPANIES DESTRUCTION OF CO-OPS 


Now, gentlemen, we I am sure, can all see through this thinly veiled 
attempt by the private utilities companies to disrupt and, in the end, 
destroy the efforts of the rural co-ops to defend themselves against 
private utility power monopoly by building generating and trans- 
mission facilities through REA loans and the power sale and exchange 


contracts which they have made with SPA. Once the private utilities 
companies have removed any sign of competition in the sale of elec- 
trical energy in wholesale quantities, they can deal with these rural 
co-ops pretty much on their own terms. Obviously, there is room in 
this territory for all the electrical energy that can be generated by 
the private utilities companies, by SPA, and by the G. and T. co-ops. 
It is also obvious that the facilities which have been constructed by 
the G. and T. co-ops and SPA have and will serve indispensable func- 
tions if all the rural families which are already using electrical energy 
and many thousands more to come, together with the residences of 
towns and cities in Missouri and the other States, are to have adequate 
electrical energy at a reasonable cost. 

It is clear to me that if the Congress does not appropriate the 
$3,736,000 needed by SPA to adequately carry through with plans for 
the purchase of electric power from the G. and T.’s, s, and the le: asing of 
transmission lines from those co-ops for the pure hase of ac hieving their 
integrated and interrelated power system in the Southwest which in- 
cludes the SPA, the rural co-ops, and the private utilities, the Congress 
will have destroyed a vital project for this part of the country. This 
will mean the probable loss of millions of dollars to the Federal Gov- 
ernment, and certainly in the end, millions of dollars in the form of 
increased costs of electricity for the consuming public in the great 
States of Missouri, Oklahoma, and Arkansas 
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Congress must at this point choose between carrying through the 
plans which have already been approved by Congress over and over 
again to assist the rural co-ops in their efforts to provide for them 
selves adequate electrical power at reasonable rates even in remote rural 
places or rendering a terrible blow at the heart of the REA idea. The 
Southwestern Power Administration is only one of many such schemes 
throughout the country. We are at the crossroads; and by the decision 
of Congress on this matter we shall either choose the road forward to 
progress for our rural communities, or the road. backward to a policy 
of private power monopoly and an economy of scarcity. 


RECENT COURT CASE 


The other fallacy on which the House of Representatives appar 
ently depended in taking the action to cut the continuing fund to 
$150,000 was the representation that, as a result of the recent decision 
of the Supreme Court of Arkansas invalidating a contract between 
the Arkansas Electric Cooperative Corp. and the SPA, the Congress 
should provide no more funds for similar contracts in Missouri 
because of the pending case in a Federal district court against SPA 
brought by 12 Missouri private utilities. 

It is true that the Arkansas Supreme Court made this ruling, but 
the decision of the Arkansas court is not controlling in any other 
pees and is certainly not controlling in the pending Federal 

vase brought against SPA by the private utility companies operating 
in southwestern Missouri. Even if the United States District Court 
for the District of Columbia, before which this case is presently pend 
ing, strikes down the contract between SPA and the generating and 
transmission co-ops in Missouri, such a decision would be subject to 
appeal, and I am sure would and should be carried to the appellate 
courts. Also I might note that the Missouri law is different from the 
Arkansas law and the Arkansas decision is no indication of what the 
Federal court will decide about the Missouri law. 

Senator Corpon. Would you mind if I interrupted you for a 
moment ¢ 

Is it your understanding that the case in Federal court is concerned 
at all with any law of the State of Missouri? 

Senator Hennrnes. It is my understanding that it is affecting that 
portion of the lines of the State of Missouri. 

To deny adequate appropriations to SPA at this time because of 
the sweeping and cavalier statement of a representative of the private- 
utility companies that no preference customer would be adversely 
affected by abandonment of the continuing fund in the face of the 
anguished cry from the thousands of persons living on farms and 
cities in Missouri and Oklahoma, as indicated by the representatives 
who have come here to Washington at great expense, and by the 
thousands of letters that have been received by Members of Con- 
gress representing the great States of Missouri, Oklahoma, Arkansas, 
and Texas, would be, in my opinion, little short of irresponsibility. 

To fail to appropriate adequately on the basis of the decision of 
the supreme court of one State, not included in the requested appro- 
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priations, because another suit is pending in a Federal court, would 
be premature, presumptuous, and likewise irresponsible. 


DECLARED CONGRESSIONAL POLICY 


Involved in the decision Congress makes concerning the SPA con- 
tinuing fund is basic congressional policy. Any decision not to pro- 
vide a full appropriation of $3,736,000 for the continuing fund will 
depart from previously decl: ared policies of Congress. In the or iginal 
Flood Control Act of 1945 Congress provided for a fund coming 
out of receipts from the sale of power by SPA to cover emergencies 
and to guarantee continuity of electrical service. In 1949 Congress 
further provided that the fund should be used for the additional 
purpose of covering “all costs in connection with the purchase of 
electric power and energy, and rentals for the use of facilities for 
the transmission and distribution of electric power and energy to 
public bodies, cooper atives, and privately owned companies.” 

In 1951 Congress decided that SPA should come back to the Con- 
gress each year to get permission to spend part of its income from 
the sale of power as a continuing fund, but I think the record is clear 
that we pledged at that time = the fund would be approved each 
year. This was the case last year. I think that it can be observed 
that requiring the SPA to come oe each year to obt: ain an appro- 
priation while it provides Congress with a check on the plans of 
SPA for the next fiscal year does consume a great deal of time of 
the Congress and is a very expensive process. 

It seems to me that if Congress acts in a responsible manner it 
will always substantially approve the funds involved in the SPA 
continuing fund. If, however, the Congress desires to terminate 
the arrangements for which the continuing fund is needed, Congress 
should consider the question as a policy matter and provide suffi- 
cient time—probably a year—in which the G. and T. co-ops and 
their distribution cooperative affiliates may properly make suitable 
contractual relations. To cut them off now without notice, so to 
speak, would merely leave them at a great disadvantage in dealing 
with the private-utilities companies. For this reason I urge that in 
any case a full appropriation be made for this year. 

In conclusion, gentlemen, I would like to place in the record excerpts 
from a number of letters wihch I think are fairly representative of 
the mail I have received on this subject, and which I think graphically 
tell the story of the desires and needs of a half a million or more 
people in my State; and with your permission, I will leave a copy 
of these excerpts for the record. 

Senator Corvon. Without objection, that will be made part of the 
record. The Chair will say that there is a rather voluminous amount 
of testimony in the record on the subject. 

(The excerpts referred to follow :) 


Excerrets From Lerrers RecCeivrp By SENATOR THOMAS C, HENNINGS, JR., 
UrGiInG Fu_t APPROPRIATION FOR SPA CONTINUING FuND 


From Roy Lippman, secretary, Nodaway Worth Electric Cooperative, Ine., 
Maryville, Mo.: 

“If the Senate backs up the House in its action on the continuing fund for 
Southwestern Power Administration, our cooperatives are going to be placed in 
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a very hazardous position. The generating plant at Missouri City was built on 
the strength of a contract between the Northwestern Electric Power Cooperative 
and the Southwestern Power Administration. Briefly, the contract was that the 
power output of our generating plant would be purchased by Southwestern 
Power Administration at 5.8 mills per kilowatt-hour and this power would be 
integrated with the dump power from Bull Shoals Dam and our power require 
ments would be supplied by Southwestern Power Administration at 5.6 mills 
per kilowatt-hour. Our plant cannot operate economically without running the 
plant at full capacity. At the present, our requirements are not sufficient for 
the entire output of the generating plant and it is most necessary that we have 
a method of disposing of the surplus. It was the integrating of the steam 
generated power with the hydroelectric power being generated at the Federal 
dams that made our generation and transmission cooperatives possible. The 
utilities are now getting all but 5 percent of their power from the Federal dams. 
They want to keep it ail, but our folks think that these natural resources should 
be, so far as possible, used for the benefit of the people 

From Julius Helm, executive manager, Missouri State Rural Electrification 
association, Jefferson City: 

“Our association membership very much disturbed over report of committee 
to House on Interior Department appropriations reducing Southwestern Powe! 
administration continuing fund. Particularly do we call attention to that part 
of report on page 3 relating to letter written by Mr. Frank Wilkes which a 
legedly was basis for action taken by committee. 

“If action of committee is sustained it not only will seriously threaten financial 
structure of rural electric cooperatives in Southwestern Power Administration 
service area, but will, in the opinion of our people, represent the most nefarious 
and brazen transaction ever manipulated by the private power interests in the 
Midwest. 

“Mr. Wilkes’ letter, which was an aftermath of committee hearings, is biased, 
misleading, ambiguous and a distortion of important fact involved. Approval 
of committee report involves much more than a complete relinquishing of all 
public power to private interests for their selfish exploitation. It would seriously 
jeopardize a Government financial investment which Congress has a moral 
obligation to protect and defend.” 

From James W. Owens, Jr., manager, M. and A. Electric Power Cooperative, 
Poplar Bluff, Mo. : 

“Reduction of continuing fund serious blow to rural electrification and munik 
ipal power supplies in this area. Power requirements dependent on SPA ability 
to transmit federally owned power through use of continuing fund. Committee 
decision apparently based on power company letter dated April 6, after committee 
hearings. This letter ambiguous and incomplete in its facts. This decision the 
most biased and unfair experienced in this area.” 

From Truman Green, manager, Central Electric Power Cooperative, Jefferson 
City: 

“Reduction in continuing fund of Southwestern Power Administration on 
page 3, report of committee to House on Interior Department appropriations, 
prevents 250,000 farm homes from obtaining Government-owned electric power 
in the southwest area. The only fund allowed is for disposal of power to private 
utilities which makes them the only preferred buyer and forces the Government 
to abrogate contracts with rural electric systems and wrecks years of effort by 
thousands of rural people in six Southwestern States. Committee excuse for 
reduction is based on biased, half-truth letter from Mr. Wilkes, president of a 
private utility company, and not on testimony given before scheduled committee 
hearing on April 1. 

“Action of this committee allows the most brazen looting of public-owned power 
by private interest ever known in this area. 

“Economic feasibility of entire rural electric program in this area depends on 
continuation of contracts for sale and purchase of power from the Government 
dams. After 3 years of construction, our system will be energized next month, 
then cut off after July 1 unless this reduction in funds is restored to SPA. Res 
toration of deleted funds necessary to avoid jeopardizing our financial structure 
and to save the successful rural electric program in this area.” 

From H. D. Miller, general manager, city utilities of Springfield. 

“If Senate does not restore this fund it will deal a critical blow to Springfield 
Not only will it cost the city the $280,390 already spent for a substation and 
transmission lines on the strength of the SPA contract, but a delay of even a 
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year will cost the city more than $400,000. The past year Springfield generated 
two-thirds of its power at a cost of $510,212.08, but paid the Empire District 
Blectriec Co. $583,072.89 for the other third. Demand charges from the Empire 
Co. are presently greater than charges for power consumed. Springfield’s obso- 
lete steam plant is now generating to capacity and up to now has been able to 
provide industrial users with power at lower rates than the city can but from 
the Empire Co. However, this cannot continue much longer and the city’s hopes 
of low power rates to attract industry and foster expansion will be killed unless 
the continuing fund of SPA is restored.” 

From Mr. Charles Chalender, secretary, Springfield Utilities Board: 

“Relying on the action and promises of the Congress, the city of Springfield 
entered into a contract with SPA for Government power and has spent $280,390 
on a substation and transmission lines in order to carry out its part of the con- 
tract. I can hardly believe that Congress will take action which will prevent 
its carrying out its part of the same contract. 

“For the year ending in March 1953, the city of Springfield manufactured 
two-thirds of its requirements in its old, obsolete steam plant at a cost of $510,212. 
The other one-third was purchased from the Empire District Electric Co., of 
Joplin, for $583,072. These figures indicate our desperate need for Government 
power.” 

From Louis Reps, chamber of commerce, Springfield, Mo. : 

“Frankly, were it not for the fact that our public utilities are making a profit 
in the gas department, our electric rates would have to be raised. Of course, the 
raise would be required because of the exorbitant prices we are forced to pay 
for that portion of the power that comes from Joplin. This is a serious handi- 
cap to our city and the entire region when we seek new industrial developments. 

“Seemingly, shortsighted people fail to realize that the retail market for 
appliances developed by the REA has been one of the great booms to what so 
many call private enterprise. As these lines have been extended, users have 
been willing to buy refrigerators, stoves, pumps, washing machines, toasters, and 
many other electrical gadgets. Retailers in nearby towns have been helped, 
but of course, all of this goes back to additional orders for manufacturing plants’ 
located all over the United States. 

“We had a meeting in this office Friday * * *. In describing what is being 
attempted at Washington, the word ‘steal’ was frequently used. It is unthink 
able that impartial Members of our great congressional body would let people 
get away with what they are attempting to do.” 

From T. F. Hunter, mayor, New Madrid, Mo.: 

“As you know, the Southwest Power Administration has wheeling agreements 
now operating and have been for some time in the States of Texas and Oklahoma, 
which States have legalized this system of distribution. Southwest Power Ad- 
ministration wants the same kind of agreement for operation in the State of 
Missouri. We have been trying to get Southwest Power Administration lines 
into our city since 1950, but since they do not have the money to construct 
distribution lines from Essex, Mo., 30 airline miles away, it would make it 
necessary for them to wheel the current over M. and A. lines or some other 
private power company. Without the continuing fund, it would be impossible 
for Southwest Power Administration to enter into any wheeling agreement in 
this section of Missouri for the simple reason that they would not have money 
to pay for current used in this agreement. 

“Tf you would stop to think about this 1 minute, you would see why the 
private interests are fighting the continuing fund so hard, for without this fund 
Southwest Power Administration cannot operate in Missouri. All moneys paid to 
Southwest Power Administration for power are sent directly to the United States 
Treasury and any money due any company for wheeling agreements has to be 
appropriated by Congress for the ensuing year. 

“The private utilities contend Southwest Power Administration does not need 
the continuing fund in Missouri. We agree 100 percent, if Southwest Power 
Administration does not wheel any current in the State of Missouri to any 
private, municipal utilities of REA in the State of Missouri, because this one 
fund alone will kill Southwest Power Administration operating in our State. 
Integration of utilities is the only way that current can be sold to the people 
cheaply.” 

From Byron Kearby, president, board of public works, Poplar Bluff, Mo.: 

“The city of Poplar Bluff entered into a contract with the United States Govern- 
ment through the Southwestern Power Administration, a division of the Depart- 
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ment of the Interior, on the 5th day of December 1950. The service to Poplar 
Bluff is to begin this year. The necessary money for the connection with the 
Missouri-Arkansas Transmission Cooperative has been approved by Congress and 
the construction of the line and necessary substations has been started. 

“We have outstanding at this time approximately $450,000 in revenue bonds 
against the city light plant and the distribution system. If it becomes necessary 
for us to buy additional equipment, it would be almost impossible to get the 
people to approve another bond issue for possibly another 10 years. However, 
with the equipment we have at this time, we feel that if we can purchase power 
from the Southwestern Power Administration we, at the same time, will not be 
required to raise the rates for electric energy and can continue to give good serv- 
ice, and also save the additional investment and our equipment. Under our 
contract, we can purchase about 40 percent of the energy that we use from SPA, 
at a savings to the people of Poplar Bluff. 

“In order to maintain the proper operation between the Southwestern Power 
Administration and the Missouri-Arkansas Cooperative and the city of Poplar 
Bluff, the necessary payments are made to the various parties through the con 
tinuing fund of SPA. Since this is an operation fund by which the entire system 
operates each year and is a businesslike arrangement, the board of public works 
feels that your support for the fund is in line with good business procedure, and 
a saving to the taxpayers, and does not enter into the argument that private 
companies are making concerning public power. 

“The city of Poplar Bluff has owned and maintained its electric system since 
1917, and has grown from an original investment of $20,000 to approximately 
$3 million, and we have at all times rendered very satisfactory service to the 
people of Poplar Bluff, at a rate that is very reasonable and considerably below 
the rate we would be paying today if the city of Poplar Bluff depended upon pr 
vate power for its electric energy. We have reduced the rates four times since 
the city built its own electric plant and distribution system, notwithstanding 
the fact that we have been in competition with private power. 

“About 75 percent of the 16,000 inhabitants of Poplar Bluff are patrons of the 
city light plant.” 


Senator Corpon. Mr. Ellis? 
NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION 
STATEMENT OF CLYDE T. ELLIS, EXECUTIVE MANAGER 
PREPARED STATEMEN’I 


Senator Corpon. I notice you have a rather voluminous statement 
of your own consisting of 18 pages. We will make that a part of the 
record, and if you will, just highlight it. 

Mr. Exuts. Thank you, Mr. Chairman. 

For the record, my name is Clyde T. Ellis, executive manager of the 
National Rural Electric Cooperative Association. ; 

Chairman Cordon, I am happy that you are presiding here today 
because you have followed closely the matters that I want to talk 
about in highlighting the statement which I have filed. 

(The statement referred to follows :) 


STATEMENT OF CLYDE T. Eiiis, Executive MANAGER, NATIONAL Rurat ELectrie 
COOPERATIVE ASSOCTATION 


Mr. Chairman and gentlemen of the committee, my name is Clyde T. Ellis. 1 
am executive manager of the National Rural HBlectric Cooperative Association, 
the service organization of rural electric systems in the United States with a 
membership of some 934 rural electric systems serving approximately 3% mil- 
lion farm families in 42 States and Alaska. a 

I appear before you, pursuant to policies established in local, State, regional 
and national meetings of the rural electric systems, to urge your approval of 
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certain appropriations for the Interior Department power agencies adequate to 
allow these agencies to carry out established Federal power marketing policy 
during fiscal 1954, insofar as same affects the farmers’ electric systems. The 
items which I shall mention are of vital interest to rural electric systems within 
the service areas of the Southwestern Power Administration, Bureau of Recla- 
mation, Bonneville Power Administration, and Southeastern Power Adminis- 
tration. 

The rural electrification program will be hurt badly if certain cuts made by 
the House are approved by the Senate. The farmers’ electrification program will 
be permanently hurt if policies declared by the House Appropriations Committee 
in its report on the Interior bill, and agreed to by the House, are adopted by the 
Congress, 

SOUTHWESTERN POWER ADMINISTRATION 
Construction 


(Requested for fiscal 1954 (Eisenhower budget) $644,500) 


These funds are for completion of the construction program initiated in 1950 
which provides for interconnections with private utilities, the Western Farmers 
Klectric Cooperative in Oklahoma, and the M. & A. Central, Northwest, Sho-Me 
and Kamo Electric Power Cooperatives in Missouri. No new starts were re- 
quested. 


Operation and maintenance 
(Requested for fiscal 1954 (Bisenhower budget) $1,800,000) 


We understand these funds are required not only to maintain an adequate staff 
and physical plant, but to finance studies needed to efficiently deliver Federal 
hydroelectric energy over the systems of the commercial power companies, 


Continuing fund 


(Requested for fiscal 1954 (Eisenhower budget) $3,736,000) 


These funds represent money for expenditures based on contractual arrange 
ments for the purchase and sale of power, including agreements between SPA 
and the Western Farmers Electric Cooperative, Kamo Electric Cooperative, Inc., 
Northwest Electric Power Cooperative, Inc., Sho-Me Power Coo! erative, Central 
Electric Power Cooperative and M. & A. Power Cooperative, all in Oklahoma and 
Missouri. 

Gentlemen, it is evident from the House committee report that the House com 
mittee misunderstood the effect of its recommended elimination of all } ut $150,000 
of the Eisenhower budget request of $3,736,000 for the purpose of the so-called 
SPA continuing fund. The House likewise misunderstood the facts, we believe 
when it approved that disastrous cut. 

Here is the committee recommendation quoted from page 3 of its report: 

“An appropriation of $5,650,000 was requested for this item. The committee 
has allowed $150,000, a reduction of $5,500,000. (This was the Truman budzect 
request; the Eisenhower budget request was $3,736,000). The amount allowed 
is to be used for the purchase of power and for the payment of wheeling charges 
under existing contracts. 

“In a letter dated April 6, the committee was advised by the chairman of the 
executive committee of the Southwestern Power System (a private power co 
pany group) * that the member companies in that System saw no need for the 
continuing fund appropriation, and assured the committee that the deletion of 
such fund would not in any way result in interruption or curtailment of service 
to any preference customer or other consumer on their systems.’ In his reply 
dated April 14, the chairman of the subeommittee advised the member com 
panies of the Southwestern Power System that if the committee took such action, 
it would be due in part to this commitment? made by the member companies in 
their letter and at the time of their appearance before the subcommittee on 
March 31, 1953.” 

rhe whole point is that 5 of the 6 rural electric generation and transmission 
cooperatives mentioned above are not “on their systems.” The six farmers’ 

generation and transmission co-ops have contracts directly with SPA and for 

1 Parentheses supplied 
2 Italic supplied. 
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the most part they are not even in the areas supplied by power companies which 
have contracts with SPA. 

The effect of eliminating all but $150,000 of the continuing fund would be to 
wreck the power purchase and interchange arrangement of 6 rural electric 
generation and transmission cooperatives supplied or preparing to supply power 
to the 42 distribution cooperatives which will in turn supply power to over 1 mi 
lion farm people in Oklahoma and Missouri 

Douglas G. Wright, Administrator of SPA, has stated that if the House co! 
mittee action is permitted to stand, he will be forced to abrogate the Gove 
ment’s power contracts with at least 5 of these 6 farmers’ federated cooperatives 
Representatives of these co-ops will appear before you, I understand, and state 
that their program will be little short of ruined if tle House action is permitted 
to stand. 

You see, the power companies in their arrangements with SPA, for the most 
part, simply trade horses with SPA. The power companies are purchasing the 
bulk of SPA power. Some of it is purchased outright. Some, in the case of 
wheeling contracts with two Oklahoma companies, is bartered from SPA. The 
companies deliver to SV’A in the course of a year X nunrber of horses and they 
buy back from SPA Y number of horses and payment is made one way or the 
other only on the difference. That is why only $150,000, which the House al- 
lowed, is necessary to carry out SPA’s contracts with the 2 Oklahoma power 
companies. 

SPA’s contracts with the federated generation and transmission electric co 
operatives, however, don’t permit any such bartering or trading of horses, with 
payment only on the difference. SPA requires the co-ops to pay SPA in cash 
for all the horses—lI am talking about kilgwatt-hours, of course—which the co-ops 
purchase from SPA during the year and they require SPA to pay the cooperatives 
in full for all the horses SPA gets from the cooperatives. There is no payment 
only of the difference; there is payment in full both ways. 

As you all know, hydropower is used most efficiently when it can be inter- 
changed with systems having thermal generation. Except for the difference in 
types of contracts, the cooperatives are exchanging power with SPA in much 
the same way as the two Oklahoma power companies. The exchange arrange- 
ment is a good deal for both the power companies and all cooperatives, as well 
as for the Government. SPA is only a wholesale supplier, not a distributor. The 
distribution loads are subject to terrific daily and seasonal peaks. Both the 
private and cooperative distributors through these exchange agreements can 
simply call on SPA for extra power during their peak loads and through the 
night they in turn can sell firm power back to SPA from their steam generators 
for the use of its other wholesale customers, and SPA can store water while it is 
calling upon the private companies and cooperatives for power during these 
offpeak hours. 

We are sure Congress intended this type of arrangement when on the one 
hand it enacted section 5 of the Flood Control Act of 1944, providing for sale of 
power to public bodies and cooperatives, while on the other hand authorizing the 
Army engineers to instail generators in the dams so large that there is not water 
to turn them all the time, making the power undependable except through some 
such integration and interchange arrangement. 

The House action wrecks these efficient power exchange arrangements as fa) 
as the cooperatives are concerned but permits them to stand as far as the power 
companies are concerned. The House action gives the farmers a kick in the 
pants, leaves them stranded, and makes preference customers out of power 
companies. We just can’t believe that the House of Representatives of the United 
States Congress really intended that. 

This so-called continuing fund doesn’t cost the Federal Government a dime. 
SPA buys power with these funds and instantly sells that power, adding in the 
course of the day its own hydropower. The full amount and many times more is 
repaid by users of power, SPA’s customers, and returned to the Treasury the 
same year. 

Deny SPA this arrangement and you force it to dump much of its power at the 
dams at dump prices—the other fellows’ prices. 

Last Wednesday we sent the SPA Administrator the following telegram: 

“Tf the action of the House of Representatives in eliminating all but $150,000 
of the Administration’s $3,736,000 budget request for the SPA continuing fund 
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is approved by the Senate, what affect will this have on SPA’s power-supply 
and power-exchange contracts with the following generation and transmission 
cooperatives in Oklahoma, Missouri, and Arkansas: Western Farmers Electric 
Cooperative, Kamo Electric Cooperative, Inc., N. W. Electric Power Cooperative, 
Inc., Sho-Me Power Cooperative, Central Electric Power Cooperative, and M. & A 
Power Cooperative.” 

We received the following telegram from the Administrator : 

“Re your telegram this date. Please be advised that if the action of the House 
of Representatives in eliminating all but $150,000 of the Administration's $3,736,- 
000 budget request for the continuing fund is approved by the Senate, the effect 
on SPA’s power supply and power exchange contracts with generation and trans 
mission cooperatives in Oklahoma, Missouri and Arkansas will be as follows. 
The language of the appropriation bill as passed by the House of Representa- 
tives provides $150,000 for all costs in connection with the purchase of electric 
power and energy and rentals for the use of transmission facilities. It appears 
that the House of Representatives intended to restrict the use of that amount 
of money to the purchase of power and the payment of wheeling charges under 
existing contracts. This interpretation is indicated on page three of House of 
Representatives Report No. 314, 83d Congress, Ist session. Under that inter- 
pretation electric power and energy could be purchased from the generation and 
transmission cooperatives as well as from the private utilities, but this alone 
would require $2,418,025. Funds would be available to pay service charges esti 
mated at $132,975 under existing contracts with private utilities and generation 
and transmission cooperatives. Lease payments estimated in the amount of 
$1,185,000 could not be paid to the generation and transmission cooperatives. 
Thus the action by the House of Randianintinen if enacted into !aw, would pre 
vent this administration from carrying out its obligations to the Western Farmers 
Electric Cooperative, Kamo Electric Cooperative, Inc., N. W. Electric Power 
Cooperative, Inc., Sho-Me Power Cooperative, and Central Electric Power Co- 
operative. The obligations to the M. & A. Power Cooperative could be earried 
out because existing agreements with that cooperative do not involve rental 
facilities. The lease agreement with Sho-Me Power Cooperative would not be 
affected because it was not anticipated that expenditures under that contract 
would be required in fiscal year 1954. Restricting the rental part of the continu- 
ing fund to payment of wheeling charges under existing contracts would abrogate 
present arrangements to deliver electric power and energy to Sho-Me at Mans- 
field, Mo. The action by the House of Representatives would permit this Ad- 
ministration to carry out its obligations to the towns of Sikeston and Poplar Bluff, 
Mo., under the contract with M. & A. Electric Power Cooperative, but would 
abrogate obligations of this Administration to the towns of Springfield, Hermann, 
Lamar, and Lockwood, Mo. 

The rentals to which Mr. Wright refers are as much a part of SPA’s contracts 
with the co-ops as any other part, and they, too, cost the Government nothing, 
for the price is included in the rates the farmers pay and are returned to the 
Treasury the same year. 

Perhaps we should make some reference to the recent supreme-court decision 
in Arkansas, in a case filed by the power companies, holding that the Arkansas 
Electric Cooperative under the Arkansas law could not legally sell power to SPA, 
under the mutual-exchange-of-power contracts than before the State court. 

Even if that were so—and this Arkansas co-op is not one of the six to which 
we have referred—we still take issue with the following statement on page 397 
of part 1 of the House Interior Appropriations hearings before the subcommittee : 

“Tt seems this [continuing] fund can be largely if not totally eliminated, since 
the Arkansas Supreme Court has held that SWPA has no legal right to purchase 
power as such.” 

This, of course, refers to the second point of the court's decision, and it is my 
opinion, as it apparently was the opinion of at least one of the Arkansas Supreme 
Court Justices participating in this case, that the Arkansas Supreme Court lacks 
jurisdiction to decide a Federal question of this nature, even within Arkansas. 
It lacks jurisdiction to tell the Federal Government and the Congress what they 
cannot do. In any case, its opinion would not be binding in other States. 
Therefore, I cannot see how the Arkansas decision could possible affect the over- 
all right of SPA to purchase and sell power and, hence, remove the need for this 
appropriation. 

Reference has also been made to a case pending before the United States 
District Court for the District of Columbia, a suit brought in 1950 by 10 Missouri 
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power companies against the Secretaries of the Interior, Agriculture, and Treas 
ury, and the REA and SPA administrators attacking the legality of other con 
tracts between SPA and Missouri cooperatives. The power companies evidently 
did not have enough faith in their case to obtain an injunction, with the result 
that the above-mentioned rural electric generation and transmission coopera 
tives in Missouri and Arkansas, whose feasibility depended upon their power- 
exchange contracts with SPA, have proceeded with construction and are now 
either ready or substantially ready to begin operations under the contracts. As 
long as this case is pending before the Federal Court, we feel that any action of 
the Congress whereby funds would be denied for the carrying out of the Okla 
homa and Missouri contracts would not only imperil the feasibility of the gen- 
eration and transmission cooperatives involved but might aid the power com 
panies in their lawsuit. 

Much testimony has been offered and much discussion has occurred concerning 
the negotiations between power companies in Missouri and Arkansas and the 
Department of the Interior relative to a wheeling contract whereby hydroelectric 
power from the SPA projects would be wheeled to preference customers in 
these States. The power companies for years told this committee they would 
not wheel SPA power to us. Finally they said they would and you deleted or 
deferred transmission facilities to permit them to do it. Two Oklahoma com 
panies have done so. But the 12 other companies who said they would now 
say they won’t. They have done this since the House action a few days ago 
They are demanding bus bar sale to them at the dams, again leaving us stranded 
They won't keep their word with you any better than they will with us 


BUREAU OF RECLAMATION 


Gentlemen, in our statement before the House committee, we listed the various 
budget requests for Bureau of Reclamation electric-power facilities, including 
generation plants and transmission lines which would affect the rural elee 
trification program in the various areas, and we listed the farmers’ rural electric 
systems which benefit from those projects. In the interest of time and economy, 
we are not listing all of those projects or those farmer electric systems in our 
testimony before this committee, but we would like to include them by reference 
They appear on pages 566 to 569, part IV, of the House Appropriations Com 
mittee hearings on the Interior appropriation bill. 

We would like to call your attention to a few of the Bureau projects which 
we think need your immediate attention. 

Representatives of rural electric cooperatives of Minnesota and North Dakota 
will appear before you in support of a badly needed transmission line from 
Fargo, N. Dak., to Fergus Falls, to Benson, to Granite Falls. The Truman 
budget requested $4 million for these lines, but it was deleted in the Eisenhower 
budget. 

The House committee, in its report, concurred in deletion of the Minnesota 
lines, but directed $400,000, originally earmarked for the Big Bend-Huron 
Watertown, 8S. Dak., transmission line, for the completion of plans and speci 
fications for a line running from Big Bend, 8S. Dak., to Watertown, S. Dak.. 
thence to Granite Falls, Minn. 

We think construction of the entire Minnesota loop as proposed in the original 
budget is justified. It would save the farmers a tremendous amount of money 
that would improve the farmers’ power supply. We urge that you appropriate 
the full amount for these lines. As you know, the lines will be paid for with 
interest by the farmers who use the power and by the power companies, which, 
incidentally, are also supporting the line. 

There are also a few other projects which have been deleted either by the 
revised budget recommendations or by House committee action which we feel 
are especially important to a continued source of adequate power for rural 
electric systems in the areas affected. 

The Gavins Point-Belden 115-kilovolt line, also deleted in the revised budget 
estimates, would deliver Missouri Basin power into the public-power system of 
Nebraska. The several Nebraska cooperatives and public-power districts served 
by the Nebraska public-power system are anxious about this line which would 
supplement their supply with Misouri River power and afford them efficient 
interchange arrangements. 

We are also greatly disturbed over the complete deletion of fiscal 1954 con- 
struction funds for the Eklutna hydroelectric project in Alaska. We do, of 
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course, realize in all fairness, that funds for this project have been obligated 
to the authorization limit, but it is our understanding that legislation is pending 
which would inerease the authorization, and we ask the committee to give very 
careful consideration to restoring some of the appropriations for this project 
so that the work may go forward. The latest REA statistics indicate that rural 
electric cooperatives in Alaska are paying between 2% and 6 cents per kilowatt 
hour for wholesale energy, due, of course, to the high cost of fuel for thermal 
generation. The rural electric co-ops at Anchorage and in the Matanuska Valley 
are greatly in need of power from the Eklutna project. There is no integrated 
power system in Alaska, and, as far as we are able to ascertain, there is no 
existing private utility company up there able or willing to undertake the large 
seale development of hydroelectric energy that is so desperately needed to bring 
the people a modern standard of living. We feel that the Interior Department’s 
effort to develop hydropower in Alaska is probably one of the most justifiable 
programs of resource development being undertaken at the present time 

The House committee, in its report, recommended elimination of all funds 
requested for new Missouri River Basin transmission line starts in fiscal 1954, 
for the stated purpose of providing time for the Secretary of the Interior to 
restudy and report on the regional power program. All of the rural electric 
systems sincerely desire that the Government operate on as economic and effi 
cient a basis as possible, but we hope that this action will not set a precedent 
for similar action in future years which would have the effect of nullifying 


the established Federal power policy. 


BONNEVILLE POWER ADMINISTRATION 


The House action, in completely deleting several backbone Bonneville trans 
mission lines and drastically reducing recommendations for others, will, we are 
told, seriously delay integration of power from the Chief Joseph and McNary 
Dams, and will cause dangerous operating conditions on overloaded facilities 
Furthermore, our people fear, the sharp cuts made in customer service items 
will cause local power shortages to preference customers in areas of Washing 
ton, Oregon, Idaho, and Montana. 

To emphasize this point, I would like to point out to this subcommittee that 
the House action in taking from the bill $120,000 earmarked for completion 
of a transmission line from Bonners Ferry, Idaho, to Troy, Mont., is, we think, 
false economy. We understand $750,000 has been already obligated on this 
particular facility, and an additional $155,000 is all that is required to complete 
the line by 1955. 

So, we have a $905,000 project almost completed with all rights-of-way se 
cured, all materials purchased, and with the clearing contract 51 percent com 
piete. The line was started in 1950 and was scheduled for energization this 
fall. All that remains to be done is to set the poles and string the line, and 
for this $120,000 is asked. The line will serve the needs of the farmers in 
northern Idaho. Northern Lights, Inc., one of our member systems serving 
2,500 farms and homes in northern Idaho and Montana, has already constructed 
approximately 100 miles of additional distribution line in anticipation of the 
power from this Idaho Panhandle project. 

The House cut Bonneville’s operation and maintenance request from $7,100,000 
recommended by the new administration, to $5 million. A cut of this magnitude 
will almost certainly mean a reduction below industry standards of quality of 
serviee offered by Bonneville to its customers. Interruptions to service and 
long outages can be anticipated if the Bonneville staff is cut to meet a reduc- 
tion of this magnitude. Last year Bonneville received and paid into the Treas- 
ury $38,300,000 in power-sales revenue which is expected to increase to $115,- 
700,000 by 1960, and it certainly appears to be poor economy to impair a record 
of this type to save $2 million during fiscal 1954—$2 million that will be re- 
paid into the Treasury with interest. 

Last year, in recommending 1954 operation and maintenance funds for Bon 
neville Power Administration, the House committee, in approving $6,600,000, 
stated that “this * * * is considered by the committee to be the minimum 
necessary for maintenance of the additional transmission lines and facili- 
ties * * *.’ The committee action this year in recommending $5 million for 
the operation of an even larger system would seem to be at the very least in- 
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consistent. We urge restoration of this item to the amount recommended b 
the Eisenhower budget. 


SOUTHEASTERN POWER ADMINISTRATION 


The original fiscal 1954 budget request for the Southeastern Power Admin 
istration contained the recommendation of $6,700,000 for construction, including 
the following main-stem transmission lines which would provide service to rural 
electric cooperatives in North Carolina, South Carolina, Georgia, Florida, and 
Alabama : 


John H. Kerr Dam to Raleigh, N. C., °30-kilovolt transmission line 

Raleigh, N. C.-Conway, 8. C.-Jacksonville, N. C.-Camp LeJeune, N. C., 115-kilovolt 
transmission line 

Clark Hill Dam-Hartsville, S. C., 230-kilovolt transmission line 

Clark Hill Dam-Planters EMC, Georgia, 115-kilovolt transmission line 

Jim Woodruff Dam-Greenville, Fla., 115-kilovolt transmission line 

Clark Hill Dam-Hartwell-Allatoona, 115 kilovolt transmission line 

Jim Woodrulf Dam Wiregrass Electric Co-op, 115-kilovolt transmission line 


The revised Eisenhower budget cut this figure to $100,000 to be available for 
planning purposes only, which was subsequently reduced to $50,000. This 
subcommittee has repeatedly stressed the necessity for arrangement of so-called 
wheeling contracts whereby the energy generated at Federal projects is de 
livered to the preference customers over transmission facilities of a commercial 
power company for the account of the Government. Except for the Virginia 
Electric & Power Co., which has agreed to wheel power on this basis, no other 
company in the Southeast has offered or accepted a wheeling agreement whic 
protects the rights of the rural electric systems. In our opinion, without ap 
propriations to construct at least some of these transmission facilities in ac 
cordance with the letter and intention of the Flood Control Act of 1944, SEPA 
will be in a practically impossible negotiating position We think any at 
tempt to secure transmission for the account of the Government of Federal 
power from 3 existing dams and 2 others under construction to preference 
customers in any additional southeastern States will be futile if the 100 per 
cent cut is upheld. We hope some of these facilities can be restored. 

The House approved $819,000 of Southeastern’s operation and maintenance 
request for the purchase of energy and wheeling charges in connection with 
carrying out the wheeling contract in Virginia under which 11 rurai electric 
systems are receiving service from the John H. Kerr project over the trans 
mission system of the Virginia Electric & Power Co. We trust the Senate, too 
approve this this item. 

FASTEST GROWING INDUSTRY 


I would like to say a word about the need for power generally. 

The electric-power industry is by far the fastest growing industry in the 
United States. The total electric-power production capacity in the countr) 
in 1912 was approximately 11 million kilowatts. This had doubled to 20.5 mil 
lion kilowatts by 1922. By 1932, the capacity had reached, 43 million kilo 
watts—more than doubling again in a single decade 

The depression slowed the growth of the electrical industry in the 10 years, 
1932-42. so that capacity was only increased by about one-third. Nevertheless 
the capacity in 1942 was over five times what it had been in 1912. By 1951, the 
capacity had increased to 75 million kilowatts, and last October the Defenss 
Klectrie Power Administration stated that by 1955 it would expand by an 
other 41 million kilowatts—well over a 50 percent increase in 4 years. DEIDA 
has said that “experience demonstrates the amount of electric energy used in 
United States doubles approximately every 10 years.” 


REVOLUTION IN AGRICULTURI 


In general, the industrial revolution did not change the production methods of 
the American farmer until almost a century after it brough about mechanization 
of urban industry. Widespread mechanization of agriculture is, at the most 
25 years old. Electricity, the most flexible of all energy sources, was not 
available to any great segment of agriculture: until the rural electric coo; 
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eratives and rural power districts put it there, or caused it to be put there, 
during the last 17 or 18 years. 

Now, however, the electrical revolution on American farms is in full swing. 
Since 1947, aggregate power consumption of rural electric cooperatives and 
rural power districts has increased at a rate somewhere between 24 and 30 
percent each year. In 1942, the REA borrowers purchased a billion kilowatt 
hours for resale. This jumped to 2%-billion kilowatt-hours in 1946—a 100 
percent increase in 4 years. By 1948, this had almost dceubled again to 4%4-bil 
lion kilowatt-hours. By 1951, consumption doubled once more, this time in 
83 years. We estimate that in calendar 1952, REA borrowers distributed for 
consumption 12 billion kilowatt-hours. This is over 12 times their consump- 
tion in 1942-—an increase of twelvefold in approximately 10 years. 

We can see no indication of a leveling off in the increasing rate of consump 
tion of the rural electric systems. This is true despite the fact that very few 
new distribution cooperatives are coming into the field, and the rate of new 
connections for those already in existence is decreasing rapidly with the 
advent of almost 90 percent electrification in most areas. Nevertheless, the 
very fact that American agriculture is still, actually in the process of electrical 
revolution portends continuing increases in the consumption of electricity on 
the farms of America. 

During the fiscal vear 1952, REA statistics indicate that all borrowers used 
approximately 11.4 billion kilowatt-hours of energy. Approximately 50 percent 
of these requirements were purchased from private companies at an average 
rate of approximately 8.6 mills per kilowatt-hour. About 28 percent was pur 
chased from Federal power-marketing agencies at an average rate of 4.9 mills. 
The rural electrics generated less than 14 percent of their requirements—a small 
amount of the total. 

Approximately one-fourth of the rural electrics are faced with existing or 
threatened shortages of wholesale power supply, particularly in the more thinly 
settled, lower-income areas. The relatively low-cost Federal power is not only 
essential to the serving of thousands of farm homes still unconnected but essential 
also to continued adequate service to those already connected. 

So you can see from these facts and figures why the rural electric cooperatives 
and power districts are here to support appropriations for the construction of 
federally financed power generation and marketing facilities. First their lifeline 
of wholesale power supply is at stake. Secondly, the savings are substantial. 
The Federal power program in fiscal 1952 alone saved our systems—the farmers 
approximately $11,900,000. And this figure does not take into account what is 
sometimes called the “yardstick effect” by which the development of Federal 
hydro power generally brings about substantial rate reductions by the private 
companies in the surrounding area. $11,900,000 saved during 1952 under the 
Federal power program represents about $3.40 for every farm family served in 
the Nation by a rural electric system. 

We fully realize that the administration and the Congress are doing everything 
within their power to balance the national budget, and we sincerely hope this 
goal can be achieved without sacrificing either the national defense or the 
economic stability of the Nation. We do, however, wish to emphasize that the 
money which is budgeted each year for Federal power generation and marketing 
facilities is in the nature of a loan, is fully repaid to the Treasury with interest 
by those who use the power, and the appropriation should, therefore, be con 
sidered as an investment rather than an expenditure. 

Inasmuch as the House Appropriations Committee in its report on the Interior 
bill virtually recommended abolition of the long-established Federal power policy 
and the adoption of the Hoover Dam policy instead—and since the House com- 
mittee actions on several items were consistent with its recommendation—I fee! 
we must say something about that. The rural electric systems want the Federal 
power policy continued and supported. 


POWER PROJECTS NOT COMPETITIVE WITH PRIVATE ENTERPRISE 


Despite information circulated to the contrary, Federal power-marketing 
activities are not actually competitive with private industry. Federal agencies 
do not sell power at retail except to very large consumers such as the aluminum 
companies, and there, Federal power was an essential factor in making possible 
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the expansion of these industries to meet emergency requirements. There is no 
competition between the Government and the private companies as to which will 
serve commercial, domestic, or most industrial consumers. 


PREFERENCE CLAUSE DOES NOT DISCRIMINATE AGAINST THE CITY CONSUMER 


Statements have frequently been made that the so-called preference provi- 
sion of the Federal power-marketing policy discriminates against the power 
companies and their customers, largely located in urban areas. The allegation 
is that the urban people are unable to secure the benefits of the Federal develop 
ment. These statements cannot, in my opinion, be supported either by reference 
to the statistics of energy sold by the Federal agencies, or to the legal principles 
involved, 

Bach year NRECA prepares a breakdown of the energy sales of Federal power 
marketing agencies by customer category. The latest study indicates that dur 
ing the fiscal year 1952, the private utilities of the country purchased approxi 
mately 9.75 billion kilowatt-hours, amounting to approximately 21 percent of all 
Federal energy generated, while the rural electric systems purchased only 2.75 bil 
lion kilowatt-hours, or some 5.9 percent of the total energy sales. These figures, I 
think, indicate that if the customers of the private companies are not receiving 
the benefits of Federal power development, it is because the companies are turn 
ing to profit the savings realized from integration with Federal facilities rather 
than passing them on to their customers. 

Also I think no one will deny that the potential hydroelectric power of the 
rivers of the country belongs to all of the people. All of the people, therefore, 
have the right of first use of these resources. 

It has always been true that when the Government decided to make available 
for the public use any of those assets which it controlled as trustee for the people, 
it made them available directly to the people themselves to the extent possible. 
When public lands have been made available for settling, they have been made 
available in the first instance directly to the homesteader, and not to land com 
panies for development on a profit basis. And when surplus foods have been 
made available to the schoolchildren for free lunches or cheaper lunches, they 
have been made available only to the publie schools and nonprofit cooperative 
schools, but not to private schools operated for a profit. 

All of these things are done because when a trustee decides to make a trust 
asset available for the use of the beneficial owners, he not only should, but he 
must make it available first, if it is possible, for the direct use of the beneficial 
owner. The same basic principle may be applied to hydroelectric power generated 
by the Government from hydroelectric resources owned by the people. If the Gov- 
ernment were in the retail electric business and declared it would deliver and 
sell the power to each citizen before it would sell and deliver to a commercial 
company for profit sales, no one would question the decision. The Government, 
however, has restricted its activities in the electric-power field to selling at whole- 
sale. But the inability of the Government to make a retail delivery cannot de- 
story the rights of the individual citizens as the beneficial owners of this power; 
and, if they have organized their own nonprofit groups, they should be entitled 
to the same rights of purchase through these groups that they would have had as 
individual citizens if purchase at retail from the Government were possible. 

Simply because the Government does not make retail deliveries does not de- 
stroy the rights of the individual citizens as the beneficial owners of this power; 
owners, such as those who are served by rural electric systems, are in a position 
to exercise their rights of ownership, those rights cannot be denied them simply 
because other citizens are not in a position to excercise these same rights, The 
whole situation boils down to the recognition of the right of an owner to use 
his own porperty. 

The House committee in its report at page 12, under “Policy on Power Pro- 
duction,” stated : 

“The committee believes that the Hoover [Boulder] Dam is an outstanding 
example of how Government and private enterprise can work hand in hand 
to mutual advantage. Here the dam, with penstocks, was built from Federal 
funds. The surplus power over and above direct project needs was, as pro- 
vided by law leased to private utility companies and municipalities which financed 
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and built the transmission facilities. Here the Government is receiving a reason 
able return and the consumers of power are paying reasonable rates. The region 
being served has grown in amazing proportions. 

“Unquestionably in many additional cases, similar arrangements to those ex- 
isting at Hoover Dam could be negotiated. Encouragement should be lent to 
such possibilities, with firm obligations undertaken, of course, to protect th 
power-consuming publie.” 

The Hoover [Boulder] Dam Act contained no preference clause, I believe, and 
as a result the rural electrification program was long delayed in southern Cati- 
fornia, Nevada, and Arizona. The power is simply dumped at the dam and the 
rural electric systems have had great difficulty in obtaining benefits from it 
either in power supply or in prices. 

Hoover Dam constitutes the outstanding exception to the Federal power proj 
ects. We think it would be a tragic mistake to adopt the Hover Dam practice 
and policy. 

The House committee at page 2 of its report stated its opinion that: 

“* * * wherever possible, private enterprise shall be taken into partnership 
to build, own, and operate that part of each project that can be handled by private 
ownership under conditions that protect the interest of all the people.” 

We question whether in most cases it would be possible for this to be done and 
yet “protect the interest of all the people.” 

The committee went on to say: 

“A careful review of the committee’s actions on this bill will clearly indicate 
its adherence to the policy it has adopted.” 

We agree that the committe’s actions are in line with its new policy, but this 
poliey negates the established Federal power policy written into many basic laws 
from 1906 to date, including the Reclamation Act in 1906, the Federal Water 
Power Act of 1920, the Tennessee Valley Authority Act, the Bonneville and Fort 
Peck Acts, and the Flood Control Act of 1944. 

We humbly submit that Appropriations Committees should not in this way 
attempt to rewrite the basic law of the land. 


CONCLUSION 
Gentlemen, we urge you to do all vou can to assist the farmers’ electric systems 
with their power-supply problems as we have indicated, for at best our road is 
rough and thousands of deserving rural people are still waiting for dependable 
electric service—thousands more for service of any kind. 


WILKES’ LETTER 


Mr. Evuts. First, with regard to the SPA area, I do not want to 
be a party to duplication here, but I feel I must refer to this Wilkes 
letter about which much has already been said. Perhaps I should 
say that I was scheduled to testify when the group was in from the 
Southwestern Power Administration area the other day, but I was 
asked by the clerk of the committee to come back later inasmuch as 
IT am located here, so that others who were from out of town might 
testify. 

I am sure the chairman is familiar with the. Wilkes letter of April 
6, 1953, upon which the House apparently based its decision follow- 
ine the committee’s recommendation. There are 2 or 8 things I 
want to point out about this letter that have not, as far as "know, yet 
been mentioned. 

On page 498 of the House hearings on the Interior appropriations 
there appears this sentence in that letter following the request of Mr. 
Wilkes, speaking for the several power companies, that the continu- 
ing fund be deleted: 

If this is done, we hereby make the unequivocal statement that no individual, 
cooperative, or municipality. now receiving service in the Southwest area, 
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covered by these companies, will have any disruption to his or its electrical 
service during his or her fiscal year 1954 by reason of the withdrawal of the 
appropriations from the continuing fund. 

Now, Mr. Chairman, I raise the question, What did Mr. Wilkes 
mean by the phrase “area covered by these companies” ? 

I should like to show you a general map of that area for the pur- 
pose of pointing out that these companies may or may not be, de- 
pending on how one would interpret that word “area.” ation, the 
areas of six generation transmission cooperatives which would be hurt 
ifthe SPA ec continuing fund is killed. 


POWER SOURCES FOR CO-OPS 


Senator Corpon. Where are the cooperatives getting their power 
now? Are they getting it from SPA over the lines for which the 
money is needed, or are they not ? 

Mr. Exxis. The answer would be both. For the most part, at the 
moment, they are purchasing their power requirements from the com- 
mercial companies in the area but the six generation Hie es em 
cooperatives are under construction, they are pretty well along to- 
ward completion, and some of them are already serving some of the 
local distribution cooperatives. Quite a number of the distribution 
cooperatives are now being served by the generation and transmission 
co-ops involved. 

Senator Corpvon. Might we limit our inquiry to those areas—inas- 
much as this statement which, as ben as I am concerned, is sufficient 


with the information contained in it—but which at least you wor ld 
have to construe as meaning seed veogr: rraphic al area of service of the 
companies in question? It woul | seem to me that the madicy as to 


whether the statement is true or not as to the determining of service, 
would be only in those areas where there is a cooperative now recei\ 
ing service over the so-called SPA or supercooperative lines. Other- 
wise, they could certainly continue getting the service they are getting. 
I am not passing on whether it is a reasonable price, but solely on the 
question of whether or not they are getting the energy. 

Mr. Exuis. Yes. Well, of course, no arrangements for power sup- 
ply have been made with the companies beyond the time, so far as 
I know and, I think it is true, be yond the time that these generation 
transmission cooperatives are sc heduled to be comp sleted for power 
energy. It could be construed they are saving that here in this let 
ter. The co-op loads are grow ing ver y rapidly. 

This, I want to point out to you: That if the companies meant to 
say that in the “area covered by these companies” they would serve 
everybody within the general boundary, then their statement is mean 
ingless because the implication is, I nay that they would see to it 
tha at the power of SPA would be delivered to those who are expecting 
it in this area, but there are only 2 of haa 14 companies who are listed 
here that have wheeling contracts with SPA right now. Those are 
the Oklahoma Gas & Electric Co., operating in the State of Okla 
homa mostly, and the Public Service Co. of Oklahoma. Mr. Wilkes’ 
own Southwest Gas & Electric Co. also has a contract that involves a 
very small area here in southwestern Arkansas. 
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Senator Corpon. By the way, where is his company’s serv ice area? 

Mr. Exuis. From the central part of Louisiana on the western border 
up through extreme western Arkansas and some in east Texas. 

Senator Corvon. Does it go in Missouri ? 

Mr. Exxis. No, sir, my home town of Bentonv ille, Ark., in extreme 
northwest Arkansas is now buying power wholesale from Mr. Wilkes’ 
company and I believe that is the northernmost extremity of his sys- 
tem. 

Senator Corpvon. I had never known where his service area was and 
I wanted to get a general location of it. 

Mr. Exu1s. It pretty generally runs along the borders here, Texas, 
Arkansas, and Louisiana. Now if you turn his statement around 
here, though, and regard it very closely, the technical language of it, 
I think what he and the other companies are saying when ‘they put in 
the phrase “area covered by these companies” is that they will be 
responsible for power supply to our systems in the areas actually cov- 
ered by the respective companies. But the affected Missouri genera- 
tion and transmission cooperatives are generally located in southern 
and western Missouri and generally are in areas not covered by the 
transmission lines of any of these companies. 

The companies’ lines of transmission size stop short of most of these 
areas. There are several counties in western Missouri that don’t even 
have a private power company light bulb in them, They are served 
by municipal systems—rural cooperatives. 

I would like to follow that one step further by calling your atten- 
tion to this map which we would like to leave with you. This is an 
FPC map of principal electric utility generating stations and trans- 
mission tom in the Ozark-Panhandle region. “We have drawn the 
cooperative transmission lines on it in color as well as the SPA facili- 
ties. Now the companies have said a lot about what they would do in 
supplying power in Missouri. This map shows the 33 kilovolt lines, I 
believe, and larger in Missouri. There is only one such line emanating 
from the general area of the dams on the north-Arkansas south- Mis- 
souri border. 

Most of the multipurpose dams are right in here, on the north 
edge of the SPA system companies close to the border, but not in 
Missouri. There is no power company line larger than 66 kilovolts 
running northward from the dams into Missouri. There is one run- 
ing mostly westward over toward Joplin. The generation and trans- 
mission co-ops are shown on the map, their systems are, and you can 
see that they are generally in the no-man’s-land lying beyond the 
private power companies’ transmission lines. 

Here is the Northwest G. T. in northwest Missouri and Central 
G. T. Co-op in central Missouri. There are absolutely no trans- 
mission facilities of the power companies that could deliver the power 
that must be delivered back and forth over the SPA and G. T. Co-op 
lines extending from the dams and SPA system up into Missouri. 

Senator Corvon. Are there any lines of the company’s that can de- 
liver power irrespective of its origin ? 

Mr. Exxis. Not to all of the co-ops, Senator. 
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Senator Corpon. Which ones could not get the power that way? 

Mr. Exx1s. I will be happy to submit you a list of them for the 
record. The Sho-Me Power Co-op is serving some of them. KAMO 
Electric Power Cooperative in this area, southwest Missouri, south 
east Kansas, and northwest Oklahoma, is serving some of them now. 
Central and M. & A. Power Co-ops are serving some of them. 

Senator Corvon. How much power is there from the two dams in 
here, Bull Shoals—and what is the other one? 

Mr. Exuis. Bull Shoals and Norfolk Dams are located. in Arkansas 
close to the Missouri border, I cannot tell you, sir. I will give you 
that figure. I would rely on our engineer, Charlie Robinson, to supply 
that. As your able secretary knows, he has been with me for 2 d: ays 
here while I have been waiting to testify, but he is not with me at the 
moment. 

(The information referred to follows :) 


Bull Shoals 


Dam Norfork Dam 


Installed capacity. . om de dhaeeeh ‘it kilowatts 160, 000 70. 000 
Annual primary energy " . ‘ kilowatt-hours 459, 000, 000 120, 000, 000 
Annual total energy oil apaatiiatil es ae do... 647, 000, 000 184, 000, 000 


Of course, connected with those dams or connected in the SPA sys 
tem are also Denison Dam on the Texas-Louisiana border; the Fort 
Gibson and Markham-Ferry dams in Oklahoma; and other dams un- 
der construction, all of which are tied in with this major SPA line that 
extends down through Arkansas, through Oklahoma, into Texas. 


FURTHER DISCUSSION OF WILKES LETTER 


I would like to call your attention to some other language in this 
letter. Mr. Wilkes goes on to say: 

The Oklahoma Gas & Electrie Co. and Public Service Co. of Oklahoma are now 
operating under an agreement with Southwestern Power Administration made 
under date of July 13, 1950, and the remaining companies whose names 
are listed below will diligently pursue the negotiations with Southwestern Power 
Administration and will use their best effort to work out an honest and fair result 
of such negotiations while protecting the interest of the preferred customers of 
section 5 of the Flood Control Act of 1944, 
and so forth. 

Senator Cordon, I do not know whether he was sincere about that 
statement or not, but the fact is that he apparently was trying to 
say to that House committee that the companies involved would look 
after the preferred customers with SPA power while at the same time 
admitting that only 2 of the 14 companies he mentioned had contracts 
with SPA. I do not know whether he was sincere on the fact that 
they would diligently pursue negotiations with SPA in their best 
efforts to work out honest and fair contracts, because, as Senator 
Hennings pointed out, it is our information that they have broken 
off, the power companies have broken off their old negotiations with 
SPA on wheeling arrangements and now want only to buy all the 
power at bus bar at the dams. 
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This is pretty strong language but I think this letter constitutes the 
usual “big lie” of the power companies in trying to mislead the 
Congress. 

Senator Corvon. Well, they were rather frank before the commit- 
tee yesterday on that matter. They indicated that they were approach- 
ing this matter from the standpoint of purchase and sale. I think the 
récord is fairly clear on it. 

Mr. Euuas. Yes: I think so. That is the way I heard it. I think the 
Senator will recall that for years they said they would not wheel. 
Mr. Wilkes said he would regard it as a crime to be a party to such a 
wheeling contract as was worked out in Texas. He told the Senate 
committee that, this committee. Later on he said he would wheel. 
Now they are saying they will not wheel. They seem to be as flexible 
as the situation demands in their own interest. 

Senator Corpon. One point I want to make is that I do not think 
this committee has been misled at all as to what the situation is. I 
spent some 214 hours here endeavoring not to be misled. I was 
interested in trying to supplement my fragmentary knowledge of the 
situation. I am not passing on the question of whether such contract 
ought to be made. They presented their views for the record. 


CONFERENCE WITIL SECRETARY AANDAHL 


Mr. Exxis. I understand that Mr. Wilkes was also rather frank in 
his conference with Mr. Aandahl of the Interior Department and the 
co-ops last Monday in which he made a startling statement, and I 
believe some of the gentlemen who are here heard him. When the 
question came up as to what would happen to these generation and 
transmission co-ops, there are six involved, what would happen to 
them if this continuing fund were cut off, some of them said they 
would be out of business or words to that effect. Mr. Wilkes said, 
“Well, we will bail them out.” He was implying that they would buy 
them out. 

Senator Cornon. I did not leave that open to any question in my) 
discussion with him. I wanted to know exactly what they did and 
that was in the record. TIT did not leave any question about it at all; 
if there was going to be a contract made, whether it be predicated on 
wheeling or taking the aspect of purchase and sale. I want to know 
what is going to happen to the investment that is down here. I think 
the record is rather clear on it. I tried to make it that way. 

Mr. Ev.is. I am sorry I did not hear it. 

I would like to call your attention to one thing, which may have 
been pointed out before, that this continuing fund, as I understand it, 
is not an appropriation. 

Senator Corpon. It is the decision of the Congress as to the maxi- 
mum amount of receipts that may be used for the purposes indicated. 
Mr. Ex.is. That is right, sir. That is the way I understand it. 

Senator Cornon. That is what it was intended to be. 

Mr. Exxias. And therefore it is not an expenditure out of the Treas- 
ury, but results in more money coming in. I would hope that if this 
committee has not done so, that it would again hear from the SPA 
Administrator on the effect of cancellation or effect of deletion of the 
continuing fund. 
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I inserted in my statement which I have filed with you a telegram 
which we sent to the SPA Administrator, Douglas G. Wright, and : 
reply which we had from him bearing upon that subject. “We think 
it would be chaos in the end, and I be lie ve he: agrees. 

Senator Corvon. I can assure you, and I think I am speaking for 
the committee—I know I am speaking for its chairman—that this 
committee is not going to contribute to chaos. 

Mr. Exsis. Thank you, sir. That is an encouraging statement. 

Senator Corpon. Ne titer is it going to ¢ contribute to bankr uptey of 

those cooper: itives because of their c apit al investment, if it be deter 

mined by the court that they we re engaged 1 In a matter that was be yond 
their legal power to engage in, or if it be determined by the executive 
departme nt to execute some contract it considers a satisfactory con 

tract and meets the requirements of the law. 

Mr. Exxis. Our people will be glad to hear that you made that 
statement. 

Senator Corvon. We have had, as you know, similar situations as 
a result of a decision of the Federal court in the matter of South 
eastern Power Administration, and a case where the court found it 
had gone beyond the law, and we have been engaged in making certain 
there would be no loss sustained by virtue of the physical facilities 
that were built using Federal money without legal authority, and as 
far as I am concerned if we are going to bail those people out we are 
going to see that what is there gets the most possible use. I do not 
think it would go that far if it were tried again. I think they ought 
to learn from time to time. But in that instance I believe that it has 
very well worked out in this one, there is no question in my mind 
about it. I do not know where we are voing to end up in this thing, 
but I think you could be reasonably certain, or I hope it is not going 
to be an ultimate loss. 

Mr. Exuts. Thank you, sir. With your assurance there I will leave 
that subject and hurry on to some of the others, that I must mention 
here. 

MINNESOTA TRANSMISSION LINE 


The rural electric cooperatives nationally have approved these 

various transmission lines that they feel are necessary to delivery of 
Federal power to the rural electric co-ops in areas where they feel they 
are entitled to it, and that applies to the Minnesota transmission line 
on which some of our people were before your committee. We want 
to urge that the Minnesota transmission line be approved in whatever 
amount of the request you feel you can approve. 

Now, the House did not, while authorizing funds for planning and 
engineering, authorize the beginning of construction of the Minnesota 
line. We would like that limitation lifted. They did appropriate, 
I believe, $400,000 for that purpose with that limitation. Our 
people are anxious that construction of the line be actually begun. 
You will remember that the Senate passed that line twice last year, 
but the House did not pass it. 


GAVINS POINT-BELDEN LINE 


Another line that our people are interested in is the Gavins Point- 
Belden line in Nebraska and South Dakota. 
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Senator Corpon. Where is Belden from Gavins Point ? 

Mr. Exis. Belden is in Nebraska, in northeast Nebraska, where the 
line would connect the Missouri River system to the public power 
system of the State of Nebraska, 

Senator Corpon. All right, that locates it sufficiently. 

Mr. Extis. At this point, by the way, I would like to offer some tele- 
grams which are not included in our statement, and there are only 3 
of them, 1 from Washington State, 1 from Nebraska, and 1 from 
Idaho, bearing upon these lines which I have mentioned or will 
mention. 

Senator Corvon. Without objection, those will be placed in the 
record, 

(The telegrams referred to follow :) 


TELEGRAMS 
May 11, 1953 
CLYDE T. ELLIs, 
Erecutive Manager, National Rural Electric Cooperative Association, 
Washington, D. C.: 

We have wired all of our congressional delegation and definitely urge restora- 
tion of Bonneville appropriations. Appreciate your interest and authorize you 
to speak for us before this committee if you will be so kind. 

V. P. CAMPBELL, 
Manager, PUD of Pen Oreille, 
Newport, Wash. 


May 11, 1953. 
CLYDE T. ELLIs, 
Erecutive Manager, National Rural Electric Cooperative Association, 
Washington, D.C.: 

Please support Gavins Point-Belden line for us, rural system involved. The 
27 REA-financed are unanimously and wholeheartedly in support of and in fact 
want the Gavins Point to Belden transmission line installed as quickly as pos 
sible. The various public-power agencies in Nebraska are in accord with secur- 
ing the Bureau of Reclamation power, and are now awaiting contract form so 
that the contract may be signed. Our power planning in Nebraska is based on 
securing 70,000 kilowats of Bureau of Reclamation power in 1955. So money 
must be appropriate for fiscal year 1954 so construction can be completed in 1955 
We understand that there is about $600,000 involved in the construction of the 
line here in Nebraska. We are also completely in accord with the Oahe, Fort 
Randall, and Gavins Point construction. In fact we in Nebraska believe that 
the Missouri River hydroelectric potential should be developed as soon as pos- 
sible. Not only is it conservation in every respect within the basin, but it is 
the conservation of coal, oil, and gas. It is not only to the best interest of the 
Missouri Basin, but to the country that waterpower be developed as quickly as 
possible. The favorable support of the committee will be appreciated by the 
people of Nebraska. 

DALE EARLEWINE, President. 
JOHN M. Ciema, Secretary. 
Vebraska Rural Electric Association, Lincoln, Nebr 


May 13, 1953. 
CriybDE T. ELLIs, 
Herecutive Manager, National Rural Electric Cooperative Association, 
Washington, D. 0.: 
Hope you can get the Bonners Ferry-Troy line restored for us. Keep us posted 
Ora E. BEASLEY, 
Manager, Northern Lights, Inc., Sandpoint, Idaho 











INTERIOR DEPARTMENT APPROPRIATIONS, 1954 1747 


EKLUTNA PROJECT 


Mr. Exits. The rural electric people in the two electric cooperatives 
near Anchorage, Alaska, are extremely interested in the Eklutna proj- 
ect. We realize you have a peculiar problem involved there, but we 
hope the committee can work out some means by which the Eklutna 
Bureau of Reclamation project can proceed. 

Senator Corpon. I think you realize, however, Mr. Ellis, that every 
time representatives from the executive department of our Govern 
ment come before the Congress, as they did on this Eklutna project, 
and give us an estimate that we are entitled to rely upon as sound 
engineering information, and then later come back with a showing 
that could only be interpreted as meaning that they intentionally mis- 
led the Congress or did not do their job in the first place, it does not 
help in their instilling confidence in the Members of the Congress with 
reference to what they are doing. I cannot criticize them too strongly 
for it. 

Mr. Exuis. We are sorry about that. We are the victims. 

Senator Corpon. You are for a fact. The people you serve are. 

Mr. Euuis. Yes. Our people are very much interested in the 
Bonners Ferry-Troy, Mont., line. 

Senator Corpon. We have had quite a bit of information or testi- 
mony on that. Lam somewhat familiar with that. 

Mr. Exxis. We understand the line is in a position where the funds 
to complete it are pretty well obligated and that the materials are 
pretty well on the ground, the right-of-way is, I think, more than half 
cleared. Only $155,000 is necessary to complete it. 


GROWTH OF POWER INDUSTRY 


Mr. Chairman, the power industry as a whole in this country is the 
fastest growing major industry in the 1: ind by far. It is doub ling its 
facilities to meet the demands about ever y 7 to10 years. And the rural 
electric segment of the power industry as a unit, or as a group, is the 
fastest growing segment of it. Weare having a great deal of difficulty 
right now keeping up with our power supply demands in various 
sections of the country. About 25 percent of our systems are in diffi- 
culty at the moment, maybe not on the whole system, but they need a 
substation in a particular area and cannot get it because private power 
companies from whom we buy most of our power, or Federal agencies, 
just do not have facilities in the area. And we do not feel that we are 
being unreasonable in asking for these few items that we have men 
tioned here and asking your very favorable consideration of them. 

We appreciate the opportunity of appearing before you. 

Senator Corvon. Thank you, sir. We are alw: ays glad to hear you. 
You stay on the subject. 

Mr. Extis. Thank you. 

Senator Corpon. We have now the Utah Power & Light Co., and 
this is Mr. Moffat ? 
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UTAH POWER & LIGHT CO, 


STATEMENT OF DAVID D. MOFFAT, JR., ASSISTANT TO THE 
PRESIDENT 


PREPARED STATEMENT 


Mr. Morrat. Yes, sir. 

Senator Corpon. Very well, sir. I note you have quite a statement 
here. Would you like to have that in the record and highlight it? 
Will that be ample for you? 

Mr. Morrar. That is what I planned on doing, Senator. 

Senator Corpon. Thank you, sir. The statement will be made a part 
of the record at this time, and the oral statement will appear there 
after. 

(The statement referred to follows:) 


STATEMENT ON BEHALF OF UTAH Power & LiguT Co. 


My name is David D. Moffat, Jr. I am assistant to the president of Utah 
Power & Light Co., which owns, maintains, and operates an interconnected 
electric system in central and northern Utah, southeastern Idaho and south- 
western Wyoming, and it generates, transmits, distributes, and sells electric 
energy in that territory. 

Its presently installed generating facilities include approximately 175,000 kilo 
watts hydro capacity and approximately 250,000 kilowatts of steam capacity. In 
addition it has on order another 166,000 kilowatts of steam-electric capacity for 
installation by the end of 1956. 

There has been no shortage of electricity in the territory served by Utah 
Power & Light Co., and none is anticipated as the company plans in advance for 
additional installations to take care of any normal load increases and provide 
sufficient reserves. Load growth since the end of World War II has been sub 
stantial and since 1945 this company has expended $62% million to take care 
of existing and anticipated load growth within its service territory. Three new 
large steam generating units installed in the last 3 years have a combined 
capacity of 185,000 kilowatts. 

Utah Power & Light Co.’s operations are subject to the jurisdiction of the Pub- 
lic Service Commission of Utah, the Public Utilities Commission of Idaho, and 
the Public Service Commission of Wyoming, and as to some phases is subject to 
the jurisdiction of the Federal Power Commission. 

Nearly 45 percent of our common stock (the only voting or equity security of 
the company) is owned in the States in which the company and its subsidiary, 
the Western Colorado Power Co., operate. The company has approximately 
14,000 stockholders who own an average of 133 shares each. 

In 1952 our company’s total tax bill amounted to 23 percent of its gross operat- 
ing revenues. 

DEER CREEK POWERPLANT 


One of the “new starts’ recommended in the budget of the United States 
Government for the fiscal year 1954 is the construction of a powerplant at the 
Deer Creek Dam of the Provo River project. The total cost of this plant is 
estimated by the Bureau of Reclamation at $990,000, of which $200,000 is 
requested for 1954. This small powerplant of 5,000-kilowatt capacity and an 
average annual generation of only 25 million kilowatt-hours would provide 
almost no firm energy and would be entirely subservient to the primary purposes 
of water supply for irrigation, municipal, domestic, and industrial purposes for 
which this project was conceived and constructed. 

The Bureau’s claim that there is an urgent need in the area for additional 
power is entirely erroneous, I repeat there is not now, nor has there been, any 
shortage in our area. In addition to supplying all of its own customers’ electric 
requirements, Utah Power & Light Co. has generated and transmitted large 
amounts of electricity to help the power-short Northwest. 

The Utah Power & Light Co. cooperated wholeheartedly with the Bureau, the 
Provo River Water Users Association and other interested parties in working 
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out plans for the Deer Creek storage project which resulted in a formal agree- 
ment dated December 20, 1938. That agreement provides, among other things, 
for the replacement of electric energy and capacity lost to the company by diver 
sion of water from other streams to the Provo River for use by that project. 

The contract between the United States and the Provo River Water Users Asso 
ciation for the construction of the Provo River project and the repayment of 
costs was entered into on June 27, 1936. It provides that either the United 
States or the association, with the approval of the Secretary of the Interior, may 
develop the power potentialities of the project. Although the Deer Creek Dam 
was completed in 1942, neither party has constructed u powerplant to date. The 
water users have been desirous of securing the revenues that might be derived 
from the sale of power generated by such a plant. In 1950 the Waters Users 
Association requested a proposition from Utah Power & Light Co., looking t 
construction of a powerplant which would be owned by the water users but 
leased to the power company. After several meetings such a plan was evolved 
and submitted to the water users by the company. 

The Provo River Water Users Association since November 10, 1950, has 
attempted to obtain approval of the former Secretary of the Interior for the 
water users to own such a powerplant, but approval has been denied on the 
grounds that it was the Bureau of Reclamation’s desire to built the plant. T! 
Water Users Association has recently reiterated its desire to proceed with the 
powerplant construction. The last resolution of the Water Users Association 
as follows: 

“Be it resolved, That the Provo River Water Users Association reaffirms and 
reiterates the action taken by it on November 10, 1950, by which it was resolved 
‘That the Provo River Water Users Association does hereby elect to develop the 
power possibilities of the Deer Creek division of the Provo River project of the 
United States Bureau of Reclamation, and that the Secretary of the Interior be 
informed of this action and his approval be requested.’ ” 

In the former Secretary’s refusal of the request by the water users for permis 
sion to proceed with construction of the powerplant he stated as follows in his 
letter of January 15, 1953: 

“IT urge that the board of directors reconsider this matter immediately as th 
Bureau of Reclamation has in its budget for this fiscal year, which has been sent 
to Congress, funds for the initiation of the construction of the Deer Creek powe! 
project. It is requested that you notify the Secretary of the Interior within 60 
days if you desire to proceed with the construction of the project with Federal! 
financing. Jn the absence of assurances of support from the board of directors, 
it will be necessary that the request for funds be withdrawn.” * 

The 60 days elapsed and the board of directors took no action to support Federal 
financing for the project. I have been informed that the board of directors of 
the association considered the above paragraph and deliberately decided to take 
no action as they assumed the letter meant what it said, and that, therefore, this 
item would be withdrawn from the budget. 

The Provo River Water Users’ desires in the matter are covered by the follow 
ing excerpts from a letter dated May 1, 1953, to the Honorable Douglas McKay, 
Secretary of the Interior, from F. E. Seal, president of the association: 

“In regard to the request of the Provo River Water Users Association that the 
Secretary of the Interior approve the development by it of the power possibilities 
of the Deer Creek division of the Provo River project, Utah: 

“The board of directors of the Provo River Water Users Association at its last 
meeting resolved that its effort to obtain your approval be continued, and I was 
directed to present the matter to you and to seek your favorable response. 

. * * + * * . 

“Should you approve, in principle, of the development of the project power 
possibilities by the association by means of such resources as may be available 
to it, including, but not limited to, the Utah Power & Light Co., it has been 
assumed that, prerequisite to actual construction and operation, you would re- 
quire the making of a separate agreement covering the subject, insuring strict 
compliance with the conditions imposed by article 38 of the association-Govern- 
ment contract, the integrity of the Government security, and such else as might 
be deemed appropriate. 

“Eleven years have passed since completion of Deer Creek Dam with its 
powerhouse foundation and penstocks, and during this time $440,000 of potential 


1Italics added for emphasis. 
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revenue has been lost to the association and the United States because of inac- 
tion, indifference, delay, or controversy as hereinbefore enumerated. 

“It is our sincere and earnest hope that equity, as well 
of the United States, the association and its stockholders will] move you to the 
approval of our application, and that the matter wil] be brought to a speedy 
conclusion so that no further income will be forfeited.” 

The people who have the repayment responsibilty for the $33 
feel fully capable of deciding themselves what is best for them a 
taken a stand against Federal development. 

The offer made by the Utah Power & Light Co., dated August 4, 1952, would 
at once vest title to the plant in the water users and would produce revenues 
of not less than $40,000 per year for a 50-year lease as payments to the Water 
Users Association for use of the dam and falling water. 

Therefore, we respectfully request that this committee decline 
the construction of this powerplant by the Department of the Interior as the 
water users can obtain more revenues by acceptance of our company’s offer than 
through Federal construction and would own the plant themselves, and all this 
can be done without the expenditure of any Federal funds. 


as the materia] interest 
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PALISADES PROJ ECT 


There also is included in the budget proposed expenditures to permit con- 
tinuation of construction of the Palisades project on the Snake River in south- 
eastern Idaho near the Wyoming border, This project involves irrigation and 
electric power as well as transmission lines, substations, and switchyards. 

The Utah Power & Light Co. has always favored and does now favor th 
gation features of this project and the installation of properly re 
power-generating facilities. 

Our company had a definite offer of many years standing to construct the 
transmission line from our high-voltage Goshen substation, first, to deliver con 
struction power to the project and later to market power generated at the 
Palisades Dam, including delivery to the city of Idaho Falls (which is inter- 
connected with our system, but which city, we understand, has a contract to 
purchase Palisades power). Despite this fact the United States Bureau of 
Reclamation completed a 115,000-volt line between *alisades and Goshen sub 
Station in July 1950. This line remained idle for nearly 2 years until the sum- 
mer of 1952, when it was first energized for the delivery of construction power 
to the Palisades site. 

It is not good business for the Bureau to retain a complete line crew ti 
perform necessary maintenance of this line, only 50 miles in length (there are no 
other Bureau lines in the area), and our company is, therefore, willing to 
purchase or lease this line. 

The budget of the United States Government for the fiscal year 1954 includes 
estimated expenditures of $17,650,000 for the Palisades project, $50,000 of 
which is for the Palisades-Idaho Falls transmission line and $5,300,000 is for the 
powerplant and switchyard. The ultimate cost of the line is $833,000. 

Our company, now as in the past, stands ready to construct any additional! 
transmission lines which may be necessary to bring Palisades power to its system : 
to purchase all or any part of the firm power from the Palisades project and such 
amounts of secondary and dump power (which ean be used effectiv 
by a large system with hydro- and steam production facilities) as can be used 
in the Utah-Idaho-Montana interconnected systems: to deliver power over its 
existing lines from its Goshen substation to the city of Idaho Falls, charging only 
a reasonable amount for any such sery ices ; and to transmit Palisades power over 
its then existing lines for use by reclamation pumping projects under contracts 
to be negotiated. The present transmission line from Palisades to our Goshen 
substation is fully capable of transmitting power from 2 of the 4 generating 
units of 28.500 kilowatts each which are presently planned. If the third and 
fourth units should be installed, it will not be until mid-1957, and should that 
occur, the company stands ready to build additional transmission 
required 

In addition, our company is willing to build the switchyard at the Palisades 
plant, ineluding the stepup transformers which will further decrease the 
required Federal investment. This in effect turns the power output over to the 
company at the generation rather than transmission voltage and the prices paid 
for energy received and the transmission charges for delivery to Idaho Falls 
City would be adjusted to compensate for this investment in facilities, 
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Therefore, we respectfully request that this committee instruct the Department 
of the Interior to expend no funds for the construction of additional transmission 
lines or the switchyard in connection with the Palisades project. 


WEBER BASIN PROJECT 


The Weber Basin project located in north central Utah and centering around 
Ogden is designed to develop the area’s remaining water resources for agricul- 
tural, municipal, and industrial uses. The water would be delivered to the 
project lands by a series of canals, tunnels, aqueducts, and pumping plants requir 
ing a modest amount of power during the irrigation season. The project includes 
2 powerplants having total installed capacity of 5,400 kilowatts and producing 
about 21.5 million kilowatt-hours in an average year, substations and a short 
transmission line. These power facilities are estimated by the Bureau to cost just 
over $2 million for which $184,000 is requested in fiscal 1954. 

Utah Power & Light Co. is keenly aware of the necessity and desirability of 
making additional water available for further agricultural and industrial develop- 
ment in this territory. The company fully realizes that additional water is 
necessary if the economy of this territory is to continue to expand. Being in the 
electric utility business, we realize that the company’s prosperity depends upon 
the prosperity of the population, industries, and agriculture. The company, there- 
fore, heartily endorses the Weber Basin project and will cooperate fully in any 
reasonable way to assure its success. 

As to the electric power features of this project, may we reassert our policy 
with respect to potential electric power which may be generated in connection 
with any economically feasible reclamation project. This policy was announced 
in March 1948, and we reaffirm it in connection with Weber Basin project. 

With respect to potential electric power which may be generated in connection 
with any economically feasible reclamation project to be constructed in or 
adjacent to our territory, this company stands ready to: 

1. Build the powerplant and generating facilities at the dam wherever feasi 
ble; pay taxes on these facilities and pay a reasonable price for the use of the 
dam and falling water; or 

2. Lease the generating facilities at projects where the building of those 
facilities by the company is not feasible ; or 

8. Purchase electricity at the powerplant under long-term contracts. 

4. Construct and operate transmission facilities, market the energy under 
supervision of regulatory authorities and pass on any resulting savings to the 
ultimate consumers. 

The two powerplants proposed in connection with this project, the Gateway 
Plant and the Wanship Powerplant, are situated in close proximity to existing 
44-kilovolt transmission lines of the company. The United States Bureau of 
Reclamation proposes to interconnect these generating plants with the com- 
pany’s transmission system at these plants. The Bureau estimates that about 
14.4 million kilowatt-hours of energy will be required annually for project pump 
ing, miscellaneous uses and losses; that project generation would not at times 
meet the project requirements; that at other times there will be generation in 
excess of project needs which generation will be available for exchange or sale; 
and that it desires to enter into agreements for the transport of electric energy 
(wheeling) over the company’s transmission lines. 

It is apparent that the powerplants, no matter who builds them, should be 
interconnected with and integrated into the company’s large interconnected 
system which has diversified generating resources of both steam and hydro 
electric facilities as well as a transmission system that blankets the project area. 
Such interconnection would make it possible to (1) make use of the powerplants 
to partially supply the project pumping requirements (2) provide a source of 
additional pumping power and (3) provide for the sale of any and all surplus 
power whenever such becomes available. 

Furthermore, it should be noted that this project will change the pattern of 
river waterflows in such a manner as to considerably alter and decrease the 
present hydroelectric generation potentials at three of the Utah Power & Light 
Co.’s presently existing plants: namely, Pioneer, Weber, and Riverdale. There 
is now also in effect a contract involving the United States Government, Weber 
River Water Users Association, Provo River Water Users Association, and Utah 
Power & Light Co., which provides for certain diversions from the Weber River 
to the Provo River and replacement to Utah Power & Light Co. of capacity and 
energy losses at its Weber and Riverdale plants 
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In view of the future Weber Basin project power deficiencies at times and 
surpluses at others, alterations in the potential capacity and energy generation 
at the company’s plants and the presenting existing contract involving Weber 
River diversion, it is obvious that the company, the Bureau of Reclamation, 
Weber Basin Water Conservancy District, and interested water users associa 
tions should execute a contract to preserve or provide compensation for presently 
existing water rights and at the same time promote the success of this project. 
Negotiations for such a contract are already under way. The company’s atti 
tude of cooperation in such matters has been exemplified in working out various 
complicated contracts such as that with the Ogden River Water Users Association 
covering Pineview Dam (part of the Weber Basin project) with the Provo River 
Water Users Association covering Deer Creek Reservoir, and other similar 
agreements. 

It is suggested that at the same time the matter of project power generation be 
reviewed, especially in view of the impending loss of water at company-owned 
hydro plants. Instead of Government installation of the two sfall powerplants, 
it might prove more economical to have Utah Power & Light Co. install the 
generating facilities at the project dams or supply all the energy required by 
the project from its large interconnected system. The company is willing to 
include this feature in the negotiations and expresses its desire to work out a 
satisfactory agreement. 

It should be noted also that the project pumping plants will not be completed 
until 1960 or 1961 so there is no immediate need for the construction of electric 
cenerating facilities. 

We respectfully request, therefore, that this committee instruct the Depart 
ment of the Interior to refrain from construction of any power generating fa 
cilities, except penstocks and powerplant foundation that would be part of the 
Wanship Dam, until such time as representatives of the Bureau, the Weber 
Basin Water Conservancy District, and the Utah Power & Light Co. have met 
and arranged for suitable contract terms regarding existing water rights, power- 
plant construction, supply of excess power needs, purchase of surplus power and, 
if necessary, wheeling arrangements for the transportation of project power. 


OPERATIONS OF COMPANY 


Mr. Morrar. I am assistant to the president of Utah Power & Light 
Co., which owns, maintains, and operates an interconnected electric 
system in central and northern Utah, southeastern Idaho, and south- 
western Wyoming. Its presently installed generating facilities in- 
clude approximately 175,000 kilowatts of hydro capacity and approxi- 
mately 250,000 kilowatts of steam capacity. 

There has been no shortage of electricity in the territory served by 
Utah Power & Light Co., and none is anticipated. Since 1945 this 
company has expended $63 million to take care of existing and antici- 
pated load growth within its service territory. Three new large steam 
generating units installed in the last 3 years have a combined capacity 
of 185,000 kilowatts. In addition, it has on order another 166,000 
kilowatts of steam-electric capacity for installation by the end of 1956. 

I would like to cover briefly our position regarding the electric 
power features of three projects, Senator, namely, the Deer Creek 
powerplant, the Palisades project and the Weber Basin project. 


DEER CREEK POWERPLANT 


To discuss first. the Deer Creek powerplant, this is one of the “new 
starts” included in the 1954 budget, and the Bureau of Reclamation 
has recommended the expenditure of $990,000 for this plant and 
$200,000 is requested for 1954. This is a very small powerplant, and 
the installed capacity would be only 5,000 kilowatts. The contract 
between the United States and the Provo River Water Users Associa- 
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tion provides that the power facilities can be constructed by either the 
United States or the association with the approval of the Secretary of 
the Interior. For over 2 years the water users have been trying to 
obtain permission to build this plant from the Secretary but so far 
without avail. 

Senator Corpon. Do you know what the reason is that they cannot 
get the consent of the Secretary? In other words, even though there 
be discretion in the Interior Department, I think any agency 0: Gov- 
ernment ought to be prepared to present its reasons for its exercise of 
what it calls discretion. That would seem to be a sound approach 
to public policy. 

Mr. Morrat. The former Secretary denied permission for the water 
users to proceed with the construction of this plant, maintaining that 
they favored Government construction of it. 

Senator Corpon. I think that is reason enough. It satisfied him. 


WATER USERS REQUEST FOR CONSTRUCTION OF PLANT 


Mr. Morrar. In 1950 the water users requested a proposition from 
Utah Power & Light Co. looking to construction of a powerplant 
which would be owned by the water users though leased to the power 
company. After several meetings such a plan was evolved and sub- 
mitted to the water users by the company, which offer is still in effect. 

Senator Corvon. Let me stop you there for a moment. Is that the 
only proposition that was made by the water users? Did they ever 
make any proposition contemplating that they would both construct 
and operate the plant? I can understand how an offer for them to 
construct the plan and lease it to a private utility might be a red 
flag in some people’s eyes, at least. 

Mr. Morrar. Well, I think that is probably true, but I do not be- 
lieve there is any other agency that is as well equipped to build, con 
struct, and operate that plant than the Utah Power & Light Co. 


TYPE OF POWER PRODUCED 


Senator Corpon. What kind of power can they get from this 5,000 
kilowatt plant ? Is it usable power as it comes from the generator, 
in other words? Is it firm power? 

Mr. Morrarr. Senator, the total ot neration of the project would 
only be 25 million kilowatt-hours a year, and that would be produced 
largely at times when there were large water releases for irrigation. 
The project would be entirely subservient to the primary function 
of the Deer Creek project, which is water supply. At times the power 
plant would have no output at all, and therefore there is no firm power 
connected with this project. 

Senator Corpon. So that it is peaking power, at best, and little firm 
peaking power, dependable peaking power, and beyond that secon 
ary? 

Mr. Morrat. That is correct, sit 

Senator Corpon. Its main value, I take it, would be in the fuel 
saving that would result from its integration into an established gen 
erating system. 

Mr. Morrat. That is entirely correct, sir. It takes a large renel 
ating system to absorb that type of power, and, as you say, fit it into 
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the load pattern and possibly back off some steam generation during 
the spring and summertime when the amounts of power primarily 
are available from this plant. 


TERMS OF PROPOSAL 


Senator Corvon. What sort of an arrangement, firm or tentative, 
do the water users and your company agree upon ¢ 

Mr. Morrar. Under the terms of our proposal, we would take the 
entire output of the plant and pay them a minimum of $40,000 per 
year. The amount we paid might be slightly increased if they had 
a very good water year and we got more power, but the guarantee is 
for a minimum of $40,000 a year. 

Senator Corpon. Then they have a floor of $40,000 a year and some 
sort of a sliding scale based upon the actual energy that is delivered ? 

Mr. Morrat. That is correct, sir. 

Senator Corpon. Is that correct? 

Mr. Morrar. That is right. For anything over 23 million kilowatt- 
hours we will pay them an additional 2 mills per ikilow: att-hour. 

Senator Corpvon. Well, approximately what did you estimate your 
$40,000 would buy you? I understand it is an average amount of 
energy and wholly undependable, but you had something in your mind 
when you fixed $40,000 a year. What was it? 

Mr. Morrar. Well, that was based on a study of what we could 
afford to pay for that power and have it available to our system. In 
other words, it has to compete with our other sources of power or it 
would not be economical for us to make that offer to them. 

Senatr Corpon. Then you must have had in mind something with 
respect to the energy you would get out of it, otherwise you could not 
determine whether it competed or did not compete. In other words, 
you are going to pay 2 mills for this excess and, therefore, even more 
undependable power. What did you figure you were going to pay 
for the power up to that point ? 

Mr. Morrat. Well, for—to round out the figure—20 million kilo- 
watt-hours per year, at 2 mills, payment to the water users to net 
them $40,000. 

Senator Corpon. I think maybe I misunderstood you in the first 
place. Your payment was to be 2 mills for energy in excess of what 
figure ¢ 

Mr. Morrar. In excess of the average generation of 23 million per 
year. 

Senator Corpon. You have given me the figure 23 million. If you 
get 23 million, is that what you pay the $40,000 for ? 

Mr. Morrar. That is correct. 

Senator Corvon. If you only get 10 million you still pay $40,000? 

Mr. Morrar. We still pay $40,000. That payment, of course, is 
to cover only the use of the dam and falling water; it is a net payment 
to the water users but the investment and the fixed charges and all 
the operating costs would be amounts we would have to pay in 
addition. 

Senator Corpon. You are going to operate the plant yourself? 

Mr. Morrar. That is correct. 

Senator Corpon. And that is, of course, an outlay beyond the 
$40,000. $40,000 is a net figure ? 
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Mr. Morrar. That is net to the water users. 
Senator Corpon. I see. 


RESOLUTION OF WATER USERS ASSOCIATION 


Mr. Morrat. There were several meetings with the water users in 
working out this plan that we offered them. ‘The last resolution of 
the Water Users Association is as follows, and I quote: 

Be it resolved, That the Provo River Water Users Association reaffirms and 
reiterates the action taken by it on November 10, 1950, by which it was resolved 
“that the Provo River Water Users Association does hereby elect to develop the 
power possibilities of the Deer Creek Division of the Provo River project of the 
United States Bureau of Reclamation, and that the Secretary of the Interior 
be informed of this action and his approval be requested.” 

The Provo River water users’ desires in the matter are covered by 
the following excerpts from a letter dated May 1, 1953, to Hon. 
Douglas McKay, Secretary of the Interior, from F. E. Seal, presi 
dent of the association : 

In regard to the request of the Provo River Water Users Association that the 
Secretary of the Interior approve the development by it of the power possibilities 
of the Deer Creek division of the Provo River water project, Utah. 

The board of directors of the Provo River Water Users Association at its last 
meeting resolved that its effort to obtain your approval be continued, and I was 
directed to present the matter to you and to seek your favorable response. 

The people who have the repayment responsibility for this $33 mil- 
lion project feel fully capable of deciding themselves what is best for 
them and have clearly taken a stand against Federal development. 

The offer made by the Utah Power & Light Co. would at once vest 
title to the plant in the water users and would produce revenues of 
not less than $40,000 per year for a 50-year lease as payments to the 
Water Users Association for use of the dam and falling water which 
would be used to repay the Government the project costs. 

Senator Corvon. If they were to construct the electric facilities 
themselves—and that is the plan, is it not—the water users themselves 
would construct the hydroelectric generation facilities 

Mr. Morrat. No, sir. They would enter into an agreement with the 
Utah Power & Light Co. whereby we would put up all the money and 
build the plant complete. 


REPAYMENT TO GOVERN MENT 


Senator Corvon. Then would the $40,000 per year represent a re 
payment, adequate repayment to the Government for that portion 
of the Deer Creek project which was, in the first instance, constructed 
by the Federal Government, penstocks, the necessary design and con- 
struction of the dam, so that you could put in the electric al system / 

Mr. Morrar. That is right, the penstocks and the foundation for 
the power plant were put in when the dam was constructed, but the 
Water Users Association has the responsibility for the repayment of 
the entire project, including any money that was spent for the pen 
stocks and the foundations in the beginning. 

Senator Corpvon. In other words, if there be no electrical installa 
tion at all the Water Users Association has an obligation to repay, 
without interest of course, the total cost of the project? That is their 
contract ¢ 
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Mr. Morrar. That is correct, sir, about $33 million. 

Senator Cordon. So that, based upon the philosophy of the recla- 
mation law, the Federal Government at this time has a firm contract 
with this Water Users Association for the re payment to the Federal 
Government of the total capital investment put up by the Govern- 
ment in this project? 

Mr. Morrart. That is entirely correct. 

Senator Corpon. And if this sort of a contract were to be nego 
tiated, then, the water users would have this sum of $40,000 per year 
to aid them in their repayment of obligation to the Government. 

Mr. Morrart. That is right. They would have $40,000 more than 
they now have from all of their other sources of revenue to apply on 
this repayment. 

Senator Corpen. Thank you, sir. Now go ahead. I just like 
to get the record clear so that someone who is not here to hear the 
testimony and ask questions that come up in his mind may be able to 
read the record and understand it. 

Mr. Morrat. I certainly try to cooperate in that report. 

Senator Corpon. You have. 


LOSS TO WATER USERS IN PAST YEARS 


Mr. Morratr. The water users, of course, in the meantime have lost 
considerable revenue, power revenue, through the 214 years they have 
been seeking permission to go ahead and have not been able to. ‘There 
fore, we respect fully request that this committee decline to authorize 
the construction of this powerplant by the Department of the Interior 
as the water users can obtain more revenues by acceptance of our com- 
pany’s offer than through Federal construction and would own the 
plant themselves, and all this can be done without the expenditure of 
any Federal funds. 

Senator Corpon., Now let me ask you another question. Suppose 
the Government constructed the plant and had the benefit of this in- 
terruptible energy. It would be necessary in order that that energy 
be usable and to return any funds to the Federal Government that 
it be integrated with some other source of energy. 

Mr. Morrat. That is right. The project itself has no requirements 
for electric energy. 

Senator Corpon. And if it were so integrated, so far as these water 
users were concerned, the net result to them would be that they are 
losing $40,000 a year that they might use in repayment of an obliga- 
tion that they might have with the Federal Government and would 
be receiving no benefit from the electrical installation unless there 
could be an integration of that interruptible energy with some other 
power of the Federal Government which could be, in turn, sold — 

Mr. Morrar. That is right. They would have to have a market of 
some kind for that power. 

Senator Dworsnak. Is there a shortage of power in that area? 

Mr. Morrar. Senator, there is not a short: age of power. The Bureau 
testified to the effect that this power is needed, but before you came 
in I pointed out that we have installed 185,000 kilowatts in the last 
3 years. We have another 166,000 kilowatts on order, and this plant 
is only 5,000, and, as we developed earlier, there is no firm component. 

Senator Corvon. All right, proceed. 
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Mr. Morrat. For your information, Senator, the House of Repr 
sentatives did specifically disallow any appropriations for the co: 
struction of this plant. 

Senator Corvon. Was there any item in the revised budget for 

Mr. Morrat. Yes, sir—well, there was in the original budget, and 
there was $200,000 requested for 1954 at the time the Bureau appe 
before the House. Now, since then I don’t know what further action 
there might have been. 

Senator Corpon. All right. 

Mr. Morrart. There is also included in the budget propose de xpend 
tures to permit continuation of construction of the Palisades project, 
on the Snake River, in southeastern Idaho, near the Wyoming borde1 
This project involves irrigation and electric power, as well as trans 
mission lines, substations, and switce hyards. 

The Utah Power & Light Co. has always favored, and does now 
favor, the irrigation features of this project and the installation of 
properly related electric power generating facilities. 


PALISADES-IDAHO FALLS TRANSMISSION LINE 


The 1954 budget includes expenditures of $50,000 for the Palisades 
Idaho Falls transmission line, the ultimate cost of which is $833.00 
Our company, now as in the past, stands ready to construct any addi 
tional transmission lines which may be necessary to bring Palisades 
power to its system; to deliver power over its existing lines from 
Goshen substation to the city of Idaho Falls, charging only a reason- 
able amount for any such services; and to transmit Palisades powel 
over its then existing lines for use by nearby Idaho reclamation 
projects. 

The present transmission line from Palisades to our Goshen subst 
tion is fully capable of transmitting power from 2 of the 4 generating 
units of 28,500 kilowatts each which are presently planned. If the 
third and fourth units should be installed it will not be until mid-1957, 
and should that occur the company stands ready to build additional 
transmission capacity required. 

In addition, our company is willing to build the switchyard at the 
Palisades plant, including the step-up transformers which will further 
decrease the required Federal investment. Therefore, we respectfully 
request that this committee instruct the Department of the Interior 
to expend no funds for the construction of additional transmission 
lines or the switchyard in connection with the Palisades project. 

That is all I had on Palisades. 

Senator Cornon. I think that is clear. You say you have stood 
ready to enter into a contract of the character mentioned. Have there 
ever been any negotiations through your company and the Bureau of 
Reclamation or the Department of the Interior with respect. to your 
offer ? 

Mr. Morratr. To build this transmission line? 

Senator Corvon. Yes. 

Mr. Morrar. We have told the Bureau that many, many times. 
With respect to the present line that the Bureau constructed in that 
area, we had offered for some 10 years to build that line ourselves, 
but the Bureau went ahead with that construction. But we certainly 
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feel that any additional transmission lines that are necessary in con- 
nection with that project we should be allowed to build. 

Senator Corpon. In the city of Idaho Falls that is municipally 
owned ¢ 

Mr. Morrar. Both as to generation and distribution, Senator. 

Senator Corpon. Are there any public power districts in the area 
or preferred customers? 

Mr. Morrar. Idaho Falls, I understand, does have a contract with 
the Bureau for the purchase of Palisades power. The only other one 
in that area is a small REA which is in the vicinity of the plant itself. 


IDAHO FALLS CONTRACT WITH GOVERNMENT 


Senator Corpon. Is the contract between Idaho Falls and the 
Government a contract for the purchase of the whole output ? 

Mr. Morrar. I have not seen the contract, Senator, but I understand 
it is for 15,000 kilowatts with an option for another 5,000 kilowatts, 
and that approaches the total amount of firm power that would be 
available from Palisades. 

Senator Corvon. There would be no value to the city of Idaho Falls 
of the remaining interruptible or undependable power ? 

Mr. Morrar. I think they would not be able to dispose of that, 
Senator, because the project itself is going to have an installed capacity 
of 114,000 kilowatts, but with such large amounts that would only be 
available for short periods during the irrigation season, again the 
output of this plant is going to have to be integrated into a large 
integrated system such as Utah Power & Light Co. to make effective 
use of that power. It is largely secondary power. 

Senator Corpon. I think that is clear. 


WEBER BASIN PROJECT 


Mr. Morrat. The Weber Basin project, located in north central 
Utah, and centering around Ogden, is*designed to develop the area’s 
remaining water sources for agricultural, municipal, and_ industrial 
uses. The project includes 2 powerplants having total installed 
capacity of 5,400 kilowatts and a modest requirement for power for 
pumping plants. These power generating facilities are estimated by 
the Bureau to cost just over $2 million for which $184,000 is requested 
in fiseal 1954. 

The Utah Power & Light Co. is keenly aware of the necessity and 
desirability of making additional water available for further agri- 
cultural and industrial development in this territory. The company 
heartily endorses the Weber Basin project and will cooperate fully in 
any reasonable way to assure its success. 

This situation is a little involved as construction of this project (1) 
will reduce the power output at two company-owned hydrostations 
and increase the output slightly at another location; (2) the proposed 
generation at project plants will not supply the entire pumping re- 
quirements at times and produce surplus power at others; (3) it will 
affect present contracts involving water diversion from the Weber 
River to the Provo River and our hydro generation on the Provo. 
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CONTRACT FOR EXISTING WATER RIGHTS 


The company, the Bureau of Reclamation, Weber Basin Water Con- 
servancy District, and interested water users associations should ex- 
ecute a contract to preserve, or provide compensation for, presently 
existing water rights and at the same time promote the success of this 
project. Negotiations for such a contract are already underway. At 
the same time, the matter of project power generation will be reviewed, 
especially in view of the impending loss of water at company-owned 
hydroplants. Instead of Government installation of the two small 
powerplants it might prove more economical to have Utah Power & 
Light Co. install the generating facilities of the project or lease the 
generating facilities or possibly supply all of the energy required by 
the project from its own system. It should be noted that the project 
pumping plants will not be completed until 1960 or 1961, so there is no 
need for the construction of electric generating facilities. We respect 
fully request, therefore, that this committee instruct the Department 
of the Interior to refrain from construction of any power-generating 
facilities until such time as representatives of the Bureau, the Weber 
Basin Water Conservancy District, and the Utah Power & Light Co. 
have met and arranged for suitable contract terms regarding exist- 
ing water rights, powerplant construction, supply of excess water 
needs, purchase of surplus power and, if necessary, wheeling arrange 
ments for the transportation of project power to their own pumping 
plants. 

Senator Corvon. Have you been in touch with the present Secre 
tary of the Interior with reference to this matter / 

Mr. Morrar. No, sir. We have been in touch with the Bureau 
representatives in the regional office in Salt Lake City. 

Senator Corpon. Is that Mr. Larson ? 

Mr. Morrar. Mr. Larson. He has written suggesting that we get 
started on this negotiation. He full well realizes that the situation 
is a little complicated and needs to be reviewed. One of the things 
he points out is that this will take so much water away from our 
Riverdale powerplant that the plant will become practically useless 
and there will have to be some compensation to the company for re 
tirement. of that plant. 

Senator Dworsnak. The House disallowed $284,000 of the request 
on Weber Basin? 

Mr. Morrat. I have forgotten, Senator, the total amount that they 
disallowed. The amount that they disallowed for power was $184,000. 

Senator Corvon. These powerplants are Gateway and Wanship? 

Mr. Morrat. Those are the two. 


HOUSE REPORT 


Senator Corpon. I read the following statement from the House 
report: 


Weber Basin project—of the reduction in the amount of $1,276,000 which the 
committee has made in the request for this project, $284,000 was programed for 
the Gateway and Wanship powerplants and fac ilities. These two items are spe 
cifically disallowed in order to provide additional time for negotiations with the 
utility in the area with regard to power supply throughout the project area 
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Mr. Morrar. That is in perfect accord with the testimony I gave to 
the House. and the thing that I am respectfully submitting here for 
your consideration. 

Senator Corvon. Is there any einer matter ? 

Mr. Morrar. I believe I did say earlier that $184,000 was requested 
in the budget for this plant, and i see that the report figure you stated 
gives $284,000. That might have been revised after the figures I had. 

Senator Corvon. Thank you very much. 

Mr. Morrar. Thank you, Mr. Chairman. 

Senator Corpon. Mr. Gale of the Idaho Power Co. 


IpaHo Power Co. 
STATEMENT OF RALPH GALE, VICE PRESIDENT 
PREPARED STATEMENT 


Mr. Gate. My name is Ralph Gale. I am vice president of Idaho 
Power Co. 

Senator Cornon. Do you have a statement here, Mr. Gale? It is 
not very long. If you desire, you may read it into the record. 

Mr. Garr. I would like to have the statement in as part of the rec- 
ord, Senator, and make a few comments regarding it. 

Senator Corvon. The statement and the attached letter will be made 
a part of the record, but we cannot include the map. 

Mr. Garr. The map is ineluded primarily, sir, for discussion pur- 
0Ses. 

(The statement referred to follows :) 


STATEMENT OF IDAHO POWER Co. 


(Transmission lines, switching facilities, and distribution lines, North Side pump 
ing division, Minidoka project, Idaho, $559,000) 


During the summer of 1947 the Idaho Power Co. received an application for 
irrigation pumping power from Mr. Julion Clawson, to be made available for 
certain lands he owned north of Rupert, Idaho. At that time Idaho Power Co.'s 
nearest point of service was about 30 miles to the east. Since the United States 
sureau of Reclamation had a powerplant at Minidoka and were serving power 
within 10 or 12 miles of his proposed point of use, the company suggested he en- 
deavor to obtain his power requirements from the Bureau. He advised the com 
pany that his application to the Bureau for power was denied and that the 
Bureau had suggested he obtain his electric service from the Idaho Power Co 

In the spring of 1948, Idaho Power Co. constructed a line to Mr. Clawson’s 
property and served his pumping requirements. Other individuals owning land 
in the area, and many who had acquired land following Mr. Clawson’s success- 
ful operations, applied to the company for service. At this time 130 pumps are 
served by the company from more than 130 miles of heavy distribution lines 
and a 25,000-kilowatt station in the area, requiring an investment of $1,600,000 

During September 1950 the Sist Congress, 2d session, authorized the Mini- 
doka pumping division by the passage of H. R. 5506 (S. 2195) as Public Law 864 
At the hearings held in August 1949 by the Subcommittee on Irrigation and 
Reclamation, House of Representatives, Idaho Power Co. opposed the inclusion 
of authorization for the construction of transmission lines, substations, and dis 
tribution lines to serve the North Side pumping division of the Minidoka project 
because the company had already constructed over 50 miles of heavy distribution 
lines in the area costing several hundred thousand dollars, and were opposed 
to the idea of the Bureau of Reclamation constructing duplicate lines. 

At this time and for the same reasons, Idaho Power Co. opposes the United 
States Bureau of Reclamation’s request now before this committee for appro- 
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priations in the amount of $559,000 to construction transmission lines, switching 
facilities, and distribution lines for the Minidoka project, North Side pumping 
Division, Idaho. This appropriation will result in needless expenditure of 
Federal Government funds since the Idaho Power Co. is now transmitting 
United States Bureau of Reclamation generated power to serve those Bureau 
of Reclamation pumps now in operation on the North Side pumping division of 
the Minidoka project. This United States Bureau of Reclamation generated 
power is being transmitted under a contract with the Idaho Power Co. effective 
until October 31, 1956. 

The company has also agreed to furnish additional power from its system 
for those wells now included in the Minidoka pumping division construction 
program for fiscal years 1954 and 1955, as evidenced by the attached letter to 
Mr. H. T. Nelson, regional director, United States Bureau of Reclamation, Boise, 
Idaho, dated February 9, 1953. Power from the Palisades Dam is excepted to 
be available for Minidoka pumping division wells during the summer of 1956 
It is anticipated that an agreement will be worked out between the Bureau and 
the Idaho Power Co. for transmission and distribution of this Palisades energy 
to the wells on the Minidoka North Side pumping division under an agreement 
somewhat similar to that now in effect for the transmission and distribution of 
United States Bureau of Reclamation power from Anderson Ranch Dam and 
Black Canyon powerplants to those wells now in operation. 

Since last September, Idaho Power Co. engineers have been working in con- 
junction with the United States Bureau of Reclamation region 1 engineers on a 
distribution layout for the Minidoka North Side pumping division from data 
furnished by the Bureau of Reclamation (see map attached), in order to ac- 
curately determine the cost of transmitting and distributing Palisades power to 
the proposed pumping installations for the North Side division of the Minidoka 
project. At a recent conference between the two engineering groups, pre- 
liminary figures indicated that the Idaho Power Co. would be able to transmit 
and distribute Palisades energy at a cost approximately the same as that esti- 
mated in the report submitted by the Bureau at the time of authorization. 

The Idaho Power Co. opposes the appropriation of any funds for the construc 
tion of any part of the transmission and distribution system on the Minidoka 
North Side pumping division for the following reasons. 

1. The area is adequately covered for existing requirements by the Idaho 
Power Co. transmission and distribution system, and should not be duplicated 
by a Federal competing system. 

2. The company’s system will be expanded to furnish adequate service to 
points of service as required by further development of the Minidoka North 
Side pumping division. 

8. Power now generated at United States Bureau of Reclamation plants is 
being transmitted and distributed by the Idaho Power Co. to those United States 
Bureau of Reclamation pumps now in operation 

4. Idaho Power Co. has agreed to furnish additional power from its system for 
those wells now included in the Minidoka pumping division construction program 
for fiscal years 1954 and 1955. 

5. Palisades or American Falls power generated by United States Bureau of 
Reclamation can be transmitted and distributed to pumps on the Minidoka 
pumping division at a cost approximately the same as that estimated at the 
time of congressional authorization. 

We therefore urge that the request of the Bureau of Reclamation for funds 
for the planning, design, or construction of transmission lines, switching facili 
ties, and distribution lines on the Minidoka North Side pumping division be 
denied. 


IpAHO PowER Co., 
Boise, Idaho, February 9, 1958 
Mr. H. T. NELSON, 
Regional Director, United States Bureau of Reclamation, 
Boise, Idaho. 

Dear Mr. NELSON: Our engineers are continuing work on the distribution sys 
tem layout in accordance with the request contained in your letter of September 
15, 1952, except that our studies contemplate ownership and operation by Idaho 
Power Co. of not only the distribution system for serving individual pumps but 
also the transmission lines and substations required for serving the Minidoka 
north side pumping division. 
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As heretofore indicated, we have no objection to the United States Bureau of 
Reclamation furnishing and owning the transformers, meters, and services, the 
cost of which was included with the pumps in the authorization of H. R. 5506 
You may be assured that we will provide service facilities as required in accord 
ance with your map (well-development program, fiscal years 1954 and 1955), 
dated December 18, 1952, which you furnished our enginvers. 

Assuming that power will be available from Palisades for serving these addi- 
tional wells for the summer of 1956 and will thereafter be transmitted and dis 
tributed for you by Idaho Power Co. to the above additional wells, we wi'l fur 
nish temporary service in the interim at our standard irrigation rates for those 
wells shown on the development map which will require service prior to April 
1, 1956. 

Yours very truly, 
T. B. Roacn. 

Mr. Gate. Our company is a privately financed electric company 
operating in southern Idaho, eastern Oregon, and northern Nevada. 
It is not financially or otherwise affiliated with any other electric com- 
pany or holding company. It is owned by approximately 10,000 stock- 
holders. About 3,000 of them, or about a third of them, live in the 
territory which we serve. 

Our bonds are owned by several large nationally known insurance 
companies, 

OBJECTION TO PROPOSED APPROPRIATION 


The statement I have filed is in objection to the proposed appropria- 
tion of $559,000 for transmission lines, switching facilities, and dis- 
tribution lines for the north side pumping division, Minidoka project. 
Prior to 1947 our company served no customers along the Snake River 
hetween Milner and American Falls, Idaho. 

Senator Corpon. Between what two points ? 

Mr. Garr. Milner and American Falls, Idaho, a distance of about 
70 miles. 

Senator Corpon. Were any customers served in that area by any 
company ¢ 

Mr. Gaur. Yes. In this area the Bureau of Reclamation was the 
primary source of electric power. Their energy came from the Fed- 
eral plant located at Minidoka. 


REQUEST FOR EXTENDED ELECTRIC SERVICE 


During the summer of 1947 the company was approached by Mr. 
Julian Clawson, owner of certain land just north of Rupert, request- 
ing that we extend electric service to these lands. Since our nearest 
point of service was some 30 miles to the west and since the Bureau of 
Reclamation was serving customers within about 10 miles of his loca- 
tion, we suggested that he obtain his power from the Bureau. He 
advised us that his application to the Bureau had been rejected. Ow- 
ing to that fact, we extended our line to serve his pumps, but we had 
no particular desire to enter into the territory in which he was the only 
operator at that time. This extension was in the spring of 1948. His 
operation turned out to be successful and other individuals owning 
land in the area, and some who had acquired land, applied to us, and 
since we are a public utility we had to continue to expand our facilities. 


UNDERGROUND WATER POSSIBILITIES 


Senator Corpon. Is that the area of Idaho where they discovered 
the underground water possibilities ? 
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Mr. Gate. That is the area, sir. And it was this drilling by Claw- 
son, the proving of water, which was the first of the large develop- 
ments of sizable tracts and acreage in that area. 

Senator Dworsuak. I think Mr. Clawson has blazed the way and 
rendered that service to the entire area ahead »f the Bureau of Rec- 
lamation; is that not a fact ? 

Mr. Gate. That isa fact. In fact, there were no pumps or no plans 
at the time. 

Senator Dworsnax. Although the Bureau had expended consider- 
able money in that area on investigations and surveys and never had 
discovered this underground water. 

Mr. Gate. That is right, and they had withdrawn several thousand 
of acres, approaching 100,000 acres in the vicinity since 1909. 

Senator Corpon. It would be interesting to me to know what kind of 
exploration they made since, if they sunk a well they would have had 
to find water. I just do not follow that. 

Senator DworsHak. I guess they did everything but sink the well. 

Mr. Gag. I think you are right. But the power requirements of 
the area have increased tremendously, and at the present time we are 
serving 130 pumps, most all of them from 100 horsepower up. 

Senator Corvon. How many horsepower ? 

Mr. Gate. 100 and up; 100 isa small one, and they run up to 450. 

Senator Corvon. That is a pretty sizable pump. 

Mr. Gate. Yes, sir. 

DEPTH OF WELLS 


Senator Corvon. How deep do they go for that water? 

Mr. Gate. They generally run the well down around 275 to 400 feet 
and the water comes up to 250, 175, to 250 feet, and you can pull 8,000 
gallons a minute out of one of those 24-inch holes, and if you have a 
2-foot draw-down your well is a little below average. 

Senator Dworsuak. A well serves about 500 acres. 

Mr. Gate. Julian Clawson’s 450-horsepower wells, Senator, will 
serve a section, 640 acres. 

Senator Corpon. On one well? 

Mr. Garg. One well. 

Senator Corpon. There must be a lake under there. 

Mr. Gaz. There is. If you will turn to the map you will see the 
density of these wells in there. 

Senator Dwornak. The Bureau of Reclamation wells do not serve 
a section. 

Mr. Gauze. No; they are smaller wells, and the practice has changed 
since the beginning. ‘Those original wells were on the order of all 
the way from 250 to 400 horsepower. 

Senator Corpon. Let me get oriented here now on the map. Where 
is the Snake River on this map? 

Mr. Gate. The lower part. This is Minidoka there, and this is the 
Minidoka Federal plant. 

Senator Corvon. There is Burley. Now I am getting fixed. State 
Highway 24, and where is No. 30? 

Mr. Gate. 30 is right down through there and crosses the river 
right there. 

Senator Dworsnak. Thirty south goes from Burley to Salt Lake, 
and 30 north, Burley to Pocatello. 
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Senator Corpon. Going from Burley to Pocatello, then, 1 will be 
fixed, 

Mr. Gate. Over this way. 

Senator Corpon. Where do you cross the Snake River? 

Mr. Gaur. You cross that on the bridge that you are inclined not 
to even notice. It is a pile bridge, sir. The river is very shallow 
there. 

Senator Corvon. Go ahead. 


TOTAL PUMPS SERVED 


Mr. Gate. Well, the point I wish to make, Senator, is that we are 
now serving 130 pumps in that area. 

Senator Cornon. What is this area that has a bunch of crosshatches 
on it? 

Mr. Gare. That is the presently farmed and developed gravity sec 
tion of the Minidoka project. That is very old and goes back to 
L909, 

Senator Corvon. That was done by the people themselves ¢ 

Mr. Gar. No; that was done by the Bureau of Reclamation. 


REPAYMENT TO GOVERNMENT 


Senator DworsuaKx. That project has practically repaid all of its 
cost to the Government. 

Mr. Gare. Yes. 

Senator Corpon. All right, sir. 

Mr. Gate. At the present time we are serving 130 wells in there, 
requiring 130 miles of heavy distribution line and a 25,000-kilowatt 
substation. Our investment in that area is now approximately 
$1,600,000. At the authorization hearings in 1949 for the Mini- 
doka north side pumping division our company opposed the inclu 
sion of authorization for the construction of transmission lines, sub 
stations, and distribution lines because we had already constructed, 
even at that time, 50 miles of this heavy distribution line out in this 
area, and we were opposed to the idea of having the Bureau of 
Reclamation authorized to construct duplicate lines after having 
first refused to serve the area. 

Senator Corpon. Let me interrupt again, On what power do they 
operate ? 

Mr. Gan. Our distribution system out there is 33,000 volts, and 
stepped down to 440 for most of them. There are a few 2,800-volt 
pumps. Most of those 450- and 300-horsepower pumps are 2,300. 
But the pattern has changed, and they have gone largely to the 
sprinkler system of irrigation. Where they go to the sprinkler they 
generally go into a section and put the well down in the center of 
each of the four 160’s because they get a lower cost main pipeline, 
von see, across the section that way. It is cheaper. 

Senator Corpon. You mean 640, not 460. 

Mr. Gatz. Four 160’s is a section. They put down 4 wells to 
cover 640 acres, and that gives them the cheapest overall sprinkler 
system because their main pipeline is fed from 4 wells. The cost 
of 1 of those holes is about, say, on the order of $7,000. So it is 
cheaper to put down 4, say, $7,000 holes and equip them with 150- 
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horsepower pumps each. That includes the power to bring the water 
to the surface and put the pressure on the pipe, which represents 
the addition of sonia 100 feet of head, you see. So. on a section 
out there when it is sprinkler irrigated you find about 600 horse- 
power required for the pumping and the pressure on the sprinkler 
systems. 

; IRRIGATION RATE 


Senator DworsHAk. At what rate are you serving those pumps! 

Mr. Gate. Well, I will answer that as we go along a little bit, Sena- 
tor. All of those that are shown outside of unit B are at our standard 
irrigation rate. They are served at the same rate there as everybody 
else in southern Idaho. We have only one irrigation rate for the whole 
area. 

The wells in here with a dark center are Government wells, and we 
are now transmitting Federal power generated at Anderson Ranch 
Dam and Black Canyon to these first 15 wells. And we have agreed 
with Mr. Nelson of region 1, and there is included in this filed statement 
a letter whereby we have agreed that we will furnish the requirements 
from our own system for all of the wells included in their plan of 
development for the fiscal years 1954 and 1955. That is 33 more wells 
that will go into unit B according to their plan. 

Senator Corvon. Is that unit B Government-owned land ? 

Mr. Gate. Yes, sir; that is all Government-owned land which was 
withdrawn, as we have said, way back about 1909 or 1910. And in unit 
B it is planned to develop all of that land by pumping from deep wells, 
and unit A is planned to be developed by pumping water out of the 
river with gravity distribution over that segment called unit A, of some 
13,000 acres in the lower left-hand corner. 


EXTENT OF UNDERGROUND WATER 


Senator Corpon. Do they know the extent of this underground 
water ? 

Mr. Gate. Pretty well. There has been a well put down up in here 
on the north of this map about 3 miles, and the water table has dropped 
to over 350. What has happened is the land line has gone up. 

Senator Conpvon. It is a higher elevation. 

Mr. Gaz. A higher elevation; yes, sir. The other thing that re- 
stricts it here on the east islava flow. You run right out into the lava. 
The lava has flown onto the soil. The soil, if you could get under the 
lava, is good, as good as it is out here. These flows have come down 
in this direction here and have restricted it. 

Senator Corpon. If this underground water happens to exist under 
the lava flow that is in the nature of a water reserve ? 

Mr. Gate. Yes, sir; it is just like a huge reservoir out there with a 
lid on it, and no evaporation. 

Senator DworsHak. And it did not cost a dollar to construct. 

Senator Corpon. Where does that water come from ? 

Senator Dworsuak. Drainage, and we have 1 or 2 underground 
streams like the Lost River north of the lava beds that disappear into 
the ground. You have gone down from Twin Falls down the Snake 
River and watched these streams come out, gushing out of the north 
bank. That is underground flow, and I guess it is almost unlimited, 
as far as the supply is known now. 

2——41 
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Mr. Gaz. The way I understand it is this: You have got a barrel, 
and those springs you saw are at the bottom of the barrel. They are 
natural holes at the bottom of the barrel. The drainage from the Saw 
tooth Range comes from the west and most of it is disappearing water. 
A number of the rivers disappear. Then you have the Snake River 
coming down. Geologists have told me that the Snake River ran north 
and hit the foot of the Sawtooth Range and then turned west, and then 
it was pushed out of its bed eight times by lava flows, and all of that 
gravel and that porous hot lava which hit that water is down unde 
neath there, and that is the big reservoir. 

Senator Corpon. Proceed. 


PRESENT DEVELOPMENT 


Mr. Gate. Well, that brings us to the amount of development that 
we have there now, and on this map, Senator, we have drawn in the 
proposed distribution system of the Bureau of Reclamation. The 
solid lines show our lines as they exist today, and the dotted lines 
show the lines as the Bureau contemplated them, and this request for 
$559,000 is to start a portion of those dotted lines. 


ADEQUACY OF PRESENT SYSTEM 


We believe that it is a waste of the taxpayers’ money, because our 
system at the present time adequately serves everyone who has re- 
quested or asked for power in that area. It will be expanded as rap- 
idly as possible, and to anyone and everyone in that area who wishes 
power. As far as the Federal development is concerned, in either 
unit B or unit A we are now transmitting Bureau of Reclamation 
generated energy from Anderson Ranch and Black Canyon to serve 
these first 15 wells shown on this map. We have also agreed that we 
will take from our own system enough to tide them over through fis- 
cal years 1954 and 1955 until Palisades energy will become available 
for service to these additional 33 wells which are going to be put into 
the western end of that unit B. 

Senator Corpon. Palisades does not show on this map? 

Mr. Gag. No, sir; it is farther over here to the south and east. But 
to provide funds for the duplication of our system as it is there now 
would be a waste of money and would serve no useful purpose. There- 
fore, we respectfully request that the committee reject the request. I 
might say that the House in their report rejected a similar request. 

If there are any other questions that anyone wants to ask, 1 will be 
pleased to endeavor to answer them. 


PALISADES TO GOSHEN LINE 


I might say, Senator, that we have been working ever since the first 
of the year in conjunction with the local Bureau engineers on this lay- 
out, and that preliminary figures indicate that we can take Palisades 
power onto our transmission system, assuming it to be worth 3 mills 
at Goshen, which is the first point on our system, and it is about, oh, I 
don’t know, What is the distance there, Goshen to Palisades? 

Mr. Morrar. Approximately 50 miles. 

Mr. Gate. The Bureau already has one line from Palisades to Go- 
shen. We can take it from there, and, assuming that power to be 
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3-mill power at that point, we can transmit it and deliver it to these 
pumps out there within about a half mill of what they figured they 

could do it at the time of authorization, which was priced 1 at 1948 or 
1949 levels. That is where is our studies are as of now. 

Senator Corpon. Now, I think you wou'd have a better case if you 
translated their price of 1948 o1 1949 to the present prices. Indicate 
what it would cost them to do it now. I believe there are a lot of 
po who do not know a lot about transmission and the costs thereof. 

r. GALE. It would be a little over 514 mills delivered to the pump. 

Senator Corvon. What would they deliver it to the pumps for ¢ 

Mr. Gate. Now I would say about 534 mills, or about 536 to 534 
mills. 

Senator Corpon. That is not a guestimate, that is an estimate ¢ 

Mr. Gate. That is as far as our study has gone, and we have taken 
in every factor. What we did is they gave us the map showing the 
location of what they wanted. We made a fair study of it and laid 
out a distribution system to serve our interpretation of what they 
had given, and we sat down with them and diseussed the figures. 
There was some discussion and slight changes, and we figured it again, 
and, considering the ad valorem taxes that we will pay in the area, it 
will be a much better proposition for the local people, as one of their 
big problems is to get tax money for roads and schools out there in 
those new areas, as you know. 

Senator Dworsnax. Has the Bureau of Reclamation ever evi- 
denced any desire or intention of providing power for the private 
wells in that area ? 

Mr. Gare. No; they haven’t had generating capacity in excess of 
their own needs, and right now they are short because last year we 
served 2 or 3 of their wells. 

Senator Corpon. You said 514 mills delivered ? 

Mr. Gaur. Yes, sir. 

Senator Corpon. Now, let us get back to the Senator’s question. 
What do you charge the folks who have got the private wells! 


FURTHER DISCUSSION OF RATES 


Mr. Gate. Remember, that was based on the assumption that the 
power at Goshen was worth 3 mills. 

Senator Corpon. Yes. You made that assumption. I wouldn’t 
know ; is that a sound assumption or not? 

Mr. Gate. Yes, sir. That is what the payout at the Palisades proj- 
ect is based on—irrigation energy at 3 mills. 

Senator Corvon. That is what you could serve Government power 
to Government wells for / 

Mr. Gate. Yes, sir. 

Senator Corpon. What do you charge 

Mr. Garr. About 5.6 mills. 

Senator Corpon (continuing). For your power delivered to pri- 
vate wells? 

Mr. Gare. At the load factor which you would obtain in irrigating 
at that elev ation—of course, you understand that you are up around 
3,500 or 3,800 feet, and then you are down around 2,000 or 2,500—but 
at that load factor—— 
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Senator Corvon. That would be quite a load factor. Load factor 
represents a period of time you use it ? 

Mr. Gatz. It represents the hours in the year in which they use the 
facilities. In that area our rate to the average pumper would run 
around 64% to 7 mills in that area. In other words, right here are 
private individuals all served on our standard rate. 

Senator Corpon. I want to get at your standard rate. 

Mr. Gatz. And I think they are making money. 

Senator Corpon. What is the difference in load-factor average be- 
tween the area you serve and these wells you mentioned that are Gov- 
ernment wells? 

Mr. Gatx. There would be none there. 

Senator Corpon. There would not be any ? 

Mr. Gate. None there. I was talking of the lower valley, a couple 
of hundred miles away. 

Senator Corvon. Your regular rate there, under which you serve 
the private wells, would be from one—— 

Mr. Gate. From a mill to a mill and a half more. 

Senator Corpon. to 2 mills more. 

Mr. Gatz. Yes, 6 to 714 mills. 

Senator Corpon. Are there any other questions, Senator? 

Senator DworsHax. No. 

Mr. Gate. You realize, Senator, that in the early spring you have 
a very bad load factor and the rate per kilowatt-hour is a little higher, 
and when you hit July and August and your usage is higher this will 
be lower. The average for the season, taking the bill and dividing 
it to get the average, would be between 6 and 714 mills. 

Senator Corpon. It does violence to my idea of mathematics and 
logic to say that the less power you use the more it costs, but that 
seems to be the way it is. 

Mr. Gate. It is like renting a house. If you want to live in it 
3 days a month, it costs you a lot of money per day. 

Senator Corvon. That, I think, is sometimes spoken of by the 
economists as the readiness- to-serve charge. 

Mr. Gate. Yes, sir. 

Senator Corvon. All right; thank you. 

Mr. Darling, of the Southern Wyoming Utilities Co. 


SOUTHERN WYOMING UTILITIES CO., ROCK SPRINGS, WYO. 
STATEMENT OF K. E. DARLING, GENERAL MANAGER 
PREPARED STATEMENT 


Mr. Daruina. I have a prepared statement which is not very long. 

Senator Corpon. Very well. The statement will be made a part of 
the record at this time and you may highlight it. 

(The statement referred to follows:) 


STATEMENT ON BEHALF OF SOUTHERN WYOMING UTILITIES Co. REGARDING THE 
UNNECESSARY PROPOSED SINCLATIR-WESTVACO TRANSMISSION LINE 


My name is K, EB. Darling; I am the general manager of Southern Wyoming 
Utilities Co. of Rock Springs, Wyo., which operates an electric transmission and 
distribution system in southwestern Wyoming. 

At the present time the Rock Springs plant has installed steam-electric gen- 
erating capacity of 25,000 kilowatts. There has been no shortage of electric 
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capacity in the area. Requirements have been anticipated and fully met. Dur- 
ing the last several years 20,000 kilowatts of old low-pressure units have been 
replaced with modern high-pressure units at a cost of $142 million. Present 
hourly peaks are approximately 14,000 kilowatts, leaving excess of 6,000 kilo- 
watts at rated capacity. 

The Bureau of Reclamation of the Department of the Interior proposes to 
construct a 115-kilovolt transmission line from Sinclair to Westvaco, Wyo., a 
distance of some 150 miles in connection with which we wish to point out the 
following facts: 

The Sinclair-Westvaco line is a part of what is referred to in the budget as 
the Seminoe-Westvaco line. That portion between Seminoe and Sinclair has 
already been constructed at an indicated expenditure of over $1%4 million. To 
construct a line from Sinclair to Westvaco would cost over $2 million, according 
to the Interior Department’s 1954 budget, which requests $1,370,903 for fiscal 
year 1954. 

The fact that a considerable sum has been expended on the Seminoe-Sinclair 
portion of the line should not in any way influence decision as to construction 
of the Sinclair-Westvaco line. The Seminoe-Sinclair section was built to pro- 
vide energy for Rawlins, the Sinclair-Hanna-Medicine Bow loop and RHEA’s 
served therefrom, and to provide an altemnative line from Seminoe to Sinclair, 
Its construction, therefore, cannot be used to justify construction of remainder 
of line. 

The transmission line from Sinclair to Westvaco, if constructed, would parallel 
existing transmission lines. (See map attached.) It would bring power into 
an area already adequately supplied with energy and cannot possibly meet any 
test as being essential. The area it would traverse is arid, nonirrigable unin- 
habited land. There are no areas not now being served or which cannot be 
served from existing facilities as readily as from the proposed line. 

It would appear that Westvaco was picked as the western terminus of the 
line with the hope that potential load at Westvaco, Wyoming plant of Inter- 
mountain Chemical Co., a subsidiary of Westvaco Chemical Division of Food- 
Machinery Co., would in some measure justify construction of the line. A letter 
from Mr. Max Y. Seaton, executive vice president of that company, to Mr. I. N. 
Bayless, president, Southern Wyoming Utilities Co., dated July 28, 1952, dis- 
claimed Westvaco’s need or desire for power from any other outside source. 

The Bureau’s claim that Westvaco’s present electric-generating installation 
of 8,000 kilowatts indicates a power shortage in the area is fallacious. 

Westvaco’s chemical plant by its very nature uses large quantities of process 
steam. The economics of the plant’s operation clearly dictate use of the steam 
in the first place to generate electricity and the secondary use of the exhaust 
steam in the refining process. Under these circumstances the plant would not 
purchase electricity from any outside source, although it does maintain an 
emergency standby interconnection with our company. This interconnection is 
effected by a 34.5-kilovolt line constructed by our company and used to furnish 
electric power for more than 5 years during development of the mine, for op- 
eration of pilot plant, and for construction of new enlarged plant; only nominal 
amounts of power are being furnished at this time. 

The Bureau claims, in an attempt to justify the duplicating line, that West- 
vaco might expand. While it is hoped that the plant will expand, there is noth- 
ing to lead anyone to the conclusion that the same economics will not apply 
namely, to install more electric-generating capacity as the need for more process 
steam increases. 

The Bureau of Reclamation has cited the so-called electric requirements of 
gas and oil pipelines from western Wyoming to Salt Lake City, Utah. The 
managements of the three pipelines involved have assured us in writing that they 
do not require any electric energy for the purpose from any outside source. 

One company has indicated it might build, sometime in the future, an elec- 
trically driven pumping station, but it already has selected a site for it im- 
mediately adjacent to our present transmission line. It seems that the pipeline 
companies should be better informed concerning their business plans than the 
Bureau. Thus, the Bureau’s representations to the House Interior Subcommittee 
on Interior Appropriations (p. 1535) concerning electric needs of the pipeline 
companies are absolutely without foundation. 

At a public meeting held by the Bureau of Reclamation on August 14, 1952, 
only one agency which is not now being served appeared seeking power. This 
Was the newly formed Sublette County REA, which proposes to serve the Eden- 
Farson and Big Piney areas. Its initial load will probably not exceed 300 kilo- 
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watts and its requirements can be supplied by energy from Rock Springs, for 
only slightly more than cost of Seminoe power which does not take into account 
large expenditures for fixed charges, operation and maintenance, and losses re 
quired to transmit power from Sinclair to Rock Springs. 

One additional REA, the Bridger Valley Electric Co., stated it would like to 
obtain Reclamation power at Westvaco, although it has only recently completed 
the installation of two 550-kilowatt internal-combusticn units, with REA funds, 
increasing its capacity from 400 to 1,00 kilowatts. This expansion of 275 percent 
should be sufficient to take care of their needs for some time. Should this REA 
require additional power, or economics dictate abandonment of present plant, 
energy can be obtained from the Utah Power & Light Co. at a cost less than 
present cost of generation and only slightly more than cost of Seminoe power, 
again without giving consideration to large investment and expenditures re 
quired for transmission from Sinclair. 

Examination of potential markets will show that energy that could be supplied 
from the proposed line is infinitesimal and can readily be supplied from existing 
sources, which have for many years rendered satisfactory service and met all 
requirements of their service area. 

The area served by our company is supplied by energy from a coal-steam plant 
at Rock Springs which has, as previously stated, ample excess capacity. Energy 
furnished commercial coal mines has decreased 74.5 percent from 1944 to 1952 
and it does not appear desirable to do anything which would reduce coal produc- 
tion further and depress the economy of the area. 

It is our understanding that the Bureau has served notice on REA’s presently 
served by power from the North Platte District of the Bureau that they will 
be unable to meet REA requirements after 1956; and that some 23 RBDA’s so served 
have hired an engineering firm to make a study of possible steam-plant sites to 
supplant Bureau power. 

If this be true it appears inconsistent to make a large expenditure of public 
funds to supply additional areas, particularly when transmission lines con 
templated would not be completed much prior to the time the shortage is ant.ci 
pated. It appears particularly inconsistent to deprive a presently served area 
in which a shortage is foreseen of energy to supply an area where no such short 
age exists or is indicated in the foreseeable future. The private utilities in the 
immediate area under consideration have met their obligations by providing the 
full electric power requirements of their respective territories. 

In the area north and east of Rawlins, companies which receive a substantia] 
proportion of their energy from the Bureau hydroplants have gone together to 
finance an engineering study of potential steam plants to supplement existing 
hvdroplants and provide additional capacity to meet future requirements, thus 
indicating that Government hydropower is being fully used in presently served 
areas. 

From the above it is apparent that the line is not required to provide energy 
to any segment of area traversed; power requirements cannot justify construc 
tion: any saving to be made by energy purchased from the Bureau is in 
finitesimal and can be made only on basis of governmental operation in competi 
tion with a taxpaying enterprise. 

We, therefore, respectfully request that any appropriation previously made 
covering construction of the Sinclair-Westvaco section of line be rescinded and 
no future appropriations be made for this purpose. For the information of this 
committee we wish to point out that this was the action taken by the House 
Appropriations Committee and the House of Representatives. 


Mr. Dartine. You have had a rather arduous day, we know. 
Senator Corvon. We are getting used to it now. 


SINCLAIR TO WESTVACO TRANSMISSION LINE 


Mr. Darina. This statement is in connection with the proposed 
transmission line from Sinclair to Westvaco. I believe it was carried 
in the budget item as the Seminoe-Westvaco line. The portion of 
the line from Seminoe to Sinclair has already been constructed, and 
serves other purposes, and I need not enter into a discussion of that. 

Senator Cornon. Let us get Seminoe located here. Seminoe is dn 
what, the Sweetwater River? 
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Mr. Darina. It is on the North Platte River. 

Senator Corpon. We are in Wyoming here ?¢ 

Mr. Darurne. This line comes from Seminoe down to Sinclair and 
goes to Rawlins. The Rawlins Electric has a line which goes to 
Table Rock. Our line picks up here just north of Bitter Creek, and 
into Rock Springs, Green River, and Westvaco. Now, the proposed 
line of the Government would be from SSinclair to Westvaco, about 
150 miles of 115-kilovolt line. It was more or less originally con- 
ceived, I believe, to furnish the Westvacc. people with power. 


MINING OPERATIONS 


Senator Corvon. They have some new mining operations there, do 
they not? 

Mr. Darutne. They get trona out there, they call it. It is a sodium 

carbonate, used in making soda ash. 

Senator Corpon. Is it in solution when they get it? 

Mr. Daruine. No; they are mining it just like we do coal. They 
cut it, bring it out of the mine, grind it, and are refining it. 

We constructed a line to Westvaco some 5 years ago. It was put 
out there originally so that they could test out the extent of the area 
and also the processing plants. As I say, subsequently, the Bureau 
intended to go in there. They would serve two small REA’s and 
this trona plant. 

LOCATION OF REA’S 


Senator Corpor. Whe reg re the REA’s located ? 

Mr. Darutna. One of them is a newly formed REA, the Sublette 
County REA, which would take in the Farson-Eden area and around 
sig Piney; the other is the Bridger Valley REA in the Bridger 
Valley territory, Lyman, Mountain View, et cetera. 

Senator Corpon. Where are they with respect to this proposed line 


Mr. Daruinc. Here is Bri V alley REA, 
Senator Corpon. That w« be southwest of Westvaco? 


Lo 
u 


rer 
uld 
Mr. DARLING. And here is the Faveon Eden irea north of Ro k 
Springs. 
Senator Corpon. You have got a Lincoln Service Corp. out west 


there ¢ 

Mr. Darina. That is at Kemmert - Wyo.; they have coal mining 
up there. They have their own properties up there. 

It subsequently turned out that the Westvaco people would not 
require power from any other source due to economics of their opera- 
tion. They require a very large amount of steam to process this 
material. So the economics dictated that they would use the steam 
first for generating electricity and then the exhaust steam for their 
processing plant. Mr. Seaton, the executive vice president, has indi 
cated to us that should they expand at some time in the future the 
same economics will probably apply. Their requirements for addi- 
tional power will be accompanied by additional processing steam re- 
quirements, so that they would perhaps continue to generate power 
themselves. 

They have an installed capacity out there now, that they have just 
placed in operation of 8,000 kilowatts, and their present joad 
is about 2,500 kilowatts. We at Rock Springs have approximatels 
20,000 kilowatts capacity there. 
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Senator Corvon. Is that your headquarters, Rock Springs? 

Mr. Daruina. Yes, sir. We have about 14,000 hourly peaks, which 
gives us an excess of 6,000 kilowatts or approximately 43 percent. 
There is no other usage for the power that they propose bringing in 
there other than these two small REA’s. The one REA at Bridger 
Valley had only approximately 450-kilowatt capacity up until last 
year when they installed, with REA money, 1,100 kilowatts of addi- 
tional capacity, which increased their capacity in this past year 275 
percent and which should take care of their requirements for some 
little time to come. 

Senator Corpon. Do they generate their own power ? 

Mr. Darina. They are using gas-operated equipment, natural gas, 
to generate power. 

EDEN-FARSON AREA 


Senator Corpon. What about the Eden-Farson area ? 

Mr. Darirne. The Eden-Farson area does not have any power. 
Recently we have gone into the matter of supplying them power, and 
if they obtained REA money in order to construct their line that we 
will supply them with power at a satisfactory rate and will deliver it 
about 7 miles north of Rock Springs at Winton Junction, which would 


be a closer place than they could get it from the proposed line that the 
Reclamation Bureau proposes. 

Senator Corpon. What would that satisfactory rate be? 

Mr. Daritne. One cent. 

Senator Corpon. Ten mills? 

Mr. Darina. Yes, sir. 

Senator Corpon. I don’t know if it sounds satisfactory to me up 


there or not. 

Mr. Dartina. It depends a good deal on the load factor, but when 
you take the demand charge in, we are buying Government power, 
and it is a load factor rate, 414 mills plus $1 demand, it runs about 
71% to 8 mills at Hanna. 

Senator DworsHak: We do not get cheap power like you do down 
in the lower Columbia. 


VARIATIONS IN POWER CHARGES 


Senator Corpon. I have never been able to quite understand these 
wide variations in power charges. I hope some of you gentlemen 
some time will advise me in that field. We have over here some of 
these areas covered by about 5.6 mills, and they talk about 9 mills and 
then 10 mills, all generated by steam. 

Senator Dworswax. It depends a whole lot, too, of course, on your 
types of loads and your load factor. 

Senator Corvon. This would be about a 45 percent load factor. 

Mr. Darina. We have a mining load out there with heavy swings 
that give us perhaps not as economical a system as some of your com- 
panies do have. 

Senator DworsHak. You haven’t the potential consumers in that 
area. 

Mr. Daruinc. There are no potential consumers. In all of that area 
they are going through it is practically uninhabited land. You have 
gone through there many times and you know what it is. There just 
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is not anything there. Any load that they take they are simply going 
to take away from us, from the whole area, and the economy has 
already been badly hurt by some things going to gas in past years, 
and we would hate to see anything happen which would hurt our 
economy further. 

CAPACITY OF SEMINOE PLANT 


Senator Corvon. How much power do they generate at the Seminoe 
plant ? 

Mr. Darina. About 120,000 kilowatts. 

Senator Corvon. How much of that is firm ¢ 

Mr. Darina. They are firming up quite a little of it by putting 
in another spillway pl: int at Kortez down below Seminoe. And of 
course they are firming up too, by interconnection with the Public 
Service Co. of Colorado at Greele »y, so that by purchasing power they 
have firmed up a considerable amount of it. 

Senator Corvon. Where do they sell it? 

Mr. Darina. They supply practically all of the power for Casper, 
Cheyenne, Laramie, Rawlins, and they go into Nebraska and supply 
a very considerable amount through there, and into Colorado. All 
of that is continuous down there, all of that line. 

Senator Corpon. You have domestic service in Rock Springs, do 
you not ? 

Mr. Daruine. Yes. 

Senator Corvon. The population is what ? 

Mr. Dartrine. 10,000. We have Rock Springs and Green River 
and the surrounding coal camps. 

Senator Corvon. You have got to have there a pretty sizable por- 
tion of your plant dedicated to domestic service. 

Mr. Daruine. That is right. 

Senator Corpon. Around 45 or 50 percent load factor. 

Mr. Darutna. That is right. 

Senator Corvon. What brings your cost up to 10 mills if that is the 
case ¢ 

Mr. Daring. Well, as I say, about 50 percent of the load is mine 
load, just roughly 50 coos of the output of the plant. 

Senator Corpon. What is the extent of what calls for what we 
might call peaking power? It looks like the mining industry ought 
to carry that, and the domestic folks should get a break. 


RATES UNDER NATIONAL AVERAGE 


Mr. Darttne. We do not think we have penalized the domestic folks. 
We are underneath the national average for domestic rates out there, 
and nearly as low as anybody in the State of Wyoming on rates. We 
do not have quite as good rates as my friends to the west of us. Of 
course, they have a considerable amount of hydropower there and 
other things that enter into it. 

There is one other thing I would like to call to the attention of the 
committee. We were advised some months ago that the Bureau of 
Reclamation had served notice on 23 REA’s who are supplied power 
from the Seminoe Dam that there would be a shortage of power by 
1956. These 23 companies went together and put up a fund of money 
and hired an engineering firm in Rapid City, S. Dak., to make a study 
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with a view obtaining steam plants to firm up their power. Now 
it seems to me that it is ridiculous to take power from an area where 
you anticipate a shortage and put it into an area where no shortage 
exists. 

Senator Corpon. I will say I have to agree with you there. 

Mr. Daruina. So that we have felt that we are doing the job out 
there, providing the power that is essential to the operation, and there 
just is not anything to justify the construction of this line, and it is 
a waste of Government money. We request that it be denied, as was 
done by the House. 

Senator Corvon. Thank you, sir, very much. 

Mr. Daruinea. Yes, sir, thank you, sir. 

Senator Corpon. The subcommittee has received numerous letters 
and telegrams concerning various items in the Department of Interior 
appropriation bill. To place all of these in the record would not be 
possible, however the staff is directed to place in the record a reason- 
able number of such letters and telegrams, and the balance shall be 
placed in the files of the committee. 

(The material referred to follows:) 


BonneEvILLE Power ADMINISTRATION 


KLAMATH BASIN Distraicr Councint No. 6, 
Klamath Falls, Oreg., May 18, 1958 
The Honorable Guy Corpon, 
Chairman, Interior Subcommittee of the Senate Appropriations Committee, 
Washington, D. C. 


Str: Enclosed you will find a copy of a resolution adopted at the 13th annual 
nominating convention of the Klamath Basin District Council No. 6, IWA—CIO, 
which is self-explanatory. 

Realizing that you supported the Bonneville transmission line to Klamath 
Falls in 1950, I trust you will continue to give it your support. 

Very truly yours, 
Tim SvuLLIvVAN, 
President, Klamath Basin District Council No. 6. 


RESOLUTION 
Subject: Bonneville power. 


Whereas there has been a power shortage in Klamath County for many years; 
and 

Whereas, because of said power shortage, the workers in the lumber industry 
in Klamath County have lost several thousand of dollars in wages each year; and 

Whereas the farmers in Klamath County have also suffered because of this 
power shortage; and 

Whereas, in February 1950, labor, farmers, and other interested citizens in 
Klamath County organized a Klamath Basin Power Extension League; and 

Whereas the purpose of the league was to request Congress to apvropriate 
sufficient funds to extend the Bonneville transmission lines from Maupin to 
Klamath Falls; and 

Whereas Congress did approve said lines ; and 

Whereas Senators Morse and Cordon and Representatives Stockman, Angell, 
Ellsworth, and Norblad supported the abovementioned extension line; and 

Whereas approximately $8 million has been spent on said line; and 

Whereas another one-half million dollars would complete the project: and 

Whereas the substation transformers and equipment are on the ground for the 
substation; and 

Whereas without this transmission line Klamath County will not have access 
to any power from McNary Dam; and 
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Whereas Klamath County wants to share in industrial development with the 
rest of Oregon and the Northwest; and 
Whereas California Oregon Power Co. announced a 20-percent rate increase on 
Thursday, May 14, 1953: Therefore be it 
Resolwed, That the 13th annual nominating convention of the Klamath Basin 
District Council, No. 6, in session this 16th and 17th day of May 1953, requests 
our Senators and Congressmen to vote for and support the completion of the 
Bonneville transmission line to Klamath Falls; be it finally 
Resolwed, That copies of this resolution be sent to Secretary of the Interior 
McKay, Senators Guy Cordon and Wayne Morse, and Representatives Coon, 
Angell, Norblad, and Ellsworth. 
KLAMATH Bastn Districr Counctt No. 6. 
Tim SULLIVAN, President. 
Jack Dempsey, Vice President. 
H. E. Getcer, Secretary-Treasurer. 
Convention action: To adopt. 


REDMOND CHAMBER OF COMMERCE, 
Redmond, Oreg., May 7, 1953 
Hon. Guy Corpbon, 
Senator from Oregon, Washington, D. C. 

DEAR SENATOR CordON: Attached hereto please find a resolution which was 
approved by our chamber of commerce at its regular meeting this week. 

There is a definite need for industrial expansion here in central Oregon. 
Power plays a vital part in the industrial picture and for many years our power 
supply has been very unstable. 

A loop service would assure us a stability of power, and with the proposed 
installation of another transformer at the BPA substation here at Redmond 
we would have ample supply of power for future industrial development. 

We wish to take this opportunity to thank you for the good job you have 
done on behalf of the people of Oregon in handling our problems in the Capitol. 
We wish you every success in the busy years ahead. 

Thank you for your attention to the attached resolution. 

Yours very truly, 
REDMOND CHAMBFR OF COMMERCI 
By Frep W. Barr, Manager. 


RESOLUTION 


Whereas the supply of stable power in central Oregon is very limited and 
power outages have occurred which have imposed severe hardships on in 
dustries, businesses, and residential areas in central Oregon ; and 

Whereas the Bonneville Power Administration has constructed a transmis 
sion line to Redmond; and 

Whereas the completion of the Redmond-Klamath Falls transmission line 
would provide loop service and assure a stability of power to central Oregon; 
and 

Whereas the present Redmond substation is operating at near capacity; and 

Whereas the House of Representatives has voted to curtail any further ex 
pansion of the Bonneville Power Administration transmission lines through 
central Oregon to Klamath Falls; and 

Whereas the future of any industrial development and expansion is jeopar 
dized in this particular area by this curtailment of funds ; be it therefore 

Resolved, That the Redmond Chamber of Commerce respectfully requests that 
the funds in Budget Item 130, “Southwest Oregon loop,’ for the Bonneville 
Power Administration be restored and the work completed as originally planned 

Respectfully submitted. 
REDMOND CHAMBER OF COM MERCI 
By Frep W. Barr, Manager. 
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KLAMATH FAs, Orec., May 20, 1953. 
Hon. Guy Corpon, 
Chairman, Interior Subcommittee of the Senate Appopriations Con mittee, 
Washington, D. C. 

FrreND Guy: Klamath County Court urges you to carefully reconsider th: 
action and stopping construction of the Bonneville Power Administration trans 
mission line to Klamath Falls, Oreg. Development of the resources in the Klamath 

sasin and increased use of electricity by families in the cities and on the farm 
will make full use of the transmission facilities that were originally propose 
between McNary and Klamath Falls. Through this use of power the Govern- 
ment will be completely repaid for its appropriations. 

KLAMA'TH CouNTy CourT. 

U. BE. Reever, County Judge. 

BE. W. Gowen, Commissioner. 

Jerry V. Ragnus, Commissioner. 


Brookinas, Orec., May 18, 1593. 
Hon. Guy CorDon, 
Washington, D. O.: 

As it appears that the million-dollar reduction in the Bonneville power budget 
item 132 designed to complete contract authorized 230 kilovolt-ampere trans 
mission line from Riddle to Norway and Norway substation. Adversely affects 
the economy of southwestern Oregon. We urge you appear before Interior 
subcommittee for reinstatement, also request sufficient funds in budget item 
130 to enable Department of Interior to build Bonneville portions of the trans- 
mission facilities in the substation at Nickle Mountain for interconnection with 
California-Oregon Power Co. 

BrRooKINGS CHAMBER OF COMMERCE. 


LONG-BANDON, OrgEG., May 16, 1953. 
Senator Guy Corpon, 
Washington, D. 0.: 

Vital to this area. Please do all possible in restoration of million dollars in 
budget item 132 to complete construction of 230 kilovolt authorized transmission 
Riddle to Norway and sufficiency in item 130 to enable building Bonneville por- 
tion of transmission facilities and substation at Nickle Mountain for intercon- 
nection with California-Oregon Power Co. system, 

Srxes GRANGE, 
By C. H. Brooks, 
Legislative Chairman. 
LANGLOIS, OREG. 


Port OxForD, OrEG., May 16, 1958. 
Hon. Senator Guy Corpon, 
Senate Office Building, Washington, D. C.: 

Please attend Interior Subcommittee Senate Appropriation Committee and 
urge the restoration of $1 million in budget item No. 132 to complete construc- 
tion of 230 kilovolt authorized transmission lines from Riddle to Norway and 
Norway substation and sufficient funds in budget item No. 130 to enable Depart- 
ment of Interior to build the Bonneville portion of the transmission facilities and 
the substation at Nickle Mountain for the interconnection with California-Oregon 
Power Co. system. 

Port Orrorp CHAMBER OF COMMERCE, 
Eimer RaymMo, President. 


CoquiLLE, OreG., May 14, 19538. 
Hon. Guy C. Corpon, 
United States Senate, Washington, D. O.: 

The board of directors of the Coquille Chamber of Commerce would appreciate 
support for restoration of appropriation in Bonneville budget for transmission 
line from Riddle to Norway, item 132. 

CoQuUILLE CHAMBER OF COMMERCE, 
C. 8. Ostka Secoy. 
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Coos Bay, OrneG., May 15, 1953 
Senator Guy Corpon, 
Senate Office Building: 

Respectfully request you urge Interior Subcommittee of Senate Appropriations 
Committee to restore $1 million cut from Bonneville budget 132, to complete 
construction of authorized 230-kilovolt transmission line from Riddle to Coos 
tay service area and for building Norway substation; also sufficient funds in 
item 130 to enable Department of Interior to build Bonneville portion of trans- 
mission facilities and substation at Nickel Mountain for interconnection with 
California Oregon Power Co. Have heretofore given our views but believe action 
now Vital to bay area, 

Coos BAY CHAMBER OF COMMERCE, 
WYLIE SMITH Power, Chairman, 


Bureau or LANnp MANAGEMENT 


OrEGON STATE Boarp or Forestry, 
OFFICE OF STATE FORESTER, 
Salem, Oreg., May 20, 1953 
Hon. Guy Corpbon, 
United States Senate, Washington, D: C. 

Dear Guy: I am writing to you regarding the reduction made in the Bureau 
of Land Management budget for furnishing forest-fire protection for their lands 
during the fiscal year 1954. 

The fire-protection appropriation requested by the BLM for this period 
is based upon actual cost estimates supplied by records at the State forester’s 
office. Any reduction in this appropriation will result in reduced fire protection, 
or if current standards are to be maintained, the costs will have to be borne 
by the State and the private forest-land owners in Oregon. These owners already 
furnish a great share of the protection costs and the load is becoming heavier 
each year. This timber, when milled, becomes a part of the 7 to 8 billion board- 
feet of lumber produced in Oregon each year and which totals over 23 percent 
of the softwood production of the Nation. 

As you know, the Oregon State Board of Forestry has a contract with the 
Bureau of Land Management for the protection of their lands lying outside 
the boundaries of the national forests. The State, in turn, subcontracts forest 
protection to the private-protective association for Bureau lands in those areas 
where the State does not maintain a State district. 

For many past years, the O. and C. lands have failed to pay their full share 
of the costs of forest-fire protection furnished their lands by the private 
associations and the State forest districts. This condition has not existed on 
privately owned forest lands since 1913, when the compulsory fire-patrol law 
was passed by the Oregon Legislature making it necessary for every owner 
to provide proper protection from fire. The failure of the Federal Government 
to pay its full share of the cost has resulted in the private timberland owner 
and the State of Oregon being responsible for making up the shortage. 

Mr. Bell, regional administrator for the Bureau of Land Management, has 
been making every effort to get sufficient appropriations to pay BLM fire 
protection costs and his budget requests for $486,680.86 for the fiscal year 1954 
is based on the best estimates our office could supply him 

Estimated costs for O. and C. lands submitted for fiscal year 1954 was 
as follows: 


! 
| Contract Rate per 
| acreage acre 


Forest Service-. jet Sele ah ce 304, 921 $15.56 | 

State pi ll shin 8 taal 1, 838, 394 | 21. 1724 | 
Subtotal.._....__- \ 2, 143, 315 | | 436, 680. 86 

Additional protection.................- eubised 50, 000. 00 


486, 680. 86 
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Guy, we will greatly appreciate anything you may be able to do to have this 
budget restored to the full amount of $486,680.86. Please call on us at any tiin« 
for any additional information you may require. Thanking you for long and 
faithful services you have performed in furthering forestry in Oregon. 

Sincerely, 
G. Spaur, State Forester 


PorTLAND, OrEG., May 20, 1953. 
Hon. Guy Corpon, 
Senate Office Building, Washington, D. C.: 


I urge restoration of $190,000 to appropriation approved by Bureau of Budget 
for protection O. and C. lands to avoid creating further deficiency in protection 
costs of Bureau of Land Management lands. Bureau now deficient $349,852 for 
fiscal years July 1938 to July 1948 and also deficient $321,312 for fiscal years 
July 1948 to July 1952. This deficiency has resulted in increased cost to private 
landowners for fire protection. These claims will soon be presented for your 
consideration in bills for action by Congress. Local regional administrator 
advises this procedure our only hope of collecting deficiency and will support 
our claim, 

J. R. Grom, 
President, Oregon Forest Fire Association 


Bureau or InpIAN AFFAIRS 


CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D. C., May 21, 1953. 
Hon. Guy Corpon, 
Chairman, Interior Subcommittee, 
Committee on Appropriations, United States Senate. 


Dear Mr. CuarrMan: The Interior appropriations bill which you are now 
considering, inadvertently or through misunderstanding deleted the money 
necessary to carry on the Indian education program in the State of California. 
In the House Report (No. 314), pages 7 and 8, the Mission Indians are referred 
to. These Indians are only a small group in California while a large number 
of children receiving education in California are in the northern part of our 
State and are of entirely different tribes. 

In order to facilitate the proper education, it is necessary that the Federal 
Government contribute to the same. For instance, in my district is located the 
Hoopa Indian Reservation, which has a large Indian population, At least 95 
percent of the land in that school district is either owned by the Federal Gov- 
ernment or by the Indians. Therefore, there is no means of securing tax money. 

I would appreciate it very much if your committee in its wisdom would rein- 
state the amount of money deleted because of the misunderstanding when the 
bill passed the House. 

With kindest personal regards, I am, 

Sincerely yours, 
Husert B. Soupper. 


BureEAU OF RECLAMATION 


CENTRAL VALLEY PROJECT 


CALIFORNIA STATE CHAMBER OF COMMERCE, 
San Francisco, May 12, 1958 
Senator Guy Corpon, 
Senate Office Building, 
Washington, D. C. 

Dear SENATOR Corpon: We are deeply concerned over the power-disposal pro 
gram which is being followed by the Bureau of Reclamation in the Central Valley 
project. We believe, as do many other groups, that the whole financial feas- 
ibility of the Central Valley project may have been jeopardized and the financial 
aid to irrigation, as provided in the authorizing legislation, materially reduced 
as a result of the various power contracts which have been made by the Bureau 
of Reclamation. 
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We concur in the recommendation of the House Appropriations subcommittee 
and urge that the Senate committee agree to the studies, as outlined in the 
House report. We believe it is quite appropriate that (1) the effect of the 
contracts on project feasibility and on project water users be determined by 
the Department of the Interior, (2) that an opinion as to the legality of the 
contracts be rendered by the Solicitor of the Department, and (3) that the 
matter be submitted to the Comptroller General for his review and opinion. 

We would like to have this letter put in the records of the hearings. 

Many thanks for the past consideration which you have always given to our 
suggestions. 

Sincerely yours, 
JAMES Mussatt!1, General Manager. 


JOINT COMMITTEE ON WATER PROBLEMS, 
May 15, 1953. 
Hon. Guy Corpon, 
United States Senator, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR Corpon: I am writing you as chairman of the joint committee 
on water problems of the California Legislature. 

Our committee has been much concerned over the policy and action of the 
Bureau of Reclamation in regard to contracts made with public agencies as 
they affect the Central Valley project. Our committee has held extensive hear- 
ing on this subject. As you know, California is about 50 percent agricultural. 
Therefore, it is important to the financial feasibility of the Central Valley 
project that power carry its proportionate share of the project’s costs and provide 
the required assistance to irrigation. 

It is our understanding that the House Appropriations Committee has made 
recommendations for a study of the effect of contracts on the project’s feas- 
ibility and that the effect on water users be ascertained by the Department of 
the Interior. Under the reclamation law there are preferential users of power, 
but I do not believe preferential users should have this service at less than cost. 

We urge that your committee support the recommendations of the House 
Appropriations Committee. 

Sincerely yours, 
J. Howarp WILLIAMS, 
State Senator. 


BERKELEY, CALIF., May 20, 1953 
Hon. Guy Corpon, ‘ 
Chairman, Subcommittee on Interior Appropriations, 
Senate Office Building, Washington, D. C.: 

Contracts recently made by Bureau of Reclamation disposing of Central Valley 
project power demand investigation. House Committee took only proper view 
of these contracts which violate the law as well as sound business principles, 
Actually the contracts give away Government property at a fraction of its value. 
Believe your committee can serve the publie interest and do justice to project 
irrigators by ascertaining and making public the facts concerning this travesty 
on administration of public laws. 

EpSON ABLE, 
Assistant Director, Public Utilities Department, California Farm Bureau 
Federation, 


SACRAMENTO, Cauir., May 15, 1953. 
Hon. Guy Corpon, 
United States Senator, 
Senate Office Building, Washington, D. C.: 

As chairman of the joint committee on water problems of the California Legis 
lature, our committee has been much concerned over the policy and action of 
the Bureau of Reclamation in regard to contracts made with public agencies 
as they affect the Central Valley project. Our committee has held extensive 
hearings on this subject. As you know, California is about 50 percent agricul- 
tural. Therefore, it is important to the financial feasibility of the Central 
Valley project that power carry its proportionate share of the project’s costs 
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and provide the required assistance to irrigation. It is our understanding that 
the House Appropriations Committee has made recommendations for a study of 
the effect of contracts on the project’s feasibility and that the effect on water 
users be ascertained by the Department of the Interior. Under the reclamation 
law there are preferential users of power, but I do not believe preferential users 
should have this service at less than cost. We urge that your committee support 
the recommendations of the House Appropriations Committee. I am sending a 
copy of this telegram to each member of your subcommittee, 
Sincerely yours, 
J. Howarp WILLIAMS, 
State Senator 


DELANO, Cauir., May 21, 1953. 
Senator Guy CORDON, 
Senate Ofice Building, Washington, D. C.: 

We urge most strongly that your Senate subcommittee follow the recommenda- 
tions of the House Appropriations subcommittee and agree to the studies as 
outlined in the House report. It is important that the effect of the preferential 
power contracts on the feas bility of the Central Valley project be determined by 
the Department of the Interior, and that their Solicitor render an opinion as to 
the legality of the contracts and that an opinion be obtained from the Comptroller 
General, 

CENTRAL VALLEY ProJect ASSOCIATION. 
By RoLaANnpv CuRRAN. 


Detano, Cauir., May 21, 1958. 
Senator Guy Corpon, 
Senate Office Building, Washington, D. C.: 

We urge most strongly that your Senate subcommittee follow the recommenda- 
tions of the House Appropriations subcommittee and agree to the studies as 
outlined in the House report. It is important that the effect of the preferential 
power contracts on the feasibility of the Central Valley project be determined by 
the Department of the Interior, and that their Solicitor render an opinion as to 
the legality of the contracts and that an opinion be obtained from the Comptroller 
General, 

CENTRAL VALLEY PROJECT ASSOCIATION, 
By RoLtanp CURRAN. 


DELANO, CALir., May 21, 1958. 
Senator Guy CorpDoN, ° 
Senate Office Building, Washington, D. C.: 

Our committee concurs in the recommendation of the House Appropriations 
Subcommittee, and we urge that the Senate subcommittee agree to the proposals 
outlined in Congressman Jensen's report. We feel it imperative that the effects 
of the preferential power contracts on the feasibility of the Central Valley project 
be determined by the Department of the Interior, and that an opinion as to the 
legality of the contracts be submitted by the Solicitor of the Department and 
an opinion be obtained from the Comptroller General. 

W. M. Harrison, 
Chairman, Statewide Committee for California Ownership of the Central 
Valley Project. 


Missourt River Bastn Provecr 


THE AMERICAN MUSEUM OF NATURAL HiIsToRY, 
New York, N. Y., May 14, 1958. 
Re Senate Committee on Appropriation, Department of the Interior. 
Hon. Guy CorpDon, 
The United States Senate, 
Senate Office Building, Washington, D. C. 

Dear SENATOR Corpon: I wish respectfully to call your attention to the enclosed 
resolution unanimously agreed upon by the officers and members of the Society 
for American Archaeology assembled at their annual meeting at Urbana, IIL, on 
May 7-9, 1953. About 100 members of our society, representing institutions from 
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all parts of the country, unanimously approved the resolution. While not entirely 
a professional organization the Society for American Archaeology is the only 
organization in the country which can be considered to represent the views of 
the serious students of American archaeology. 

The resolution concerns a critical phase in the program directed toward the 
salvage of archaeological resources in danger of being obliterated by dam con- 
struction in the Missouri Valley, a program which has been strongly advocated 
by our society. 

We are alarmed with the news that serious cuts might be made in the budget 
allowed for the Missouri Basin reclamation project. The original item allowed 
by the Bureau of the Budget for the next year was in itself insufficient to meet 
what have been thought to be minimum needs, but with it a respectable portion of 
the program could be carried out. The program that was planned was concerned 
entirely with reservoir projects now under construction and which presumably 
are to be carried to completion. Two of the dams are to be completed this year 
and flooding to begin immediately, so about two-thirds o* the proposed work for 
the year was to be directed toward these reservoirs. The remainder of the work 
was to be in areas subject to destruction by construction projects now under way. 

If the appropriation for this work is cut to one-third of the Bureau of the 
Budget figure, as we hear is planned, the amount of salvage work that can be 
done will indeed be minimal. We cannot request too strongly, there/ore, that you 
give every consideration to the possibility of avoiding such a drastic cut. The 
need is immediate and there will be no later chance to recover the only records 
of the ancient peoples of the western United States which are the archaeological 
deposits and village sites now subject to destruction. 

Sincerely yours, 
Gorpon F. EKHOLM, 
President, Society for American Archaeology 


RESOLUTION ADOPTED AT THE ISTH ANNUAL MEETING or THE SOCIETY FOR AMERICAN 
ARCHAEOLOGY, IN URBANA, ILL., ON May 8, 19538 


The Society for Américan Archaeology has learned with deep concern of the 
drastic cut which has been made in the item in the Missouri Basin allocation 
fund of the Department of the Interior appropriation bill providing funds for 
the recovery of historical, archaeological, and paleontological materials from 
areas which will be flooded by dams now under construction in the Missouri 
Basin. 

While the society appreciates the need for, and is in sympathy with the present 
economy move, it nevertheless believes that the small saving involved is out of 
all proportion to the irretrievable loss to knowledge of New World history which 
will result. 

The society, therefore, wishes to go on record as respectfully urging the restora- 
tion of the item to the sum recommended by the Bureau of the Budget. 


MissourI ARCHABOLOGICAL SOcIEry, 
Columbia, Mo., May 8, 1953. 
Senator Guy CoRrDon, 
Chairman, Subcommittee on Interior Appropriations, 
United States Senate, Washington 25, D. C. 

Dear Str: Within the last few days information has been received by the 
officers of the Missouri Archaelogical Society that there has been a very sub- 
stantial cut in the fiscal year 1954 budget calling for the Missouri River Basin 
allocation fund of the Department of the Interior. A very small part of this 
fund is estimated for the archaeological, paleontological, and historical salvage 
program of the National Park Service inside the Missouri Basin. This informa- 
tion was brought to the attention of the society at its annual spring meeting 
held in Springfield, Mo., May 3. 

The society, afte a full discussion, and bearing in mind its resolution to the 
basin committee of a year ago as well as the foreword published in a recent 
number of its Missouri Archaeologist, authorized its president and secretary to 
convey to you its unqualified opinion and resolution that the appropriation be 
restored to its original amount, which is little enough to carry out the extremely 
important salvage work in the reservoir areas in the Missouri Basin. 


32224 < . 2—— 42 
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As you are aware the history of human occupation of this continent before 
the arrival of the Buropeans, together with the story of the origin and develop- 
ment of corn, beans, squashes, and other important agricultural products, is 
buried in the soil of our river valleys and adjacent cliffs and hills. This is our 
only record, and whatever obscures or makes it impossible of recovery deprives 
us and our future generations of this knowledge. It is this compelling reason 
which leads us to urge you to consider carefully the restoration of what is such 
a relatively small sum that it is insignificant in the national budget. If we 
should fail in this responsibility of providing for the preservation of our cultural 
heritage, future generations will wish that we had recognized our responsibilities 
at this time and will blame us for this lack of foresight. 

The Missouri Archaeological Society is an organization of more than 900 trained 
and amateur archaeologists, mainly from Missouri, but scattered throughout the 
country. A copy of the publication mentioned above is enclosed. 

Thanking you for your consideration, and with confidence that you will listen 
favorably to this request, we remain 

Respectfully, 
Jesse EF. WrencH, 
President. 
Cart H. CHAPMAN, 
Secretary-Treasurer. 


RESOLUTION ON DAMS AND RESERVOIRS 


Whereas the disastrous floods of the last 2 years have focussed the attention 
of the inhabitants of Missouri and other States in the Missouri Valley on the 
matter of flood control ; and 

Whereas the building of large dams in the main river valleys tends to destroy 
forever the possibility of the recovery of large sections of the history of early 
man in the western United States; and 

Whereas these dams will likewise destroy the chief remaining evidence con- 
cerning the hydrographic history of the valley obtainable through archaeology: 

Bt it resolved: 

1. That the utmost care be taken to assure that the buflding of large dams is 
necessary and unavoidable in the control of floods, the reclamation of land 
and/or the development of power. 

2. That in case such dams are unavoidable it should be the duty of Congress 
to set aside, for the recovery of such archaeological and historical information as 
might be destroyed, sufficient funds, such as one-half of 1 percent of the amounts 
appropriated for these constructions. 

3. That in the case of other works, such as levees, canals, or other earth- 
moving operations, appropriations be made for the attendance of an archaeologist 
to salvage such materials as might otherwise be destroyed or buried. 

4. That the executive committee of the Missouri Archaeological Society be 
instructed to present these resolutions to the Missouri Basin Commission with 
the hope that these scientific claims be properly recognized. 

Done this 11th day of May at the spring meeting of the Missouri Arch- 
aeological Society in Trenton, Mo. 

JESSE E. WRENCH, President. 


Norre.—If you disapprove of this resolution or if you have further recom- 
mendations that you think should be presented to the Missouri Basin committee, 
please communicate with the secretary immediately. 


UNITED STATES SENATE, 
COMMITTEE ON AGRICULTURE AND FORES1R&Y, 
May 21, 1958. 
Hon. Guy Corpon, 
United States Senate, 
Washington, D.C. 

Dear Guy: In connection with the considerations of your Subcommittee on 
Interior Department Appropriations for the coming fiscal year, may I submit 
the attached communication from Dr. Raymond H. Thompson, curator of the 
Museum of Anthropology, University of Kentucky, urging that the cut made by 
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the House be restored for the emergency work of the interagency archaeological 
and paleontological salvage program. It hardly is necessary to add that I be 
lieve the views of Dr. Thompson on this matter merit every possible consideration. 
With best regards, I am 
Sincerely yours, 
EarLE C, CLEMENTS 


UNIVERSITY OF KENTUCKY, 
Lexington, May 14, 1953 
Hon. EarLe C, CLEMENT'S, 
Senate Office Building, 
Washington, D.C 

Dark SENATOR CLEMENTS: It has come to my attention that recent cuts in the 
appropriation bill will eripple the emergency work of the interagency archeologi 
cal and paleontological salvage program. This program ise a cooperative project 
earried out by Federal, State, and local groups to recover as adequate a sample 
as possible of the archeological and paleontological remains ‘n those areas which 
will be inundated as a result of the dam construction of the reclamation program. 
The work of the agency is national in scope, but the greater part of that now in 
progress is in the Missouri Basin. 

The House has cut the appropriation to the Bureau of Reclamation for general 
investigations from $4 million to $2,500,000. Of this an original $250,000 was 
budgeted for the archeological and recreational services demanded of the Park 
Service by construction programs in progress. The House has reduced this sum 
to $150,000. The net result of these reductions is that very little money will 
be available for the recovery of prehistoric remains in the coming fiscal year 
There are several reasons for restoring most if not all of the funds originally 
allotted to the salvage program. 

(1) Many, if not all of the areas, in which the reclamation construction is 
taking place are relatively unknown as far as their prehistoric potentials are 
concerned. Nevertheless, reconnaissance work has demonstrated that there are 
abundant archeological and paleontological remains in these areas, The infor 
mation to be gained from the study of at least a representative sample of these 
scientific materials will be of incalculable value for the reconstruction of the 
prehistoric past of large segments of our Nation. Onee the water impounded by 
federally sponsored dams is impounded in these basins, this national scientific 
resource is lost forever. Consequently, this salvage work is of an emergency 
character and cannot be postponed for future years 

(2) The danger of eminent loss, not only of as yet unexcavated material, but 
also of the now partially recovered remains is particularly great in the Garrison 
and Randall Reservoirs where the water has already begun to rise. If funds are 
not made available for the coming season's field work, not only will the potential 
gains of this season be lost, but the value of the work of previous years will be 
considerably lessened. 

(3) This work which is of vital importance is supported by scientists and 
citizens and is furthered by considerable material contributions from State and 
local organizations. Certainly the Federal Government has a responsibility to 
these groups. 

(4) Should the Federal Government fail to maintain the high standard of 
public responsibility toward scientific materials which it has established for 
itself, it will be outstanding among the present nations of the world as one 
of those few governments which does not take cognizance of the need to salvage 
the all-too-meager evidences of past life in those areas where its construction 
programs jeopardize the continuance of scientific work. 

I sincerely hope that you will consider this program worthy of your support, 
particularly in view of the emergency nature of the work. Please give your 
serious consideration to a restoration of these funds when the appropriation bill 
is considered by the Senate. Since efforts are being made to trim the budget as 
much as possible, it is perhaps asking too much for a full restoration of funds 
It should be pointed out, however, that unless this program is supported for the 
very limited time when salvage is possible no amount of money in future years 
will repair the damage done to scientific progress. 

Very truly yours, 
RAYMOND H. THompson, 
Curator. Museum of Anthropology 
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Unirep STATES SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
May 19, 1958. 
Hon. Guy Corpon, 
United States Senate, Washington, D. C 


Dear Guy: Enclosed herewith is a copy of a letter I just received from Mr, 
George Will with regard to the appropriations for archeological work in the 
Missouri Basin. 

As you will note from Mr. Will’s letter, this is a very important appropria- 
tion in that the construction of many dams along the Missouri River will make 
work such as this impossible in the future. 

With warmest personal regards, 

Sincerely yours, 
Miron R. Youna, 
United States Senator. 


COMMITTEE FOR THE RECOVERY 
or ARCHEOLOGICAL REMAINS, 


May 14, 1953. 
Hon. Mitton R. Younes, 


Senate Office Building, Washington, D. C. 
Dear SENATOR YouNG: I am writing you as president of our State historical 
society to strongly urge your support in keeping the full appropriation of 
$150,000 for the Bureau of Reclamation to be used in archeological work in 
the Missouri Basin. This is work which can never be done again if the program 
of dam building continues, and work which is of very vital importance on 
account of its bearing on the history of our region, on the time calendar of our 
region as shown by tree rings, and on the investigation of the state of culture 
and the various plants used by our red predecessors which have a definite value 
materially to our own times. 

Please do your very best to take care of the needs along this line. Should 
the appropriation for the dams themselves be postponed it would not, of 
course, be necessary that those for archeological work be carried out at this 
time, but wherever dam building goes on it is very essential to have this 
money So as to complete the work before it is too late. 

Sincerely yours, 
Georee WILL, 
Treasurer, Society for American Archeology. 


BurEAU OF MINES 


West VIRGINIA NEWSPAPER PUBLISHING COMPANY, 
Morgantown, W. Va., May 8, 1958. 
Senator Guy Corpon, 
Senate Office Building, Washington, D.C. 

DeaR SENATOR CorpoN: AS a long-time (34-year) editor of a long-time 
(89-year) Republican newspaper, I should like to invite your support for a West 
Virginia project now before you as chairman of the Senate Appropriations Sub- 
committee on Interior Department appropriations. 

It is one of the deepest satisfactions of my little career that it was a Repub- 
lican (SOth) Congress which authorized the establishment in Morgantown of 
the first experiment station of the United States Bureau of Mines in the Nation’s 
No. 1 coal-producing State—and the only Bureau station located at the seat of 
a State university and operated in close relationship with that university. 

The buildings for that experiment station are now being erected on a site for 
which the Morgantown Chamber of Commerce shelled out $25,000 and which it 
immediately conveyed to the Federal Government, 

However, through some inexplicable misunderstanding in the House of Rep- 
resentatives, the appropriations to carry forward through the coming fiscal year 
the only major research project in coal hydrogenation now in progress were 
eliminated for fiscal 1954, and unless your subcommittee corrects this error, a 
most grievous injustice will be done. 

This is not a pork-barrel project. It is of national importance. It affects 
the whole economy of the Nation. A lot of money has already been spent on it, 
and the scientists in charge feel they are definitely in sight of a successful con- 
clusion of incalculable value. Its continuance during the coming vear calls for 
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appropriation of $850,000 for Morgantown and $657,000 for the related 

at Bruceton, Pa. Already millions have been spent to bring the research to i 
present point of almost certain success, and those millions—and much else be 
sides—will be lost if the experiment is now dropped 

I know most of the scientists and technicians who have been working on this 
project in Morgantown, but I am not intervening on their behalf. I know man 
of them have repeatedly turned down offers of other employment more lucrative 
than their present jobs, and others have seniority which will bring them assign 
ments elsewhere. They will be able to take care of themselves. Furthermore, 
although Morgantown is a small town, it is not going to fold up and become a 
ghost town for failure of the Federal Government to spend $850,000 here next 
year. 

But here is a fundamental research project which is the proper (indeed, almost 
the exclusive) concern of the Federal Government, and which falls clearly 
within the traditional and historic functions of the Government. Moreover, it 
is concerned not only with our major coal industry but with our whole fuels 
problem. This is not a New Deal or a Fair Deal innovation, but is strictly in 
keeping with the policies and practices for which the Republican Party has 
always consistently stood. 

I put no particular stress upon this further point but I offer no apology for 
adding that if a Republican Congress now scuttles this program which means 
so much to West Virginia and its basic coal industry, Republican newspapers 
will find it all the more difficult to persuade their readers that West Virginia 
should return with its sister States to the Republican fold. 

I solicit your support for the restoration of this appropriation for the Morgan 
town project. 

Cordially yours, 
Brooks Corr_e, 


Editor, The Morgantown Post. 


NATIONAL Park SERVICE 


Ciry COUNCIL COMMITTEE ON LOCAL TRANSPORTATION, 
Chicago, Ill., May 12, 1958. 
Senator Guy CorpDon, 
Chairman, Senate Subcommittee on Interior Appropriations, 
United States Senate, Washington, D. C. 


DEAR SENATOR CorDON: As one who constantly uses the United States parks 
and is constantly aware of the need for continued improvement in them, I 
urge that the House Committee on Appropriations restore the cut in the appro- 
priation for the national parks survey. 

I believe it is urgent that the funds for the protection, management, mainte- 
nance, and rehabilition be particularly restored. 

Thanking you in advance for the consideration I am certain you will give 
this letter, I remain 

Sincerely yours, 
Ravpu F. Gross, Transit Engineer. 


Tue NATURE CONSERVANCY, 
Washington 9, D. C., May 12, 1958. 
SENATOR Guy CoRDON, 
United States Senate, Washington, D. C. 


DEAR SENATOR CorDON. On page 22 of the House report on the Interior De- 
partment appropriations bill the following statement occurs: 

“In connection with the appropriation for the acquisition of lands and water 
rights, no land is to be taken by the Park Service through the condemnation 
procedure.” 

The condemnation procedure is one that should certainly be used with caution 
and only under extreme circumstances. We feel, however, that in the interest 
of good government this power should not be totally denied to the Park Service. 

We hope you will give this matter your careful consideration and that you 
will take steps to have the statement modified in an appropriate manner. 

Sincerely, 
° Georee B. Feri, Secretary. 
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GREEN MOUNTAIN CLUB, 
New York Section, INc., 
Brooklyn, N. Y., May 14, 1953 
Senator Guy Corpon, 
Chairman, Appropriations Committee, 
The Senate, Washington, D. C. 

My pEAR SENATOR CorpoN: As chairman of the conservation committee of the 
New York Section of the Green Mountain Club, I should like to protest in the 
name of my club against the slashing of the National Park Association appro- 
priation below the figure proposed in the President’s budget, and to urge that the 
former figure be restored. The Park Service is already operating on a pitifully 
small amount that does not allow them enough for improvement and expansion 
of facilities, and to cut this further would be disastrous. Furthermore, such a 
cut does not take into account the tremendously increased use of national parks 
by the public in recent years. Economy is all very well, but we can only conclude 
that the Congressmen who have already approved this cut fail to appreciate 
what a priceless resource this Nation possesses, 

We should like to have this letter made a part of the official record. 

Very truly yours, 
(Mrs.) ELizAnetu R. Burton, 
Chairman of Conservation 


SONS OF THE AMERICAN REVOLUTION, 
FeperAL Hatt MEMORIAL, 
New York, N. Y., May 8, 1953 
Senator Sryies Bripaes, 
Senate Office Building, 
Washington, D. C. 

My DrAr SENATOR BripgEs: The Sons of the American Revolution, New York 
Chapter, of which I have the honor to be the secretary and past president, is 
deeply interested in the preservation of our great American historical shrines, 
such as the Federal Hall Memorial (Sub-Treasury Building) here in New York 
City, the Statue of Liberty on Bedloe’s Island, Castle Clinton National Monument 
in Battery Park, Saratoga Battlefield, and the other notable historical places over 
the country which are preserved and presented to the traveling public as units 
of the national park system. I am also chairman of the historic preservation 
committee of the National Society, Sons of the American Revolution. 

We have just learned of the recent report of the House committee on Appropria 
tions in regard to the Interior Department appropriation bill for the 1954 fiscal 
year which includes appropriations to the National Park Service for the care 
and maintenance of national shrines as well as the wilderness national parks 
We have been very much disturbed to learn from this report that the proposed 
appropriations for the National Park Service to manage and protect these shrines 
and the great wilderness areas of the West have been reduced substantially below 
the amounts recommended by President Eisenhower. 

Upon inquiry of the Department of the Interior, we have been informed that 
the appropriation for management and protection of the national park system, 
as recommended by the House Appropriations Committee, is $1,158,450 less than 
the amount recommended, or a reduction from $9,945,000 to $8,786,550. The 
amount for maintenance and rehabilitation of these and other important areas of 
the national park system has also been reduced by $1,200,000 below the amount 
recommended, or a reduction from $9,200,000 to $8,000,000. 

We are fully aware of the need for economy and share the desire of many 
others to reduce taxes and to bring the budget into balance. Nevertheless, we 
are also keenly aware of the tremendous pressures which have been placed upon 
the historical and patriotic shrines of the Nation by the immensely increased 
travel which such places have experienced in the last five years. Here in New 
York we are receiving steadily increasing numbers of visitors each year, and the 
national park system as a whole has over 42% million visitors a year, more than 
double the number that came to the parks and monuments only 12 years ago. In 
spite of this heavy load of travel, these areas have never recovered from the 
maintenance problems created by reduced appropriations during World War IT. 

Under these circumstances the Sons of the American Revolution wishes to 
appeal to you to support the administration budget in regard to management and 
protection, and maintenance and rehabilitation of the national parks. We ask 
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for nothing else, and especially nothing for ourselves. This is in the public in- 
terest and designed to protect an important Federal investment that reaches 
deep into the recreational and patriotic life of the people of the United States. 
With kindest personal regards, I am 
Sincerely yours, 
GARDNER OSBORN, Secretary 


Fisu AND WILDLIFE SERVICE 


NATIONAL FISHERIES INSTITUTE, 
Washington, D. C., May 11, 1958. 
Hon, StyYLes BRIDGEs, 
Chairman, Senate Appropriations Committee, 
Senate Office Building, Washington 25, D. C. 

DeAR SENATOR Bripees: I shall not burden you with details, but I wish to 
call your attention to the fact that the House has cut fisheries appropriations for 
the Fish and Wildlife Service 28 percent below the recommendation of President 
Eisenhower. 

Fisheries are of increasing importance in the food picture of the Nation, and 
I am sure you will agree with me that it is absolutely necessary to maintain 
the biological and technological research programs so necessary to bring about 
proper management of the fisheries in order that the resource may be produc- 
tive in the years to come. 

The fishing industry will appreciate it if you will give careful consideration 
to the reinstatement of these funds in the Interior Department bill in order 
that the appropriation will be more in line with the recommendation of the 
President. 

Sincerely, 
Cuas. E. JAcKson, General Manager. 


IZAAK WALTON LEAGUE OF AMERICA, INC., 
Chicago, Ill., May 11, 1953 
Hon. Guy CorDon, 
Chairman, Senate Subcommittee on Interior Appropriations, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR CORDON : We have just received the rather startling information 
that the Interior Department appropriations bill passed by the House of Repre- 
sentatives contains a 28-percent-across-the-board cut in the budget of the Fish 
and Wildlife Service for research activities in fish, wildlife, and commerciai 
fisheries while at the same time increasing the appropriations for fish hatcheries 
by some $300,000. 

While no one is more in favor of economy in Government than the Izaak 
Walton League of America, this seems to be a very strange and shortsighted 
way of approaching it as far as the management and development of our fish 
and wildlife resource is concerned—a resource on which over 30 million Ameri- 
‘ans annually depend for recreation, fur, and food. Research men in Federal, 
State, and private employ have long since demonstrated that while hatcheries 
have a limited place in providing stock for new waters where fish do not naturally 
exist, by and large the future of our fisheries depends on a well-rounded man- 
agement program based on careful study and manipulation of the natural en- 
vironment in which fish live and reproduce. 

If such a drastic cut in research facilities at the Federal level becomes law 
it will set our advances in these fields back at least 15 years and maybe more. 
Such an action would be much like appropriating money to the Department 
of Agriculture for the printing of a few million farmers’ almanacs while dras- 
tically reducing research into the best methods of increasing erop yields, pre- 
venting crop diseases, etc. Or, similarly, to encourage patent medicines as the 
cure for all our human ills, while eliminating funds and opportunities for 
medical research into the whys and wherefores and cures of assorted human 
diseases, 

We fully realize that it is common practice in any economy program for vari- 
ous groups and organiaztions to scream to high heaven when that field of their 
particular interest comes under the ax, neyertheless, the record of the Izaak 
Walton League of America over 31 years demonstrates pretty well that it has no 

























1788 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 





selfish or organizational ax to grind, but has operated solely in the long-range 
public interest. 

If true economy were to be achieved by so drastically reducing research appro- 
priations for the Fish and Wildlife Service we would not raise a murmur. We 
are convinced, however, that such a move would be false economy of the highest 
order. Many years of exhaustive research into the biological aspects of fish 
and wildlife productivity would be sorely jeopardized and lost, if not lost alto- 
gether. We do not ask for an increase in the total appropriations for the Fish 
and Wildlife Service, but merely ask that your committee give serious study to 
realining the allotment to various functions in the Service. In other words, 
hatcheries could well stand a cut, but research, certainly not. 

The Izaak Walton League, representing some 550 chapters throughout the 
United States and Alaska, and active in conservation and outdoor affairs in this 
country for over 31 yers, most strongly urges your committee to weigh this 
matter carefully and to restore at least a substantial portion of the research 
appropriations to the Fish and Wildlife Service eliminated by the Horse. 

Cordially, 
RosertT O. Beatty, Conservation Director. 


NATIONAL FisHeERrIeES INSTITUTE, INC., 

Washington, D. C., May 11, 1958. 
Hon. Guy Corpon, 

Chairman, Senate Committee on Interior Appropriations, 
Senate Office Building, Washington 25, D. C. 

Dear Guy: I think you will agree that the 28-percent cut below the recom- 
mendation of President Eisenhower in the Department of Interior appropria- 
tion for fisheries work is too drastic. I shall not burden you with details, since 
you understand the situation thoroughly. 

On behalf of the fishing industry I respectfully request that you and members 
of your subcommittee give careful consideration to reinstating the fishery ap- 
propriation figure to that recommended by the President. 

Sincerely, 


CHARLES E. Jackson, General Manager. 


NATIONAL WILDLIFE FEDERATION, 
Tacoma Park, Washington 12, D. C., 12 May 19538. 
Hon. Guy Corpon, 
Chairman, Subcommittee on Interior Appropriations, 
Senate Office Building, Washington 25, D. O. : 

Dear SENATOR CorpoN: I would like to call to the attention of your Sub- 
committee on Interior Appropriations the attached letter from Dr. Donald J. 
Zinn, of 1045 Kingstown Road, Peace Dale, R. I., president of the Rhode Island 
Wildlife Federation. 

Dr. Zinn and the Rhode Island Federation are greatly concerned about the 
House cut in funds for conservation studies at Narragansett Marine Laboratory. 
I believe his description of what would happen unless this cut is restored merits 
your earnest consideration. 

Sincerely yours, 
NATIONAL WILDLIFE FEDERATION, 
CHARLES H. CALLISON, Conservation Director. 


Ruope IsLtANpD WILDLIFE FEDERATION, 
May 7, 1953. 
Mr. CHARLES CALLISON, 
National Wildlife Federation 
3308 14th Street NW., Washington, D. C. 


Dear CHARLEY: The Rhode Island Wildlife Federation is greatly disturbed 
about the bill that has just passed the Federal House of Representatives 
which, among other things, proposes to cut $24,600 frem the original sum of 
$90,000 which was to be appropriated for hard clam conservation work in the 
New England area. If this cut is passed by the Senate it means that basic re- 
search on this very important shellfishery will be stopped practically altogether. 
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The reason for this is that the chief investigation of this animal is being 
carried on in Narragansett Bay at the Narragansett Marine Laboratory—cer- 
tainly the best area and best facilities for this work on the Atlantic coast. 
This cut from the present $36,000 means that the present staff (total salary 
over $24,000) trained to work as an efficient unit, will be dispersed, and the 
basic research now only just beginning to bring rewarding results, will stop. 

Not only is it no economy to eliminate, the shellfishery investigation in 
Rhode Island, the actual center of the hard shell clam investigations, but it 
is also slamming a door in the faces of all those who are trying to bring basic 
research for the conservation of the hard clam to a successful conclusion. 

This organization strongly urges that in the interest of the conservation of 
the hard-shell clam, and in the preservation and maintenance’ of the hard- 
shell clam fishery along the Atlantic coast, that the local Rhede Island clam- 
investigating unit be maintained. These results will obtain if the present 
effort to delete $24,600 is defeated. 

Sincerely yours, 
Don4Lp J. ZINN, President. 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
May 13, 1953 
Hon. STyLes BRIDGES, 
Chairman, Senate Committee on Appropriations, 
Washington 25, D. OC. 

DEAR SENATOR BripGes: I enclose a letter from Mr. W. E. Morgan, president, 
Colorado Agricultural and Mechanical College, Fort Collins, Colo., pertaining 
to funds for the Colorado cooperative fishery research unit, for consideration 
by the committee and to be made a matter of record in the hearings. 

With kindest regards, I am 

Sincerely, 
Ep. C. JOHNSON. 


COLORADO AGRICULTURAL AND MECHANICAL COLLEGE, 
Fort Collins, Colo., May 5, 1958. 
Senator Epwin C. JOHNSON, 
Senate Office Building, Washington, D. C. 


Dear SENATOR JOHNSON : Your assistance is urgently requested in helping save 
the Colorado cooperative fishery research unit, the only unit of its kind in the 
United States. 

The unit, located here at Colorado Agricultural and Mechanical College, is a 
cooperative undertaking by three agencies : The college, the Colorado Department 
of Fish and Game, and the United States Fish and Wildlife Service. 

Both the college and the Colorado department are prepared to support this 
program for the coming year, and provision has been made in the budgets of 
these respective organizations. The share borne by these two parties for the 
cooperative undertaking accounts for approximately two-thirds of the total cost 
of the fishery research unit. 

The support of the third party, the United States Fish and Wildlife Service, 
must, however, be withdrawn if the Senate concurs in the reduction already voted 
by the House in funds for the Branch of Fishery Biology, Fish and Wildlife 
Service, Department qf the Interior. 

This research unit is doing a job that is essential to support the recreation 
industry here in the Mountain States. I know that you recognize the value of 
this resource to Colorado, but your colleagues in the Senate need to be informed 
that the findings of this unit are generally applicable to the recreation industry 
throughout the West. 

There are many details that we will supply if you wish. In the meantime, 
however, I trust that you will see fit to work for action in the Senate to stay 
the liquidation of a sound program that is under way and is accomplishing worth- 
while results. 

A letter similar to this is being sent to Senator Millikin. 

Sincerely, 
W. E. Morean, President. 
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[Telegram ] 


FRANKFORT, Ky., May 20, 1953. 
Senator Guy Corpon, 
Chairman, Senate Interior Appropriations Committee, 
Senate Office Building, Washington, D. C.: 

Appropriations $62,000 urgently needed for further construction fish hatchery 
here, plus sum for operation. Deletion this amount from budget means that 
many Kentucky farm ponds, public lakes, and streams will be unstocked, Thus 
Kentuckians would be deprived of benefits now provided by Federal Government 
to other States through fisheries stations already established. Kentucky now 
has no Federal hatchery and operates Nation’s largest pond and lake program. 
Stoppage of work after the completion of only 12 ponds also endangers water- 
supply lines, buildings, and practically all previous expenditures, protection, 
plus 12 additional ponds. Earnestly request your favorable consideration for 
people of Kentucky. 

Minor FE. CLark, 
Director, Division of Fisheries, Department of Fish and Wildlife Resources. 


May 12, 1953 
Hon. Guy Corpon, 
United States Senate, 
Washington, D. CO. 


Dear Guy: I thought that I would just drop you a line to advise that I am 
greatly concerned with the proposed cuts in the Interior Department appropria- 
tion bill for the fiscal year 1954 in the Fish and Wildlife Service. 

We have four projects that pertain to the State of Maine which would be 
seriously affected as a result of the cuts that have been proposed. 

(1) The important North Atlantic bluefin-tuna exploratory fishing project 
in New England would be terminated and its office in Portland, Maine, closed. 
This project has held very real promise in bringing about the discovery of 
sizable schools of tuna off the coast ef this region and this, of course, in turn 
would result in great benefit to the fishermen and the economy of the State. 

(2) We have for several years been undertaking a cooperative program to 
bring about a restoration of the Atlantic salmon that used to frequent the 
waters of our State. Pollution and other causes brought about a situation 
where they reached a point of almost complete extinction. As a result of the 
cooperative program, several streams have been cleared of pollution and obstruc- 
tions with a result that the cooperative effort has been productive of excellent 
results. If the proposed cut is continued it will mean that the program will 
be ended and the investment made at this point will be lost. 

(3) As you are aware, the digging of clams provide sizable income to many 
thousands of our people along the coast and here again research work has been 
carried on in recent years that has already been of value. If the cuts proposed 
remain in effect, the funds already invested in this project would be wasted 
just when it is believed that further research will result in much benefit to 
this industry. 

The fourth project has to do with the research vessel Albatross IIT, at Woods 
Hole, Mass., which would be laid up and five scientists will be dismissed from 
the work that has been going on in the North Atlantic. This research work has 
been spoken of very highly by those connected with the fishing industry and it 
is their hope. I know, that the work may be continued in order to develop in- 
formation that can be of real benefit to the industry as a whole. 

Maine, as you are aware, has a sizable coastline bordering the Atlantie and 
it is off this coast that large quantities of clams, lobsters, and various species 
of fish have resulted in employment opportunities for many thousands of our 
people plus providing a source of fresh sea food supply to the eastern section 
of the Nation. 

Work of the nature that has been undertaken is of tremendous importance to 
that entire section, for only through comprehensive —-—— can continue to bring 
benefit over a long period of time to the fishing industry. 

It is my hope that full consideration will be given to these matters by the 
committee in order that these worthwhile projects may be permitted to continue. 

Sincerely yours, 
FrepvertcK G. PAYNE, 
United States Senator. 





INTERIOR DEPARTMENT APPROPRIATIONS, 1954 1791 


CONGRESS OF THE UNITED STATEs, 
House OF REPRESENTATIVES, 
Washington, D. C., May 18, 19538 
Senator Guy Corvdon, 
Chairman, Department of the Interior Subcommittee, 
Senate Appropriations Committee, 
Washington, D. C. 

Drak SENATOR: There is deep concern in Hawaii over the reduction in appro- 
priations for fishing investigations made in the Interior Department appropria 
tion bill by the House. Although the results of the application of this decision 
to the Pacific oceanic fishery investigations are not as yet clear, there is real 
fear that it might result in serious impairment of the vitally important work that 
is going on in this field. 

This point of view is set forth in the enclosed litter from Vernon EB. Brock, 
Drector of the Division of Fish and Game of the Board of Commissioners of 
Agriculture and Forestry of the Territory of Hawaii. 

Dr. Brock’s comment that the results of the investigation thus far offer 
promise of the development of an entirely new source of fish seems to me to 
deserve the most thoughtful consideration 

With kindest regards, I am 

Yours sincerely, 
J. R. Farrtneton, Delegate from Hateaii. 


TERRITORY OF HAWAII, 
SOARD OF COMMISSIONERS OF AGRICULTURE AND FORESTRY, 
Honolulu, May 8, 19538 


Hon. JOSEPH R. FARRINGTON, 
Delegate from Hawaii, 
Congress of the United States, 
House of Representatives, Washington, D. C. 
DEAR Str: My attention has been recently drawn to the reduction by the House 
Appropriations Committee of funds to be spent for fisheries research by 28 per 


cent. I am concerned since this cut will apply to the funds available for the 
operation of the Pacific oceanic fishery investigations. I would also question 
the wisdom of a cut of the nature of this one since it would result in the reduction 
of research activities without a corresponding reduction in the other activities of 
the Fish and Wildlife Service. A practice of reducing the fact-collecting facili 
ties solely as a measure of economy is a pernicious one, and while its effects may 
not be immediately felt, ultimately and inevitably the result of such a policy 
will be a less intelligent and less efficient handling of the problems of our fishery 
resources and in time therefore a wastage of funds. 

In short, if cuts are to be made, they should be balanced. If some of the brains 
must be removed, it would appear appropriate to sacrifice other portions of the 
organization in proper proportion as well. This argument is, of course, a general 
one and applies no more strongly to the work done by the Pacific oceanic fishery 
investigations than that done by other investigational projects of the Fish and 
Wildlife Service. 

The Pacific oceanic fishery investigations is, as you doubtless know, a unique 
research organization since it was established not in response to the conservation 
problems of a depleted fishery, but to discover and explore new fishery resources 
It has for that reason a greater probability of giving a return on a dollars-and- 
cents basis of larger magnitude than any other fishery investigation of which 
I am aware. Presently, we have indications that a major fishery resource has 
been discovered in the area south of Hawaii. There remains certain problems 
concerned with the commercial exploitation of this resource. 

If some of these problems are solved and if the economic situation in the 
American tuna fisheries permits, there exists a real opportunity for Hawaii 
to become a major tuna-processing center. I cannot properly appraise the eco 
nomic situation; however, the problems of exploiting the fishery resources to 
the south of us are likely to be solved, in part at least, providing the Pacific 
oceanic fishery investigations continues its program at about the current rate 
for another year or so. The program of this organization has been surprisingly 
successful thus far, and that program has supplied much of the necessary founda 
tion for commercial development. It would, indeed, be penny wise and dollar 
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foolish to cut it back just now when we are approaching the time when a return 
may be realized on the research investments made since the organization was 
established. I can see no sound arguments for a measure of economy which 
would carry a project through its major costs and then cripple it before any 
return can be obtained through the utilization of the project results. 

If it would be useful to you, I would be happy to evaluate various segments 
of the program of the Pacific oceanic fishery investigations in this regard, 
Certain of those segments are of fundamental importance to the tuna industry 
everywhere; others, of course, would be of greatest interest to the people of 
Hawaii. 

In investigating the effects of this cut with some of the staff at Pacific oceanic 
fishery investigation, it appears that the efficiency of the organization in con- 
ducting field work, which means largely vessel operations, would be reduced by 
50 percent even though the budgetary cut is only about 25 or 30 percent of the 
whole appropriation. 

Very truly yours, 
Vernon BE. Brock, 
Director, Division of Fish and Game. 


FISHERMEN AND ALLIED WorKeERS Division, I. L. W. U., Loca 3-33, 
San Pedro, Calif., May 19, 1953. 
Hon. Guy Corpon, 
Senate, Office Building, Washington, D. CO. 

Dear Sire: We strongly urge that you do all in your power to restore the orig- 
inal budget for the Fish and Wildlife Service. The fishing industry is in serious 
difficulty because of imyports and we need all of the facts, scientific data, and 
other help that Fish and Wildlife offers. 

Remember that commercial fishermen who are under extreme pressure to 
produce, have not time to experiment or study and this is where Fish and Wild- 
life have assisted and helped us through the years. 

Certainly, the budget has for years been on a skeleton basis and the com- 
mercial section of the Service has been not anywhere near the standards of other 
fishery countries. With this slash, the years of research, training of special sci- 
entists, and collection of data will be lost and the probability is that any new 
research in the future will have to start all over again at increased or added 
cost. 

Please give the utmost consideration to the facts as I am sure that this cur- 
tailment will be of very grave consequence to the commercial fishing industry. 

Respectfully yours, 
AntHony D. Soxoricn, Secretary. 


GAME AND FisH ComMMISSION, 
Austin, Tew., May 14, 1958. 
Hon. Guy Corpon, 
Chairman, Subcommittee on Interior Appropriations, 
Senate Office Building, Washington, D. O. 

Dear SENATOR Corpon: It has come to my attention that there are planned 
some reductions in the appropriations to the Department of the Interior which 
will affect research work done by the Fish and Wildlife Service. 

It is recognized that Gavernment expenditures should be reduced to a hard 
core of necessity and that, to accomplish this end, there may be many oppor- 
tunities to curtail or completely eliminate certain items of expense in the opera- 
tion of the Fish and Wildlife Service, as well as all other bureaus and depart- 
ments. 

In this connection, it is hoped that your Subcommittee on Interior Appropri- 
ations, and the Senate Appropriations Committee as a whole, will take notice 
of the difference in long-range research projects now in operation which are 
only partially completed, and if eliminated or curtailed, would nullify much 
of the investment already placed in them. Short-term research projects often 
may be stopped or curtailed without much or any loss. I refer particularly to 
a long-term research work on marine fisheries, commenced in the Gulf of Mexico 
only about 8 years ago, and in which considerable investment by the United 
States Government already has been made. This much-needed research work 
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was intended for extension over a period of approximately 10 years or more, 
and is fundamental to the proper management and utilization of the marine 
resources of the gulf. 

As an example of short-term research that could be eliminated or greatly 
curtailed is such work as river-basin studies, designed to calculate wildlife values 
eliminated by the creation of large impoundments. Enough of this has been 
done to give a firm background for estimating values lost or gained on future 
project development. Much saving could be had by conserving costs in this 
connection. 

Wildlife research personnel is found attached to several agencies other than 
the Fish and Wildlife Service. These could and should be eliminated completely, 
in the interest of economy and efficiency. 

You are urged to give earnest consideration to allowing the long-range research 
work of the Gulf of Mexico to be adequately financed, and make the savings from 
the short-term and less basic work projects. 

Sincerely yours, 
H. D. Dongen, 
Chairman, Gulf States Marine Fisheries Commission, 


AMERICAN TUNABOAT ASSOCIATION, 
San Diego, Calif., May 18, 1958. 
Hon. Guy Corpon, 
Chairman, Subcommittee on Appropriations, Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


My Dear Senator Corpon: I have just completed a trip to Ecuador as a 
member of a delegation concerned with fishery problems between the United 
States and Heuador in that particular area, Upon my return I had occasion 
to look over the budgetary situation as it concerns the Fish and Wildlife service, 
particularly that of the branch of commercial fisheries. I understand at the 
present your committee is engaged in reviewing this particular appropriation 
request and I shall appreciate your giving consideration to the viewpoints here 
expressed as the viewpoints of the majority of the tuna-fishing industry, repre- 
sented by this association. 

The budget cut in the aggregate averages 28 percent in this particular activity, 
and we feel that in some particulars of which we have knowledge the cut ac- 
tually goes beyond what would be economic. As an organization and as individ- 
ual owners of boats we are interested in economy in Government and, therefore, 
hesitate to address a communication to you which actually would lessen one 
or more of the proposed reductions. However, inasmuch as Government plays 
so prominent a part in business activity it is necessary that any division charged 
with handling our problems should be adequately and efficiently staffed. Our 
particular concern is with the reduction being made in the budget for the Eco- 
nomics and Cooperative Section of the Fish and Wildlife. We do not depend 
upon the Government to run our business. Nevertheless, we have had occasion 
in the recent past to make a number of calls upon the Fish and Wildlife Service, 
Commercial Fisheries Section, and particularly to the Economics and Marketing 
Section, with respect to problems which affect the numerous boatowners on the 
Pacific coast. For example, we have called upon them recently with respect 
to the manpower situation. There have been changes in the selective-service 
regulations and from time to time we have had some difficulty with respect to 
manning our vessels. It has been necessary for us to have some department 
of Government charged with the responsibility of fisheries look into this matter 
and make some determinations as to what is appropriate. The Fish and Wildlife 
Service has made a thorough study of these matters and has proved an assistance 
to this industry in those legitimate cases where assistance was necessary. We 
have hearings before the Federal Communications Commission coming up which 
are extremely important to the economic operation of our fleet. Again, before 
that Commission, it is extremely helpful to have some department of Govern- 
ment make an objective determination as to the importance of the particular 
fishery and the importance of the problem at hand. In this case the communi- 
cations problem is one which is very grave and we have submitted facts to the 
Fish and Wildlife Service, under their responsibility with the fisheries of the 
country, to make an independent determination as to whether or not our claims 
are justified. 
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Recently the Fish and Wildlife Service turned out a report which was re- 
quested by you and five other west-coast Senators with respect to the tuna indus- 
try. This took a great deal of work and, so far as we have been able to study it, 
represents an excellent piece of work by this Department. The work was spear- 
headed by the Economics and Marketing Section. It is our opinion that the 
difficulty found in trade problems and similar matters will make it necessary 
for additional reports and survey work to be done by this Department. 

We have extremely vexing trade problems, both with respect to imports and 
exports. We have problems with respect to fishery transportation rate cases. 
Even though these do not concern this association they have actively engaged the 
attention of many of the fishery distributors of this country and of the National 
Fisheries Institute. The Fish and Wildlife Service work in this field has been 
extremely valuable to the fishing industry of this country. 

There exist other matters. We have alluded to import-export. Actually, 
the trade agreements committee, which will have some preoccupation with fish 
in the future, as it has in the past, needs the assistance of competent experts in 
this field to make investigations and findings of facts. The Fish and Wildlife 
Service, and particularly the Economics and Cooperative Marketing Section of 
that Service, has such qualified persons, 

Therefore, we ask that a restoration be made of the cut in the budget for this 
particular section of the work—EKeonomics and Marketing Section—in addition 
to such other restorations as are considered appropriate by the committee. As 
you are aware, the fisheries of this country actually have grown in importance 
and are important economically to many sections of the country. The fisheries 
do not ask a department to represent them which in any sense is as large as 
the Department of Agriculture, but we feel that it is not too much to ask to 
be assured of some minimum standard of performance by the Government de- 
partment charged with the responsibility for commercial fisheries. 

We shall appreciate your cooperation in this matter. 

Yours very truly, 
Harotp F. Cary, 
General Manager. 


JACKSONVILLE, Fria., May 12, 1958 
Hon. Grorcre A, SMATHERS, 
Senate Office Building, Washington, D. C.: 


We urgently request that the Senate reinstate the amounts recommended by 
the President under the appropriation title of the Interior Department bill 
“Investigations of Resources.” While we favor strictest economy in Government, 
the fishing industry has always been a stepchild and has never been blessed with 
large appropriations and as matter of fact has never been given sufficient funds 
to carry on complete or efficient program. In view of this fact the appropriations 
should never be curtailed. We concur with the National Fisheries Institute in 
this matter and we will appreciate your cooperation and solicit your assistance 
in working with them and Charlie Jackson in supporting their views and program 
relative this bill. 

Regards, 
SOUTHEASTERN FISHERIES ASSOCIATION, INC. 
ANTHONY J. Roprpa, President. 


Orrice or TERRITORIES 
May 1, 1953. 
Senator Srytes BRIDGES, 
United States Senate, Washington, D. C. 

Dear SENATOR BripGEes: We are writing you this letter as women of the town of 
Seward, Alaska. 

We realize that all communities in Alaska, both large and small, play an 
important part in the forward growth and development of the Territory of Alaska, 
and that each community has its own individual interests and enterprises around 
which the town has been built, and from which the town should grow and develop. 
Seward is a seaport town, with a beautiful natural harbor which is ice-free the 
year around and can handle both large and small vessels. It is the terminus of 
the Alaska Railroad connecting interior Alaska with water transportation and 
is considered one of the finest ports on the Pacific coast. 
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The life of the town of Seward is naturally built around the docks and the rail 
road, and the people here derive their living principally from longshoring and 
railroading. Should we lose these two enterprises, our town would go backward 
instead of going ahead in step with the forward development of the Territory 
as a whole. 

Rehabilitation of the railroad on the south end, and the installation of new 
docks at Seward, Alaska, is of paramount importance to the development of 
Alaska. Any assistance given us in this direction would most certainly be ap 
preciated by all the citizens of Seward and the vicinity. With new dock installa 
tions and railroad improvements, the freight handling would become less expen 
sive and move faster through the port of Seward. 

Won’t you let us have your cooperation ¢nd assistance in getting these much 
needed appropriations for the rehabilitation of the docks and the southern end 
of the railroad here at Seward? 

Your consideration of our problem will be greatly appreciated 

Yours very truly. 
SEWARD BUSINESS AND PROFESSIONAL WOMEN’S CLUB, 
EVELYN BLatr, Secretary. 


Senator Corpvon. The committee will stand in recess until 10 a. m., 
Tuesday, May 19. 

(Whereupon, at 5 p. m., Friday, May 15, 1953, the subcommittee was 
recessed, to reconvene at 10 a. m., Tuesday, May 19, 1953.) 
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TUESDAY, MAY 19, 1953 


Unirep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met at 10 a. m., pursuant to recess, in room 
F-82, the Capitol, Hon. Guy Cordon (chairman of the subcommittee) 
presiding. 
Present : Senators Cordon, Mundt, Dworshak, and Ellender. 


DEPARTMENT OF THE INTERIOR 
TerriToRY OF ALASKA 


STATEMENT OF HON. E. L. BARTLETT, A DELEGATE IN CONGRESS 
FROM THE TERRITORY OF ALASKA 


POWER PROJECT AT EKLUTNA 


Senator Dworsiak (temporarily presiding). The committee will 
come to order. 

Senator Cordon is detained because he is presiding at an important 
meeting of the Interior and Insular Affairs Committee, and will be 
here later. 

We will be glad to hear from you, Delegate Bartlett. 

Delegate Barrierr. Thank you, Mr. Chairman. 

I have, as always, several items to which I desire to make reference 
because the importance of the Interior Department appropriations 
in the development of Alaska cannot be overemphasized. First, I 
should like to refer to the Bureau of Reclamation and urge the com- 
mittee to appropriate the sum requested by the administration of 
$12,778,000 for continuation of work on that very important power 
project in the Matanuska Valley at Eklutna, the first large hydro- 
project started in the Territory. 

Now I understand that there would have to be a proviso sur- 
rounding any such appropriation because the legislative committees 
have not as yet passed a bill to authorize an increased appropriation 
for the project, and if this sum were made available with that pro- 
viso there would be no halt if the legislative authority were granted. 


INCREASE IN BUREAU OF RECLAMATION FUNDS 


Secondly, Mr. Chairman, I should like to urge an increase in the 
amount of money made available for investigation work in the Terri- 
tory by the Bureau of Reclamation. The money for Alaska is carried 
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in the general appropriation. The House committee was good enough 
to insert an amendment on the floor providing vie not less than 
$100,000 should go to Alaska for the next fiscal year, but it ““ been 
calculated that we need a minimum of $350,000, deve ‘ularly because 
the big plan for the Sitka project should be carried forward without 
delay with respect to planning. 


ROAD PROGRAM 


Now, Mr. Chairman, next I would like to turn to roads. Because 
of the interest of this committee and the corresponding committee 
in the House and the appropriations made by those committees we 
have had a real road program under way in the postwar period in 
Alaska. The so-called Truman budget for fiscal 1954 provided for 
$18 million plus for the Alaska roads construction item. The revised 
budget cut that to something over $14 million. The House committee 
recommended a flat $10 million, and the House acquiesced in that 
recommendation. 

Now there were some very special circumstances which led to that 
action on the part of the House committee. Let me relate those cir 
cumstances by calling your attention to language found on page 26 
of the House report, and I quote from wnder the subheading “Con 
struction of roads, Alaska,” as follows: 

Just prior to marking up the bill it was brought to the committee's attention 
that the Alaskan Legislature had adjourned its recent session without adoptin 
proposed legislation which would increase revenues for the Territory for 
purpose of carrying their fair share of the road program. In view of this fact 
the committee sees no reason for continuing the construction program with Fed 
eral funds at the level of recent years. 


y 
( 


t} 


It is my recollection that a warning along those general lines had 
been sounded to the legislature in the past. I want to call your atten 
tion, Mr. Chairman and members of the committee, to statements 
which have been made by the Juneau Chamber of Commerce and I 
am quoting now from a newspaper article taken from the Daily Alaska 
Empire of May 1, 1953, in which Mr. Curtis Shattuck, a member of 
the chamber of commerce in the Territorial capital, said: 


TAXES 


Criticism of a particular item of taxation in the Territory's broad taxation 
program without relating the particular tax in question to the overall picture 
and tax load in Alaska is grossly unfair to the Territor) 

Mr. Shattuck goes ahead to make the point that on a per-capita 
basis Alaskans are the highest-taxed people in the Nation; that it 
is not exactly fair to say that Alaskans are undertaxed because the 
gas tax isa little lower there than it is somewhere else but that instead 
the committee should look at the broad overall picture, and I subseribe 
to that, and I hope the committee will do that. 

Now if the $10 million item prevails, there would be a complete 
stoppage of work on an important highway which has begun out of 
Cordova which is intended to lead out of that important seaport com- 
munity in Prince William Sound to make a connection with the Rich- 
ardson Highway, 131 miles distant. You had before you there the 
other night Mr. John LeFevre, of Cordova, who told you of the need 
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for that highway, and I am not going to repeat what he said, but I 
do endorse to his presentation. We need at least $2,400,000 in this 
bill to make possible an orderly continuation of the construction on 
that highway. I suggest, Mr. Chairman, that overall we need at a 
very minimum the amount recommended by the Department of the 
Interior, namely, $14 million plus. Actually in carrying forward the 
kind of program that would bring about an integr ated road system 
we should have had in my view more than the Truman budget called 


for. 

Now without taking up your time explaininy why, I would like to 
submit a statement that I have right here, the sense of which is that 
the Cordova road under the Truman budget, even, was the only major 
construction program lying ahead, and without that in there we are 
just going to be eng raged in winding up that which has been started. 

Senator DworsHax. You may insert that statement. 

(The statement referred to follows :) 


Action of the Bureau of the Budget in reducing the appropriation estimates 
of the Alaska Road Commission for construction of roads in Alaska has far 
more serious implications for the future of a sound and effective read-construction 
program than would appear on the surface—a reduction of $5,186,000 from a 
total of $19,386,000 for continuing construction of authorized projects and initia- 
tion of new projects to $14,200,000. The vital consideration is that the cut is 
so made that it would appear that it is intended to bring the whole program 
for construction of an integrated highway system to an abrupt halt or to reduce 
it to a disastrously inadequate level. Only two new project authorizations are 
included for a total amount of $950,000 out of requests submitted for $3,200,000 
for initiation of 5 new projects. The two allowed are for projects of minor 
significance in terms of the development of the basic road system, although 
highly desirable aspects in terms of local needs. Even more disastrous is the 
complete elimination of funds requested for continuation of the Cordova-Rich 
ardson Highway project which was authorized by Congress 2 years ago and for 
which a total of $650,000 has been appropriated to date. This action is tanta 
mount to abandonment of the only significant new major highway link to be 
authorized in the last 5 years in such a way that the groundwork laid and 
expenditures so far made will be largely wastec. This is the major project 
on which the continuing program of the Commission is based, and its elimination 
together with the denial of any other substantial project starts, will bring the 
authorized program of road construction to an almost complete termination in 
the 1955 fiscal year. As desirable as the two newly authorized small projects 
are, they certainly should not be initiated at the cost of abandoning a project 
presently under construction, which is of infinitely greater importance in the 
development of the general highway system. 

Because $13,250,000 of the total of $14,200,000 allowed is to be made ner : 
for continuation of projects which have been authorized and under construc n 
for from 5 to 7 years and which therefore would be entirely completed in ‘the 
1954 and 1955 fiscal years, there is in effect no provision made for carryi! 
forward a sound long-range program for extension of the basic highway syster 
In fact, if the elimination of the Cordova-Richardson Highway project is sus 
tained and only the two minor new starts allowed, the authorized program for 
road construction in Alaska will be completed even though the level of appro 
priations is further reduced to $10 million in fiseal year 1955. The action taken 
by the Bureau of the Budget thus appears to contemplate the rapid completion 
of the presently authorized program with no attention being given to providing 
for a continuing road program on a sound level. Such an approach invites great 
fluctuations in the volume of the overall program and will present the Alaska 
Road Commission with serious management, engineering, and administrative 
problems in meeting the situation. It is neither efficient nor economical to 
program major road construction projects in such a way that it is necessary to 
initiate important new construction projects en masse every 6 or 7 years. The 
average level of funds obligated or available for new construction and for 
construction in progress since 1949 has been approximately $19 million per 
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year. This is a very satisfactory level of appropriations for this vital program 
However, it is most disconcerting to see that the apparent intention is to cut 
back to a level of only about 50 percent of that amount. Alaska is an area almost 
without roads. The progress made in the last 10 years toward building an 
integrated basic system of roads has been most heartening and is, without doubt, 
the most important single activity of the Federal Government, leading to the 
long-range development of the area and its resources. 


Delegate Bartierr. Thank you, Mr. Chairman. 


REDUCTION IN ROAD MAINTENANCE 


The maintenance item for highways in Alaska was cut from $3,- 
400,000 to $3 million by the House, the budget item having been the 
higher figure. I earnestly urge the committee to restore the $400,000, 
particularly so there will be no doubt whatsoever about maintenance 
throughout the winter months of Thompson Pass leading from Valdez. 
That work has been carried forward for several years now and has 
been very profitable to all concerned, including the Federal Govern- 
ment which has realized, as we presented to the committee last year, 
tax revenues annually in excess of the amount used for that acivity. 

Now I very much dislike to disagree with my friend, Mr. Knowles 
and Mr. Carter of the Associated General Contractors, about force 
account work, but I am obliged to. Mr. Knowles testified before the 
House committee that the limit on the force account work on the 
Alaska Road Commission ought to be reduced and that was done. 

The bill provided that not to exceed 15 percent shall be made avail- 
able for force-account work. Now as a matter of generality I think 
this work should be done by contract, and I believe that it has been to 
about the maximum extent available. But Mr. Ghiglione, the efficient 
commissioner of roads for Alaska, has submitted to me and submitted 
to Mr. Knowles, and I take it to the Department of the Interior, that 
the circumstances under which the ARC operates are unique and 
singular and there are many small places where it would be difficult 
to induce contractors to come in. Mr. Knowles I know disagrees 
with me on that, and I hope he will be given his opportunity to make 
his presentation on the other side before the committee. 

I believe that the Interior Department intends to make a more fac- 
tual presentation on this matter, Mr. Chairman, so I will not go into 
it further, but I honestly believe that the 15 percent limitation is too 
low. Hitherto it has been 25 percent, and it seems to me giving the 
contractors 75 percent of the work is an equitable arrangement. 


REHABILITATION OF ALASKAN RAILROAD 


The item of $13,592.000 for rehabilitation of the Alaskan Railroad 
between Seward and Portage and construction of docks at Seward 
was stricken under the revised budget. We all recall that the Interior 
Department years ago informed this committee and the like commit- 
tee in the House that if funds were appropriated for a highway 
between Seward and Anchorage they, the Interior Department, would 
not come before the Congress again and ask for money to complete this 
rehabilitation job on the Alaskan Railroad in reference to the south- 
ern section. 

That decision was altered when the military went to the Interior 
Department and told them that work was essential because they—the 
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military—needed two ports with railroad connections. Last year that 
item was contained in the budget, and the argument for it was made 
by General Kepner, Lieutenant General Kepner, then commanding 
general of the Alaskan Command and by Karl Bendentsen, then 
Under Secretary of the Army. 

They told this committee and the House committee, too, that that 
construction was a matter of military necessity. ‘The money was not 
allowed. It was requested again prior to January 20, and thereafter 
eliminated. 

I should like to inform this committee that I am in receipt of word 
from the Department of the Army that their views regarding the ad- 
visability and even necessity from a military standpoint of this project 
remain unchanged, and I do hope that an opportunity will be given 
the Department of the Army to make its opinion known on that 
subject. 

PORT IMPROVEMENTS AT SEWARD 


As I recall, General Kepner said that if Seward were not made into 
a first-class port, if the southern section of the Alaska Railroad were 
not reconstructed, he could not guarantee the delivery of needed cargo 
at Anchorage and Fairbanks, in the event of war. He regarded it as 
an essential. 

Senator ELLENDEeR. What else would we have to do at Seward ! 

Delegate Bartiterr. Docks, on the order of $4 million plus recon- 
struction on the order of $9 million plus for a total of $13,592,000. 

Senator Ertenver. That is for the railroad and the docks? 

Delegate Bartierr. That is for the docks and the railroad, the whole 
thing. 


I want to say here that the Department of the Interior lived up to 
its agreement with the committee. It acted as the agent for the De- 
partment of the Army, but the withdrawal of this sum from the budget 
was an act not of the Army but of the Interior Department. I am 
alarmed by that because this is a military matter primarily, and I 
think the military should be allowed to make their views known. 


PRESENT CONDITION OF RAILROAD 


Senator E.ttenver. To what extent can the railroad that is there 
now be used ? 

Delegate Barrierr. It is highly unsatisfactory now. The track, 
roadbed, are in terrible shape. I think the committee was told the 
other night when Mayor Painter, of Seward, Mr. Biie, of Seward, Mr. 
Baker, of Seward, testified that there is a speed limit over a consider- 
able section of that track of 10 miles per hour. 

Senator ELtenper. How does that compare with the other part of 
the railroad from Fairbanks down ? 

Delegate Bartierr. The comparison is highly disadvantageous to 
the southern section. The other part has been completely fixed up, and 
that is due to the appropriations made by this committee and it is in 
first-class shape, I am told. 

Senator Ertenver. Who advanced the idea of using a road there in- 
stead of the railroad, Interior? 

Delegate Bartierr. Well, years ago Interior said, “We are going 
to cut off Seward entirely.” 
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Senator Exxenver. Is that the reason why the whole railroad was 
not completed; that is, from Seward on north? 

Delegate Barrierr. I think so, because the Interior Department 
finally came to the conclusion that they ought to have a highway, but 
there was an injunction that they could not ask for railroad mone y, 
and that is why the Army made the presentation. 

Senator Exttenper. Should the port at Seward be properly devel 
oped, do vou think it would be necessary to create another one as is 
proposed by the Army ? 

Delegate Bariett. I would not think so, I should think Whittier, 
which is maintained exclusively for the military, and Seward, would 
adequately do the job for any possible future which we could foresee. 
That has been the difficulty, of course. Whittier has been developed 
at very large cost, but the Army says, “This is for us alone.” 

Senator Ex.enper. That is nothing unusual. 

Delegate Bartierr. But the Army also says that even if that is 
the case and an emergency should occur, Seward would be required 
for use for additional military cargo plus civilian requirements. 


ALASKA PUBLIC WORKS 


The request in the first budget for that was $15 million. The request 
in the revised budget was $10 million. The committee in the House 
and the House itself I am glad to say allowed $14 million plus, and 
$675,000 was cut from the original Truman budget and those cuts were 
to be applied for administrative expenses and for advance planning. 

I think those cuts went a little deep because with $14 million for 
projects more would be required for administration and more should 
be had for advance planning. 

In that connection, Mr. Chairman, I should like to submit a let- 
ter received by me from Mr. W. H. Barton, city manager of Ketchikan 
as to their need of projects. 

Senator Dworsuak. Without objection, it may go in the record, 

(The letter referred to follows :) 

Criry oF KETCHIKAN, 
OFFICE OF CITy MANAGER, 
Ketchikan, Alaska, April 21, 19538 
Hon. E. L. BARTLETT, 
Delenate from Alaska, 
New House Office Building, 
Washington, D. C. 

Dear Mr. Bartiterr: We are much perturbed by the threat that the Alaska 
public works appropriations will suffer a considerable reduction when the mat- 
ter comes up for consideration by Congress. 

Should this be done it would seriously threaten our program to provide the 
necessary roads, and other facilities to accommodate our rapidly increasing 
population, due to new industries being established here such as the $45 million 
pulp mill, now under construction. 

Our priority project is the waterfront arterial, this is a must, if we are to 
meet the requirements of industrial developments that are coming to the Ketchi 
kan area. 

In this classification we must also consider housing, this is now critical and 
will become worse as time goes on. In order to meet this situation a develop- 
ment of 890 units has been planned for the Lloyd addition, which is outside and 
immediately adjacent to the city limits. An application has been submitted by 
the builders to the Alaska Housing Authority for the development of streets and 
utilities. The Alaska Housing Authority has in turn submitted an application 
to Alaska Public Works for the construction of this project, which must go 
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forward this year in order to meet housing requirements for personnel of the new 
pulp mill. 

Final plans have been completed for this project and the builder is waiting to 
go ahead as soon as the Alaska Public Works has the funds available for the 
construction of streets and utilities. After completion this area would be taken 
into the city limits. 

The city of Ketchikan has been exerting every effort to do its part to meet the 
mpact of the industrial expansion in this area. The people have voted for and 
we are now collecting a 2 percent retail sales tax. In addition they have voted 
for a $4 million bond issue to supplement the sales tax to be used if necessary t 
meet their obligation. 

The future of the Lloyd addition is dependent on the funds allocated to the 
Alaska Public Works. We must have the additional housing it will provide 

f we are to do our part in supporting new industries, which we hope to bring 
to this area. 

I am enclosing a map of the Lloyd addition showing the proposed develop 
ment 

With kindest personal regards I remain 


Sincerely yours, 
W. H. Barton, City Manager 








RESTORATION OF PLANNING FUNDS REQUESTED 

Delegate BartLetr. I earnestly hope that this committee will vo 
along with the House in allowing not only the $14 million plus for con- 
structions but in restoring some of the administration and advance 
planning money. These communities which would benefit from the 
$14 million appropriation have held their elections, they have been 
screened by the House committee as I understand it, and they are ready 
togo. This program has been very, very worth while. 

I would like to submit to you for your inspection only the front 
page of the Anchorage Daily News of May 12 in which reference is 
made to the proposed Cordova Road and pictures of some bridge 
structures are shown there, particularly one. You see these bridges 
were built by the Copper River Railroad when the Kennecot copper 
mine was opened. They can be utilized in building this highw: ay. 
But some of the approac ‘hes to the bridges are starting to go, and that 
is another reason why we believe that work should not be stopped. 










AND WILDLIFE SERVICE 





FISH 





I would like to refer, Mr. Chairman, to the cut in the Alaska appro 
priation for the Fish and Wildlife Service of $225,000 from the general 
appropriation for the fishery management. It is our belief that this 
reduction was made by the House committee on account of a misun 
derstanding. Heretofore the Congress has allowed the Fish and Wild 
life Service to retain I believe up to 25 percent of the receipts from 
the Pribilof Seal Fisheries and take that money for administration and 
enforcement purposes. I take it it was the belief of the House com 
mittee that they had a reserve of about a quarter of a million dollars 
there, and therefore this cut. But I am told and I understand that 
the Fish and Wildlife Service has presented this matter to Senator 
Cordon by way of a letter; that the submission is made this is an 
error, that actually $106,000 of that reserve fund had on April 8 been 
allotted for temporary seasonal stream watchmen and patrol guards 
and the balance of the money had been earmarked for other activities. 
In concluding, Mr. Chairman, I want to say for everyone in Alaska 
that we are sincerely grateful for the help that you have given us in 
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these last years in respect to these essential projects which mean so 
much for our development activities, and I trust that you will see fit 
to give us now at the very minimum the amounts the budget has 
requested with the exception of public works, and there we hope you 
will go along with the House and give more. Thank you. 

Senator DworsHax. Thank you very much. 

Delegate Barrierr. I am grateful for this opportunity to appear 
before you and present the case for Alaska’s needs. 
Senator Dworsuak. I understand that Congressman Moss is here. 


CENTRAL VALLEY Progecr, CALIFORNIA 


STATEMENT OF HON. JOHN E. MOSS, JR., A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


PREPARED STATEMENT 


Representative Moss. Mr. Chairman, I have a prepared statement. 
Senator Dworsnak. Why not just file that and give us a few high 
lights ¢ 
Representative Moss. All right, I will dothat. 
Senator DworsHak. It will be included in the record. 
(The statement referred to follows :) 


Mr. Chairman, I am John BE. Moss, Jr., Member of the House of Representatives 
from the Third Congressional District of California. I am here to support appro- 
priations for the Central Valley project in California which are economically 
sound and urgently needed for a project fully authorized by previous acts of 
Congress. Above all, adequate appropriations for the Central Valley project 


are completely sound when judged by good-business practices, either public or 
private. 


Issues I wish to discuss are: 

1. A $6 million appropriation to continue work on the powerplant at Folsom 
Dam. 

2. A $220,119 appropriation to purchase meters to regulate Central Valley 
project power delivered to preference customers. 

3. A $656,686 appropriation to continue construction of a transmission line 
connecting the powerplant at Folsom Dam to the rest of the Central Valley 
project power grid. 

Because it was injected into hearings on these appropriations before the House 
of Representatives, I also wish to discuss a contract between the Bureau of 
Reclamation and the Sacramento Municipal Utility District to deliver Centra) 
Valley project power to the district 

Taking up the first point, the reason given for opposition to the $6 million 
needed to continue work on the powerplant at Folsom Dam the coming fiscal 
year is that an unexpected delay in work on the dam itself will cause a similar 
delay in work on the power facilities. Latest reports from the Army engineers 
supervising construction of Folsom Dam indicate, however, the delay in con- 
struction will not be the year originally anticipated. It is certain, according to 
representatives of the Bureau of Reclamation which is supervising construction 
of the powerplant at the dam, that there will not be a year’s delay in work on 
the powerplant. The dam need not be completed to final height to permit the 
generation of power. Even if construction of the dam itself is delayed for 
some time, the power facilities should be installed and ready to take advantage 
of the first water stored. Thus, if the full appropriation is not granted this 
year for work on the power facilities, there may well be a delay in the production 
of power. In addition to preventing full use of Folsom Dam, a reduced appropri- 
ation causing delay in the powerplant construction schedule may cause unneces- 
sary expenses. If construction is delayed because of insufficient appropria- 
tions, the contractors handling the job will claim, and most likely get, money 
for damages. While it appears a $6 million reduction in the appropriation for 
work on the Folsom Dam power facilities is economy, in reality it may be wasting 
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money by delaying the date the first power will be available and by giving cause 
for damage claims. 

Another appropriation reduction suggested in the guise of economy is the 
$220,119 for equipment to meter Central Valley power project delivered to 
preference customers. This appropriation has been opposed on the suggestion 
that the metering equipment be rented from the Pacific Gas & Electric Co., 
earrying out the theory that private utility companies should, wherever possible, 
participate in Federal projects for the most efficient and beneficial development 
of the Nation’s resources. Renting metering facilities for the Central Valley 
project would not add to the benefits the Nation will derive from the project, nor 
would renting the facilities be efficient. 

The Bureau of Reclamation estimates it would cost the Government $40,000 
a year to rent metering facilities from the P. G. & EF. This cost is based on the 
present agreement between the company and the Government for rental of meter- 
ing equipment. It is certain additional metering equipment must be provided 
to check the power to be delivered to the major customer for Central Valley 
project power, the Sacramento Municipal Utility District. Even those persons 
who oppose the purchase of metering facilities agree there must be metering by 
the Reclamation Bureau. The only alternative would be to rent the metering 
equipment from the P. G. & E. for $40,000 a year. In less than 6 years this 
rental charge would amount to the total cost of the metering equipment. In 
other words, by appropriating $220,119 now to buy metering equipment instead 
of paying $40,000 a vear rental for the equipment, the Congress can pay off the 
entire capital cost in 6 years. Sound, efficient business practices dictate the 
appropriation of the money to purchase metering facilities for the Central Val- 
ley project instead of tying the project down to a never-ending payment to a 
private utility company of $40,000 a year. 

The third point IT wish to discuss is the move to delay—or possibly end com- 
pletely—the construction of the transmission line to take hydroelectric power 
produced at Folsom Dam to the Elverta switchyard, a distance of about 20 
miles, where it can be integrated with the rest of the power produced by Central 
Valley project installations. Connected with this is the suggestion that the line 
should be owned by the Pacific Gas & Electric Co. 

The basis for arguments against appropriating the $656,686 needed to continue 
work on the transmission line hetween Folsom and Elverta is the same as the basis 
for arguing that the money to continue work on the Folsom Dam powerplant 
can be cut $6 million. The argument is that the estimated delay in construction 
of the dam itself will advance the date both the powerplant and the transmission 
line will be put into use. This argument, as I said earlier, does not apply to 
the powerplant, and it is even more invalid when used to suggest a reduced 
appropriation for construction of the transmission line. 

The initial power from Folsom Dam will not, according to the latest estimates, 
be a vear late in production. If power is produced, but no transmission line is in 
to carry the power to the point of use, then that power will be wasted and part 
of the tax money invested in the Central Valley project will be wasted. The 
transmission line is an important part of the Folsom Dam power project, for 
power produced at the dam is to be fed into the basic Central Valley project 
power grid to make the entire project an operating unit. It will be used, for 
example, to balance the power produced at Shasta Dam to the north so that 
an unexpected call for hydroelectric power at one point in the system can be 
answered by providing power from either Shasta Dam or Folsom Dam. This 
is the economical, businesslike way of operating the project. This is the reason 
the Congress authorized the Folsom to Elverta transmission line after extensive 
public hearings. 

If work on the line is delaved for a year because of no appropriation, there 
will be additional unnecessary expenses. Footings for the transmission line 
towers already have been constructed: steel for the towers is being fabricated 
and some of the towers are being raised. Contracts for all of the work on the 
line except for stringing the wire have been let. In this instance, certainly, 
if the Government abridges its contracts for construction of the line, there will 
large damage claims by the contractors. This is not a businesslike, economical 
practice, Even worse, it would be an almost criminal waste of public funds. 

TI am sure those who have suggested deletion of the money for the transmis- 
sion line did not intend to waste money. Their intent was indicated in testi- 
mony on the House side when it was suggested the transmission line might be 
turned over to the Pacific Gac & Electric Co. This would be paper economizing 
of the worst sort. The most immediate effect would be to require the payment 
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of $400,000-a year to the private utility to get power produced by a public projec 

directly to the customers who have the right by law to purchase that power 
Under the wheeling contract between the Pacific Gas & Electric Co. and the 
Government, power sold to public agencies is to be transmitted to those public 
agencies over P. G. & E. lines at a charge of 1 mill per kilowatt-hour. The 
Government has a contract to sell Central Valley project power to the Sacramento 
Municipal Utility District for the same price it now sells that power to the 
Pr. G. & EF. Plans are being made to construct a small connecting line and sub 
stations to get that Government power directly to the public utility district 
But it will never be possible to get the public power directly to the public district 
without paying P. G. & E. 1 mill for every kilowatt-hour delivered if P. G. & BE 
owns the line connecting Folsom Dam and the rest of the Central Valley project 
grid. That 1 mill payment would total about $400,000 a year Compare S400 

000 to the $1,880,000 total cost of the transmission line which is already half 
finished, and compare $400,000 a vear to the $656,000 needed to complete the line 

There also is an excellent possibility that without Government construction 
of the transmission line, wheeling of CVP power by the P. G. & FE. may be im 
possible. The wheeling contract has some 7 years to run and it calls for delivery 
of CVP power to the Tracy switchyard. Without Government ownership of the 
Folsom transmission line, the Government cannot assure delivery of the power 
to Tracy as required in the contract. The Government’s inability to carry out 
its part of the contract may well make it impossible to enforce the contract in 
any court test. Since the Government would not be living up to its bargain, 
there would be no requirement for P. G. & E. to live up to its part of the contract 
The practical effect of this would be to put the people of California and of the 
Nation, who have built the CVP with their tax dollars, at the merey of a private 
utility. 

It has been said that the private utilitv—-the Pacific Gas & Electric Co would 
do nothing to impair the Central Valleys project because the company is actually 
composed of a group of small stockholders whose welfare is tied up with the 
welfare of all of California. The company, however, is not in business just to 
promote the welfare of California or of the Nation. It is a business, and by 
definition the object of a business is profit for its stockholders. If we are 
considering the broad base of stockholders who make up the P. G. & B., it would 
be well to consider the even broader base of stockholders who make up the major 
utility in the Folsom Dam area. It is the Sacramento Municipal Utility District, 
not the P. G. & F., which is the major customer for power developed as part of 
the Central Valleys project. The public utility district is made up of some 300.- 
000 stockholders who banded together in the spirit of private enterprise. They 
get regular dividends in the form of lower utility rates. There should be no dis- 
crimination against the Sacramento Municipal Utility District stockholders—the 
300,000 electricity users in the county of Sacramento—because their profit comes 
from lower light bills instead of from coupon clipping. The reason for the de 
velopment of multipurpose projects such as the CVP is to spread the benefits to 
as many people as possible. and distribution of power produced as part of a 
reclamation project by public agencies accomplishes this goal. More people bene- 
fit by lower electric rates and more land is reclaimed, for cheaper electric power 
can be used to pump underground irrigation water needed for the crops of 
California’s Central Valleys. 

This brings me to the final point I wish to discuss—the recent attacks on the 
contract between the public utility district and the Government to deliver CVP 
power at the same price this power is being delivered to the P. G. & FE. The an- 
nounced basis for these attacks is that the 40-vear contract will not provide 
enough power revenue to pay off the cost of the Central Valleys project. In 
addition, representatives of the P. G. & FE. have suggested that the Federal 
Treasury can benefit by the Government selling all power produced by Central 
Valleys project hydroelectric plants to the P. G. & FE. instead of selling part of that 
power, as provided by law. to public districts. In the first place. the project was 
not authorized and is not beins built to put a profit in the Federal Treasury. It 
was not set up to provide power for the P. G. & FE. to sell to its customers at 
whatever rate the traffic will bear. The private company—a company in business 
for its owen profit—has su¢gested vear after vear before committees of Congress 
that CVP power should be sold to P. G. & BE. at the dams where the power is 
produced. Instead, the committees have approved partial distribution of the 
CVP nower by public agencies. and the committees have followed the law which 
permits such public agencies to get power for the same cost as the private 
company. 
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Now a public agency has negotiated a firm contract to purchase the powe! 
developed as part of an irrigation, reclamation, and navigation project with 
public money. Under the contract for sale of CVI’ power to the Sacramento 
Municipal Utility District, the power development costs and part of the irriga 
tion costs will not only be paid, but under even the most unfavorable circum 
stances a surplus of more than $47 million will be left for the Federal Treasury. 
This will be accomplished without using the interest money to pay off the irri 
gation subsidy. That 3 percent interest fund will go to the Federal Treasury 
along with the surplus which will be developed during the 50-year repayraent 
period. Not only will the revenue to be provided under the contract with the 
Sacramento Municipal Utility District pay for the power part of the Central 
Valleys project, pay for part of the irrigation costs, and put interest funds and 
a large surplus in the Treasury, but the revenue will also pay for replacement 
of equipment. Thus, at the end of the 50-year period the project will have 
accomplished the reclamation and navigation purposes for which it was de 
signed; it will have provided the hydroelectric energy necessary to the economic 
life of the west coast; it will have made possible the attainment of the goals 
its planners dreamed, and a completely operating and paid off project will be 
left for our children and grandchildren Does this sound like the economic 
failure predicted by those who oppose the contract to deliver CVP power to 
the Sacramento Municipal Utility District? 

The repayment figures I have given you are based on studies of the Central 
Valleys project completed just last week by the Bureau of Reclamation. The 
studies call for the purchase from the P. G. & E. of power to firm the Central 
Valleys project hydroelectric supply. If the Federal Government builds, in 
addition to present facilities, a short line connecting the Sacramento Municipal 
Utility District directly to the Central Valleys project system, the total invest 
ment in the commercial electric plant will be some $135 million and the income 
from sale of the power will put a $117,336.S74 surplus in the Treasury If the 
short connecting line is not built, and the Government pays P. G. & E. to wheel 
the power to the municipal district, the Federal investment will be nearly $130 
million and the Treasury surplus will be $47,382,000. This does not sound like 
the failure to pay out that the wailers of woe have warned would happen if a 
publie utility district bought Central Valleys project power for the same price 
it is sold to a private company father, it sounds as though the dreams of 
those who envisioned the Central Valleys project have been realized with money 
in the bank. 


REQUEST FOR ADDITIONAL APPROPRIATION 


Representative Moss. I would like to deal, then, very briefly with 
the four main points; first, the request for an additional $6 million 
appropriation to continue work on Folsom powerplant. This money 


was originally deleted on the assumption that certain defects in the 
assumption that certain defects in the foundation structure of the 
dam would necessitate a year’s delay. 

The latest information I had would indicate that the delay will 
probably be closer to a 3- or 4-month period. In delaying the appro 
priation of this money it is going to require a general slowdown pro 
gram on the project, which could well bring claims against the Goy 
ernment from the contractors presently engaged in work on the dam. 

L would like to call to the chairman’s attention the fact that a slow 
down on a project of this type in no way affects an economy from 
any angle you approach the question; it is quite essential that the 
work be completed if we are to have an operating project. It is my 
opinion that under a private operation the work would have been 
carried forward as it should be in this instance. 

It is not necessary to have a completed dam before you start gen 
erating power if the facilities for the generation of power are com 
pleted. The question is dealt with more extensively in my written 
statement, I might say. 
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METERING OF CENTRAL VALLEY POWER 


The other point that I would like to discuss briefly is the $220,000 
item for meters for the metering of Central Valley power for prefer 
ence customers. Again it is my opinion that no economy results from 
the deletion of these funds. If the Bureau does rot have the meter 
ing facilities, it will be necessary to rent them. The rental is esti 
mated at some $40,000 a year, and that would permit amortization 
of total capital investment by the Government in a period of 6 or 
7 years including all necessary interest charges. It is highly desir 
able that the Bureau have these metering facilities to service again 
the preference customers it is required by law to deal with. 


FOLSOM POWERHOUSE 


The third and the most important point was the deletion of a $656, 
000 item. This is recommended in the President’s budget and is sup 
ported by the Bureau and the Department of the Interior to provide 
for the continuation of work on the transmission line from Folsom 
powerhouse to the El Dorado switchyard. This transmission line is 
to integrate Folsom power with the Central Valley project power 
grid system. It is absolutely essential for an efficiently operated 
project, it permits the Bureau to fulfill its wheeling contracts with 
the Pacific Gas & Electric Co. because under that contract, the only 
contract in existence, the Bureau is required to deliver the power to 
the Pacific Gas & Electric Co. at the Tracy switchyard. 

Senator ELtenpeR. Did the House delete that item? 

Representative Moss; ‘The House deleted that item. 

Senator Extitenper. Why? 

Representative Moss. The first reason being that the delay thought 
to be necessary as a result 

Senator Ettenver. In other words, they postponed it? 

Representative Moss. They postponed it. In postponing this there 
are contracts already let. You will be definitely faced with the need 
for renegotiation with the contractors and for the payment of dam- 
ages, I am quite certain. 

Senator DworsHax. When will power be available at Folsom? 

Representative Moss. It should be available about the middle of 
1954, I believe. No; it is the spring of 1955. 

On the transmission line under discussion it is probably completed 
to about 60 percent. The footings are in, the contracts for the towers 
have been let, some of the erection of towers is in process. There is 
no saving in deleting this item or not allowing it for the project. 

Senator ELtenper. How was it started? Was money appropriated 
last year for this? 

Representative Moss. The money was appropriated. The line was 
a subject of lengthy hearings, I believe, in both Houses of Congress, 
and I think the case for the line was strongly made and fully justi- 
fied. 

Senator Ettenver. Well, the main reason why the House deleted 
it is because they thought it could be done later. That is an effort 
to try and balance the budget, I guess, is it not? 

Representative Moss. I would assume that that was brought into it. 
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BUREAU CONTRACT WITH SACRAMENTO MUNICIPAL UTILITY DISTRICT 


The fourth item, Mr. Chairman, that I would like to deal with 
again is handled more extensively in my statement, and it is the ques 
tion of the contract between the Bureau and the Sacramento Munici- 
pal Utility District, a contract which, under studies just completed 
within the last week by the Department of the Interior, is clearly 
shown and proven not to impair in any way the feasibility of the 
project, in fact, under the most unfavorable conditions where a maxi- 
mum for wheeling and for servicing of the contract over its life it 
would accumulate some $47 million in surplus, and the interest com- 
ponent would revert to the Treasury. It is a contract which was en 
tered into after extensive negotiations between the Bureau and the 
utility district. It was not hastily conceived nor was there any move 
to consummate the contract prior to change of administration. 

It was a very orderly procedure, the contract was very carefully 
examined by responsible parties both in the Bureau and by the dis- 
trict. It is a good contract for both parties, and it is a contract which 
in my opinion is valid in every respect. 

That, Mr. Chairman, will conclude my oral testimony, and I will 
file the statement with the committee. 

Senator DworsHax. Thank you, Congressman. 

Representative Moss. Thank you, gentlemen. 


Bureau or RECLAMATION 


STATEMENTS OF FRED G. AANDAHL, ASSISTANT SECRETARY OF 
THE INTERIOR FOR WATER AND POWER; GOODRICH W. LINE- 
WEAVER, ASSISTANT COMMISSIONER; HARVEY F. McPHAIL, 
ASSISTANT COMMISSIONER; KENNETH W. MARKWELL, ASSIST- 
ANT COMMISSIONER; ALFRED R. GOLZE, DIRECTOR, DIVISION 
OF PROGRAMS AND FINANCE; E. D. EATON, DIRECTOR OF OPERA- 
TION AND MAINTENANCE; AND J. W. DIXON, DIRECTOR OF 
PROJECT PLANNING 


RECLAMATION PROGRAM FOR FISCAL YEAR 1954 


Senator DworsHaxk. At this time we will take up the requests for 
construction and rehabilitation of the Bureau of Reclamation. 

Secretary Aandahl? 

Mr. Aanpaut, I think, Mr. Chairman, I would like Mr. Lineweaver 
and the other people from the Bureau to make statements. 

Senator Dworsnaxk. I thought perhaps you had a special state- 
ment to make. 

Mr. AanpauL. No; but I will be here for some time. 

Senator DworsHax. The committee procedure will be to have an 
explanation of the various construction projects beginning with the 
Eklutna project in Alaska. 

Mr, Lineweraver. I have a summary of the entire situation, Mr. 
Chairman, which I will insert for the record and also supplement that 
with a brief presentation by totals of the revised budget estimates. 
Then, Mr. Chairman, a brief review of the House actions will be made 
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with respect to construction especially as to what items were added 
or which were deleted that we are appealing so as to more or less set 
the stage for any individual items as we go through the list. Do you 
want that st: itement read ? : 
Senator DworsnHax. Well, you can furnish it for the record and 
make any comments that you think necessary. 
(The summary referred to follows :) 


BUREAU OF RECLAMATION 


A hearing was held on May 7 on general investigations, operation and main 
tenance, general administrative expense, and emergency fund. 

The Senate committee was asked to restore the amounts of the revised budget, 
which are: 
General investigations ie ae iz oi db { aia $4, 000, 000 
Operation and maintenance ; , , _. 23, 200, 000 
General administrative expense i ta ’ idle’ “4 750, 000 


No restoration was requested for the emergency fund which the House ap- 
proved at $500,000, which is $100,000 above revised budget estimate. 


FOR TUESDAY AND WEDNESDAY, MAY 19 AND 20—CONSTRUCTION AND REHABILITATION 


The construction and rehabilitation revised budget is a program of $167,721,818, 
financed with $145 million of new funds and $22,721,818 of carryover funds. The 
House allowed a program of $150,874,998, financed by $108,396,675 of new funds 
and $42,478,323 of carryover. 

Senate restoration is requested for program of $164,741,915, financed by $143, 
020,097 of new funds and $21,721,818 of carryover, exclusive of six additional 
items added by House. 

Request for restoration is less by $1,979,903 than the revised budget, because 
restoration is not asked for funds for transmission and distribution facilities on 
Minidoka project, a transmission line at Palisades project, and the Missouri River 
Basin Sinclair-Westvaco line deleted by the House. 

Six projects added by House total $16,179,889, financed entirely from carry 
over. These are: 

Sacramento Canal unit, Central Valley project Be — itimtinay ise 000 
Middle Rio Grande, N. Mex___-------~-- = 1, 379, 8S9 
Buford-Trenton, N. Dak sllhaledite tot 800, 000 
Biswhn matt; Bameees occsce us. s-- pe Sieintideidn tcl . 500, 000 
Webster unit, Kansas_ ee ; : : .__. 5,000, 000 
Missouri diversion unit, Montans i-North Dakota haat 2, 000, 000 


i rsesresccatawate a 
CONSTRUCTION AND REHABILITATION 


Mr. Lineweaver. Mr. Chairman, T would like to call attention of 
the committee to the revised budget program of $167,721,818 under 
“Construction and Rehabilitation.” This would be Ananedd with 
$145 million of new funds and $22.721,.818 of carryover funds. The 
House allowed a program of $150.874,998 financed by $108,396,675 of 
new funds and $42,478,323 of what was described as “carryover funds.” 
The appeal is for the restoration of a comparable program of $164. 
741.915 which would be financed by $143,020,097 of new funds and 
$21.721,818 of carryover funds. 

The requested restoration is less by $1,979,903 than the revised 
budget approved in April because Netirition is not requested for 
funds for transmission lines on the Minidoka project, pumping unit; 
a transmission line at Palisades project, and the Sinclair-Westvaco 
line in Wyoming deleted by the House. 
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Six projects or unit items were added by the House totaling $16,- 
179,889 under “Construction and Rehabilitation.” These would be 
oY entirely from carryover funds. ‘These are the Sacramento 

‘anal unit of the Central Valley project; Middle Rio Grande, N. Mex. ; 
the Buford-Trenton, N. Dak; Kirwin unit, Kansas; the Webster unit 
in Kansas, and the Missouri diversion unit, Montana-North Dakota. 
The last three are Missouri Basin project units. 

Senator ELLenver. Are those new starts, Mr. Lineweaver? 

Mr. Lineweaver. No, sir. Let me make this distinction, Senator 
Ellender: The Sacramento Canal unit is part of the Central Valley 
project and is a new start in the sense that on this unit, no construction 
has been undertaken before. The House wrote in $1 million for that 
unit. 

Senator Exitenper. Is the Department guided by any yardstick in 
the same manner as is the Corps of Engineers ? 

Mr. Linewraver. ‘They are authorized by law; yes, sir. 

Senator ELLenpeEr. I underst: ind, but there is an inhibition against 
making any new starts on any project by the Corps of Engineers, and 
I am wonderi ing if that same yardstick applies here. 

Mr. Lineweaver. May I say this, Senator Ellender, there was no 
estimate in the revised budget or in the President’s January budget for 
the Sacramento Canal unit, and the House committee wrote that in 
along with these other items. 

Senator Exienver. Now evidently they are not following any rule 
then. They just simply put them in. There is no budget for it? 

Mr. Lineweaver. No, sir, there was no budget estimate, but funds 
were available under the manner in which the House made the read- 
justment. 


Senator Extenper. I am not objecting, I just wanted to see why it 
is that some get them and others do not. 


MIDDLE RIO GRANDE PROJECT 


Mr. LinewraAver. The Middle Rio Grande project in New Mexico 
has been under way with respect to emergency channelization for the 
last 2 years under special budgetary instruc tions from the President 
and the Congress. There was no budget estimate this year for con 
tinuing this work although carryover programed for continuing 
this emergency water-saving activity in New Mexico. The House 
wrote in $1,379,889 additional, also to come from carr yover, to initiate 
construction of the regular project. 

Senator Extnenper. You say those projects that you are talking 
about now are to be built out of leftover money ? 

Mr. Lineweaver. Carryover money, yes, sir. 

Senator Euuenper. Will any of the projects for which this money 
was originally appropriated suffer by virtue of bringing in these new 
projects ¢ 

Mr. Linreweaver. No, sir, they will not in the long run. 

Senator ExLENDER. All right. 


BUFORD-TRENTON PROJECT 


Mr. Lrneweaver. Then the third item written in by the House was 
the Buford-Trenton for emergency rehabilitation or completion of 
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that project in North Dakota. You will recall, Mr. Chairman, that 
the House committee report referred to a very urgent situation with 
respect to protection for the pumping plant on the Buford-Trenton 
project which has been threatened by erosion as a result of fluctuating 
releases from Fort Peck Dam. 

The House committee wrote in $300,000 for that part of it as emer- 
gency rehabilitation and the remainder for other urgent work. I 
would like to insert in the record at this point the comments of the 


House. 


(The information referred to follows: ) 


COMMENTs IN House REPorr 


“The Bureau is authorized to expend $300,000 of the unobligated 1953 balances 
on the Buford-Trenton project, to stop bank erosion from undermining the pump- 
ing plant, to prevent further loss of land from bank erosion in the project proper, 
and for other minor completion work. The committee recognizes that bank- 
erosion-control work is the responsibility of the Corps of Engineers, however, 
this situation appears to be one of great emergency in order to protect the in- 
vestment of the Federal Government and the investment of the irrigators in the 
project. The committee expects the Secretary to inform the Army engineers of 
its position in this matter and to urge them to program for this kind of work 
wherever it is needed in the future. In this particular case if the work for 
which funds are made available herein is not accomplished the entire 1953 crop 
production from the project lands will be jeopardized.” 


Mr. Lineweaver. The other three items written in by the House are 
the Kirwin unit in Kansas, the Webster unit in Kansas, and the 
Missouri diversion unit in Montana. The Kirwin unit was started in 
1952 in the last supplemental appropriation bill. The Webster unit 
was started last year by amendments inserted by the Senate commit- 
tee, as was the Missouri diversion unit in Montana. These six units 
were written in by the House, as I have stated. All work covered by 
the construction and rehabilitation in the revised budget is substan- 
tially underway, as well as on the three dams funds for which the 
House added. 

The following is the status of the six items added by the House. 
Shall I read that or just insert it ? 

Senator DworsHak. Just insert it. 

(The information referred to follows: ) 


Following is status of six items added by House: 

Sacramento canals planning work well advanced on the initial features. Con- 
struction could begin latter part of fiscal year. 

Middle Rio Grande project planning work well advanced, and work on regular 
project could begin during fiscal year. This should not be confused with the 
channelization work covered in revised program which has been underway for 
last few years. 

The channelization work is south of Albuquerque and the work added by 
House is on project lands north of Albuquerque. 

Buford-Trenton—the necessary rehabilitation of project system to insure con- 
tinuous delivery of irrigation water to project lands. 

Missouri diversion dam site has been stripped, awards have been made for 
turbines, and bids received for generators. No other major contracts have been 
awarded pending decision of type of dam to be built in this area. 

Kirwin Dam is in second year of construction and is well advanced with all 
major construction contracts awarded. 

Webster Dam stripping and foundation work is underway at dam site but 
award for dam has not been made, 

Work on the three MRB structures has not been shut down by the Department 
pending decision by Congress whether work is to proceed. 
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CARRYOVER OF FUNDS 


Mr. Lrneweaver. Mr. Chairman, the first item is the Eklutna 
project. 

Senator DworsHax. Before you take that up, Mr. Lineweaver, to 
summarize what you have presented on construction, you are asking 
for $143,020,097 of new money with a carryover of about $22 million, 
making a total of $164,741,915 ? 

Mr. Lineweaver. Yes, sir. 

Senator DworsHax. That compares with a total for the current 
fiscal year of about $178 million ¢ 

Mr. Lineweaver. This $164 million, Mr. Chairnian, is exclusive of 
the House write-ins of the $16 million. You understand, we are sup- 
porting the revised budget which was covered by the letter of April 
17, from the Director of the Budget to the Secretary of the Interior. 

Senator DworsHak. Well, if you include the items inserted by the 
House, the total is $180,921,804 ? 

Mr. Lineweaver. Yes, sir. 

Senator DworsHak. And that is about $3 million less than this 
year’s construction total ? 
~ Mr. Liveweaver. Approximately; yes sir, for new funds. 

Senator ExLenper. I understood your carryover to erect those proj- 
ects, you discussed a minute ago, was $42 million, is that right? 

Mr. Lrveweaver. No, sir; the House provided for financing its 
program, Senator Ellender, with $42 million of carryover funds and 
$3108 million of new money. 

Senator ELLenper. Why is the $42 million carried over in one 
instance and $22 million in the other? 

Mr. Lineweaver. The House committee estimated the carryover 
to be $42 million. Our figures—— 

Senator ELLENpER. Suppose it just “ain’t” there, what then ? 

Mr. Lineweaver. Assuming the Senate would adopt the House 
action, the situation would be this: we would have to adjust the reser- 
vations already made to contractors with this year’s money and work 
it out some way to finance the fiscal year 1954 program. ; 

Senator ELtENDER. Well, why is it that they get a carryover figure 
of $22 million in one and $42 million in the other ? 

Mr. Lineweaver. We rely on our estimates. The $22 million was 
our estimate as of that time. As of June 30 the House committee ap- 
parently felt that their estimate of $42 million was better than our 
figures. 

Senator ELLEnver. You are at variance with what the House figures 
are, are you not; that is, the Department ? 

Mr. Lineweaver. Yes, sir. 

Senator ELLenpver. Suppose that the carryover is $22 million in 
stead of $42 million, what then? 


TOTAL UNOBLIGATED CARRYOVER 


Mr. LanewraAver. The unobligated carryover, Senator Ellender, is 
$22 million. The House estimated that there would be $42 million 
unobligated. We cannot see that amount from our estimates. 

Senator Erscenper. All right, you say that you do not see it, but 
suppose you are right, what about these projects that you said were 

32224—53—pt. 244 
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going to be built from the carryover? Are you going to make a selec 
tion from those ? 

Mr. LineweAver. Let me explain it this way: There will be unex 
pended and unliquidated obligations in the carryover of more than 
the $42 million on June 30 which could be adjusted to finance the 
program. 

Senator ELtenper. I know, but that is to go to pay eventually fo 
something that we have already appropriated for. If they are spent 
for that purpose it stands to reason that you are going to come back 
here soon, maybe in a deficiency, to get more money 

Mr. Linrwraver. Let me make this statement there, that we are 
under rigid instructions from the Secretary, and the Budget Bureau 
has procl: stnved, Mn at no supplementals or deficiencies will be permitted 
during fiscal y 1954 

Senator Evtenpver. Of course they are within the law; that is th 
law. 

CONTRACT RESERVATIONS 


Mr. Linewraver. Therefore the program must be adjusted. One 
way this could be done is that where we have made reservations for 
contractors, for work under way — h has not been performed and 
will not be performed by June 30, adjustments can be made. We 
feel quite sure, within the funds fate that have been appropriated 
for work that has not been performed and which has been reserved 
for the contractors, the final program approved by the Congress cai 
be financed. 

Senator Erienper. All right. If adjustments are made it will sim 
ply mean this, that you will take away funds from projects that would 
otherwise have used those funds? 

Mr. Linewraver. We would not do that, sir, without instructions 
from the Appropriations Committees. 

Senator Dworsmax. Mr. Lineweaver, are all of your carryover 
funds definitely earmarked or obligated ¢ 

Mr. Linewriver. No, sir; they are not all obligated. 

Senator Ettenper, Only $22 million is not obligated, but they can 
adjust it, however. 

Senator DworsHak. That is a fluid carryover which can be ear- 
marked for other projects than those for which the original appropria 
tions were made? 

Mr. Lanewraver. The reservations under the procedure would auto 
matically expire June 30, and adjustments could be made. 

Senator Dworsmak. Well, does the carryover indicate that ‘the 
Congress gave you funds in excess of your requirements? 


PROGRAM DELAYS 


Mr. Lineweaver. No, sir. As the program was then laid out and 
approved by the Congress, the funds would have been, and as they 
were apportioned, adequate. But a number of factors entered into 
the situation, delays or slowdowns, over which the Bureau had no 
control. For example, the chief engineer, in preparing designs and 
specifications and issuing advertisements for bids, may have been 
delayed which resulted in more or less what may be termed as slow- 
down. Weather was also a factor, including floods and washouts. 
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One thing was that early in the fiscal year we had restrictions on 
materials and equipment due to the Korean situation. 

Senator Dworsnak. If you make these readjustments, does that 
mean that a few of the projects will be deprived of funds originally 
appropriated for them and that other projects, of course, will benefit 
by additional earmarking of funds to which they were not originally 
entitled ? 

Mr. Linewraver. If we were so instructed to make the readjust- 
ments, we would make them. 

Senator DworsHaKk. Who would do that? 

Mr. Linewr ver. If directed, the Secretary would. The projects 
would not suffer in the long run. There would be naturally a slow- 
down from the fact that the contractors and the Bureau were not 
able to perform the program this year, but it would not do irreparable 
damage. 

AUTHORITY TO MAKE ADJUSTMENTS 


Senator DworsHax. What does the law state in regard to discre- 
tionary authority to make these readjustments or reallocations ¢ 

Mr. Lineweaver. A lump-sum appropriation which we now have, 
Mr. Chairman, is controlled by the Secretary, but under the procedure 
major readjustments are made with the consent of two appropriation 
committees. 

Senator Dworsnak. Is there not a limitation of either 5 or 10 
percent ¢ 

Mr. Lineweaver. No, sir. That was formerly in the old appro 
priation acts where 10-percent adjustments coul i be made for opera- 
tion and maintenance ; that is no longer in the law. 

Senator Extenper. Mr. Chairman, I am not opposed to having these 
projects that they intend to start on which are evidently new, but 
you can readily see how the House is attempting to do this by using 
unobligated funds that were intended for other purposes. Now the 
House contends that the sum amounts to $42 million, and the Interior 
Department $22 million. But you can always fix it up by letting 
other projects suffer to get it up to $42 million. 

I do not. know where those other projects are, they are certainly 
not in my district in Louisiana, but some of the people in the West 
are going to suffer as a result of that, and the first thing you know 
they are going to come back here to get money that you are going to 
use here. I am for building all of them, but I do not like the ap- 
proach that the House takes. They ought to either send that money 
back to the Treasury or actually appropriate for it. 

Senator Dworsnax. It is understandable that there may be a few 
factors which would constitute obstacles to the construction of various 
of these projects, but certainly we should frown on procedure which 
grants so much discretionary authority for the juggling of funds. 

Senator ExLtenper. And not only that, but it would take away 
money from projects that we have actually appropriated for. 


CONGRESSIONAL APPROVAL OF ADJUSTMENT OF FUNDS 


Mr. Linewraver. Let me make this clear so far as adjustment of 
funds is concerned. The procedure in the last 2 or 3 years has been 


that each House approved a program. They made the adjustment 
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of funds in the committee and conference reports. The House com- 
mittee did this this year and has done it for several years. The Sen- 
ate committee makes its readjustments. The two Houses then go to 
conference, and the practice has been that the conferees make up ‘whi it 
is the final program and show it in the conference report. The de- 
partment’s position, as I understand it, or as a result of understanding 
and positive instructions—it has been more than an understanding— 
that major transfers which depart from the conference report pro- 
gram would not be made without the consent of the chairmen of the 
two committees, except in minor cases which are within the secre- 
tary’s discretion to approve. 

Senator Ex.tenper. Let me ask you this: The difference between 
your figures and the House is about twenty-some-odd-million dollars? 

Mr. Lineweaver. Yes, sir. 

Senator Exitenper. Are any of the projects actually completed 
wherein this extra money that appears between your figures and the 
House figures; are you coming up here to get more appropriations to 
continue these projects where you were not able to spend the money 
for them this year ¢ 

Mr. Linewraver. Yes, sir. 


FURTHER DISCUSSION OF TRANSFER OF FUNDS 


Senator ELLenper. Why do you not use whatever is left over to go 
on those projects rather than use them for new projects? You get 
what I am driving at because that is the way we usually do it. 

Mr. Lineweaver. I would like to point out this, that these six items 
I have mentioned here involving a total of $16,179,889 were written 
in by the House committee. Three of those projects were already 
appropriated for last year, and in the case of Kirwin, the year before. 


Senator Ettenper. I am not objecting to that, but do it in a way 
that you will not do violence to other projects. In other words, since 
this carryover was intended for projects appropriated for last year, 
let us put them on those projects. Let us have a transfer or decrease 
the appropriation for the others to the extent that you have the car- 
ryover. That is the way I think it ought to be done. 

Now if you do have any unobligated funds amounting to $22 mil- 
lion, I suppose it would be all right to apply it to this because you 
must have had a good reason not to obligate them, but as to money 
left over, because of your inability to get the contracts performed as 
you have just indicated, it strikes me that those ought to be reappro- 
priated for use on those projects for which they were originally appro- 
priated. 

Mr. Lineweaver. The practice in the last several years, since 1948, 
I think it has been, is that the programs are made up and approved by 
the Congress, by the various committees, and they have by reason of 
no objection been considered as congressional directives. We take it 
that that is the action of the Congress. Now, the fact that in these 
6 projects the House wrote in, 3 of them, as I stated, are underway and 
have been previously appropriated for by Congress. 

The first of the three items is the Sacramento Canal, which the 
House spec ifically said should be financed by the use of unobligated 
funds. The Middle Rio Grande and similarly the Buford-Trenton 
emergency rehabilitation were to be financed from unobligated bal- 
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ances. Now if the Senate committee in preparing its program should 
agree that this work was to be financed by using unobligated funds, 
then we would follow that course. The Secretary, as I am informed, 
feels that the practice will be continued to maintain the integrity of 
the programs approved finally by the conferees. 


CONFERENCE APPROVAL 


Senator Munpr. Mr. Lineweaver, let me ask you about this con- 
ference. Suppose the conference approves $30 million for project A 
and $40 million for project B. That is agreed to in conference, and 
that is the way the money is appropriated. Then because of some 
unforeseen situation you are able to spend only $20 million on project 
A, so you have a $10 million carryover. Do I understand, then, that 
by consultation of the chairmen of the committes of the Senate and 
House you have been authorized to move that $10 million from project 
A and put it over on project B so that you can complete that project ? 

Mr. Lineweaver. We get a lump-sum appropriation, Senator 
Mundt, in the bill, but the conference report fixes the program. Pre- 
sumably that could be done, but our experience has been that the in- 
terchange of funds agreed to or approved by the chairmen of the 
two committees has been only for relatively minor amounts. Theo- 
retically it is possible that the situation you stated could be handled. 
But I doubt very much whether the Secret tary would countenance a 
transfer of that magnitude. 

Senator Munpr. Just what control does Congress have over the 
purse strings except as is manifest through its two chairmen? Is it 
possible to shuffle the funds around, change them around any way 
that the two chairman might agree to, in other words? 

Mr. Lrneweaver. Well, to start with, Senator Mundt, the final ac- 
tion of the conferees in the conference report is the basic guide. 

Senator Munpr. It has apparently no binding influence, just a 
guide, just a suggestion ? 

Senator ELtenper. Well, it has been, from the Army particularly. 
We were asked for suggestions as to how to do things after the thing 
was done. 

Senator Munpr. What I am trying to find out, if you appropriate 
some money to build a dam on a stream in W yoming, that you find 
out in an appropriation next year that you built a dam on the stream 
in Texas. 

Mr. Lineweaver. I have heard of building a dam site a few hundred 
yards up and down the stream from the original location but in my 
recollection the Bureau of Reclamation has never built a dam on, say, 
the James River by using funds appropriated to build a dam on the 
main stem of the Missouri, for instance. The only instance that we 
can recall offhand where any substantial amount of money has been 
transferred was in the case of the Jamestown Dam in North Dakota 
where the contractor made better progress than was anticipated, and 
he needed about $500,000. 

The weather was good up there, and there were other Missouri Basin 
funds available where the contractors had gone more slowly, so the 
matter was presented to the Department, and the Department worked 
it out whereby that $500,000, or whatever the amount was, was trans- 
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ferred to Jamestown. No other project in the Missouri Basin suffered 
by reason of that transfer, and the Jamestown Dam contractor was 
able to move ahead. 

Senator Munpr. It was kept within the basin ? 

Mr. Lineweaver. It was kept within the basin, yes, sir. 

Senator Munpr. Have you had the situation where you could trans 
er the funds clear out of one basin to another / 

Mr. Lineweaver. I do not think so. 


ACCOUNTING TO COMMITTEES 


Senator Extenper. You do have, but you just do not do it? 

Mr. Lineweaver. In the final analysis, Senator, we have to come 
back and make an accounting to the Appropriation Committees, and 
the Department would have to account to the Budget Bureau. You 
just would have to have sound justification for transfers of that kind. 

Senator Dworsuak. Mr. Lineweaver, a few minutes ago I asked 
you if the total projected funds for 1954, taking the carryover of $22 
million and new funds amounting to $180 million-plus is to be com 
pared with $177 million-plus, which was the construction amount for 
the current year, and you answered yes. Now I think you overlooked 
the fact that in addition to that latter figure there was a carryover. 
What was the carryover which must be added to this before we can 
make a good comparison / 

Mr. Gouzt. The comparable figure with the $180 million is $216 
million, which represents $177 million of new money plus $39 miilion 
of carryover. 

Senator DworsHak. Why did you not say that a few minutes ago? 
You let the record show that the comparison was between $177 million 
and $180 million and eliminated $39 million of carryover, is that not 
right? 

Mr. Gouzh. Your question was understood to mean new funds. 

Senator DworsHak. To get the comparison you have to get the 
carryover plus new funds for the 2 years? 

Mr. Gorzé. Actually we had $49 million carryover last year, and 
the difference between $39 million and $49 million is a difference of 
about $10 million held in a reserve on the Central Valley projec t. 

Senator DworsHak. Then what is the comparable figure for the 
current fiscal year as applied to $180,921 ,804 ? 

Mr. Gouzé. As an obligation program, the $180 million is compar- 
able to the $216 million for on year. 

Senator Exvtenper. Mr, Lineweaver, in line with this carryover 
proposition, does it often happen in the Department that you have 
money left over from your estimates when you complete a project 

Mr. Linewraver. Yes, sir; occasionally it does. More often it 
happens- 

Senator Ex.enper. What do you do with those funds, do you let 
them accumulate ? 

Mr. Lineweaver. No, sir. We report them to the Budget Bureau 
and the Congress. The Congress can make a rescission which it has 
done in some cases, or as ther »y did in 1950 they could authorize—— 

Senator Exrenper. I know what they can do, but what do you do? 
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REPORTING TO CONGRESS 


Mr. Lineweaver. We report them to Congress. We cannot use 
them without authority. 

Senator Exenper. Y ou do not use them at all without authority ‘ 

Mr. Lirveweaver. No, si 

Senator ELLENDER. how often do you make your reports, as they 
accumulate, the year they accumulate, or do you let them accumulate, 
over a period of years / 

Mr. Lineweraver. The standard practice, I recall, in what we call 
WCU funds back under what we called the the Case Wheeler Act 
of the latter thirties. Those projects were stopped and started due 
to World War Il. We held on to those funds to complete those proj 
ects a Micipatine that the restrictions would be lifted. 

Senator Extenpver. That is for funds now. I am trying to differ 
entiate as to funds that are left over from completed projects. You 
told us what you did here a while ago. I am talking about com 
pleted projects wherein your estimate is far above what your actual 
expenditure was. 

Mr. Linewraver. All right, 

Senator ELLENDER. Do you aa t the} oint ¢ 

Mr. Linewraver. Yes, sir. In thie particular case we reported 
that to Congress, and the balances were rescinded. 

Senator EKLLENpER. Whic F meant they went back to the Treasury ? 

Mr. Linewraver. Yes, si 

Senator Evuenper. But oa do not use them without authority or 
reappropriation ¢ 

Mr. Linewraver. No, sir. At that time, Senator Ellender, appro- 
priations were made for specific projects, and now we have a lump- 
sum appropriation. The theory was to give more leeway, but the 
exercise of that leeway is restricted by the Secretary, who feels, as 
we all do, that we have to make an accounting and we must have 
approval of transfers. 

Senator Evtenper. But under your present practice if you have 
some money left over from a finished project, you do allocate it. but 
by advising with the chairmen of the two committees? 

Mr. Lineweaver. Well, it would go further than that. If a project 
were completed and, say, we had $1 million left over, that would be 
subject to disposition by the Congress or put in reserve by the Budget 
Bureau. The Budget Bureau might put that in a reserve and not 
permit us to use it. They have done that on several occasions. 

Senator Exiitenper. And let it accumulate? 

Mr. Lirneweaver. And let it accumulate and finally report it to 
Congress. 

Senator Erxenper. But under no condition is it spent by the De- 
partment unless you get authority from Congress? 

Mr. Linewraver. Or approval by the committees, by the chairmen 
of the committees for transfer. 


USE OF FUNDS OF COMPLETET PROJECTS 
Senator Munpr. I thought that was what he was getting at. In 


other words, if the project is completed, and you have $5 million left, 
it is conceivable that by this council of the chairmen acting with the 
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Secretary you could take the $5 million and spend it on some other 
project; is that right ? 

Mr. Lineweaver. That would be an unusual practice, Senator 
Mundt. 

Senator Extenper. It is not a question of you doubting it; you 
can do it, can you not? 

Mr. Lineweaver. I would like to consult about whether there is 
authority. 

Senator E.ttenper. Before we close these hearings, will you find 
out how much money there is left over from any of your completed 
projects? 

Mr. Lineweaver. All right, sir. 

Senator Eitenper. If you do not have any now, find out how much 
you had in the past and how it was handled. 

Mr. Lineweaver. Yes, sir. 

Senator Munpr. Probably it is pretty much of a hypothetical ques- 
tion in an inflationary period, but if we go into a deflation that would 
be another thing. 

Senator Ex.tenper. What is left over in the case of a completed 
project in contrast to the noncompleted? I want to know what is 
done, or what has been done in the past with funds that were left 
over from a completed project. 

Mr. Lineweaver. I think we can point out several. One was 
Anderson Ranch Dam, Idaho, only a few years ago. 

Senator Evuenper. Find out what happened and whether or not 
you permitted it to accumulate for any period. Would it be much 
work to do it for, say 5 or 10 years? 

Mr. Lineweaver. Ten years, all right, sir. 

Senator Etienper. Let us see what happened to those funds. 

Senator Munpr. Also your interpretation as to your authority, 
whether you can use it or not, appropriated funds for some project to 
put them into another project. 

Mr. LineweAver. Yes, sir. 

(The information referred to follows :) 


BUREAU OF RECLAMATION 
CONSTRUCTION AND REHABILITATION 


UNORLIGATED BALANCES OF COMPLETED PROJECTS 


Prior to fiscal year 1951 appropriations were made for each specific project 
and the funds were expended in accordance with programs approved by the 
Congress. Year-end unobligated balances remained with those projects and 
were reported to both Houses of Congress through their Appropriation 
Committees. 

Starting with fiscal year 1951 the appropriation acts have provided lump-sum 
construction appropriations. Allotments are made to the individual projects 
and activities in accordance with the expressed desires of Congress, as set forth 
in the several Appropriation Committee reports each year. Expenditures are 
controlled by a programing and reporting system to insure that the program is 
performed as approved by Congress and the Department. 

Under appropriation procedures in effect prior to fiscal year 1951 when a 
project or unit was functionally completed any remaining balances were either 
refunded to the Treasury or were used to finance minor cleanup work, drainage, 
disposal of records, etc. Beginning with the 1951 appropriation any balance re- 
maining at the end of a fiscal year, as a credit to a project which is functionally 
complete, may be retained to finance cleanup work, disposal of records, .ete,, 
although it is now planned to use the construction item “Drainage and minor 
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completion” for this purpose. Ordinarily the balance remaining on functional 
completion of a project or unit will be pooled with similar funds from other 
projects or units to assist in financing the bureauwide construction program if 
so approved by the Congress and the Department 

It should be recognized that as a project or unit approaches completion, the 
annual estimates of construction appropriations are adjusted to the amount 
required to complete, so that balances remaining afte: completion are relative’y 
small. 

In connection with the appropriation for fiscal yea’ 1953 the House approved 
an obligation construction program which with some ‘modification by the Senate 
and conference committee was finally approved by both Houses of Congress 

Under this plan it was necessary to pool unobligated balances remaining on 
the individual projects on June 30, 1952, and redistribute such funds to meet 
the program intended by the Congress. The source and application of funds, for 
the construction program for fiscal year 1953, was reported to Congress at the 
House hearing on estimates for fiscal year 1954 and appears on pages 1067 to 
1070 of the House hearings on the Interior Department appropriations for fiseal 
year 1954. a 

In connection with fund requirements for fiscal year 1954 the House followed 
the same procedure as in fiscal year 1953 by approving an obligation program 
which included the application of unobligated funds it estimates to be available 
June 30, 1953, on all projects. 


Disposition of unobligated balances on projects completed from 1944 


Unobli 
gated 
balanee 
at time 
of com- 


pletion 


Date 

of fune- 

Project tional 
com- 

pletion 


Disposition of unobligated balanc: 


Arnold project, Oregon 52 $1,874 | Retained in unallotted reserve 
Boise project, Anderson Ranch Dar 953 300, OOK In fiscal year 1951, $1,000,000 of 
Idaho. needed was returned to the U. 8. Treasury 
remaining funds are being used on the 
project which will be substantially com- 
pleted June 30, 1953, with estimated unobli 
gated balance of $300,000. Of this amount 
$210,000 reserved for pending contractor’s 
claim and completion of property-disposal 
program during fiscal year 1954. Balance of 
$90,000 will be retained in unallotted re- 
Serve 
Boise project, Payette division, Idaho Will be substantially completed June 30, 1953, 
ited unobligated balance of 
h will be needed for construc- 
llow Creek wasteway, repairs to 
Black Canyon main canal and continued 
drainage work 

Grants Pass project, Oregon 2 Reverted to Deschutes project, North unit, 
Oregon, under which funds were originally 
ppropriated 

Missoula Valley project, Montana 

Owyhee project, Idaho Small balances remaining were used to close 

Rathdrum Prairie project, Hayden out account tore records, make final pay 

Lake, Idaho ments for Right of Way et 

Vale project, Oregon (rehabilitation and 

betterment) 

Lewiston Orchards project, Idaho Q! 3, 03 $12,000 redistributed in fiscal vear 1953 to 
other projects wccordance with prograr 
approved by Corgress, and $1,036 remains 
in unallotted reserve 

Ochoco project, Oregon... - 52 6, Redistributed to other | 
1953 in aceordance wit! 


Parker Dam power project, Arizona- 1951 2, 7 iallotted re 
California. 

Newton project, Utah (W. C. U 1949 598 teallotted to other W.C. I 

Preston Bench project, Idaho 1949 26, 778 ( d in unallotted reserves 

Scofield project, Utah (W. C. U 1945 39, $39,564 transferred to other W. C. U. p 
« etained in ur lotted reserve 

Balmorhea project, Texas (W. C. U. 1948 22 teallotted to other W. C. U. project 

Colorado River project, Texas 1948 2 | Retained in unallotted reserve 

W.C. Austin project, Oklahoma 1953 2 Retained to pay for land damages from 
age, silt irve ind miscellaneou 
cost 
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Disposition of wnobligated balances on projects completed from 1944 to 1958—Con 





Unobli- 
gated 
balance | 
at time 
of com- 
pletion 


Date 
of fune- 
Project tional 
com- 
pletion 


Disposition of unobligated balances 


Fort Sumner project, New Mexico 52 | $15, 999 | $13,137 reallotted to other projects in accor 
unce with program approved by Con 
estimate of $1,362 retained to purchase 
spare parts for pumene plant and final 
| pection costs imate dd ~ 500 will be re 
| | tained fn un iliotte. resery 
Mirage Flats project, Nebraska! 1950 | 5, 49 $5,132 realloted to M anc: 8 ord ject, Colorado, 
(W.C. U.). } (W. C. U.); $362 used for payment of certifi- 
| |} cate of settlemeat by General Accounting 
| _ Office 
Buff |-Trenton project, North Dakota | 52 | Drainage construction utilized all funds 
(W.C. U. 
Intake proje , Montan ww. Y O46 a lransferred to other W. C. U. projects 
Rapid V: alley project, South Dakota I | 5, 414 Do. 





Ew. ©, 1 


HOUSE REPOR' 


Senator Dworsnaxk. Mr. Lineweaver, on page 15 of the House re 
port, the total program for 1954 is $150,874,998, and in the column 
immediately to the left as recommended in the bill for 1954, $108,396, 
675. Now we understand that if that amount of $108 million-plus is 
ap proved, that you will be able to turn out the entire new program 
entailing $150 million-plus through the use of carryover funds, I 
presume 4 

Mr. Linewraver. It requires $42 million of the carryover fund .to 
carry out the program as outlined by the House. 

Senator DworsHak. I asked you, will you be able to carry out that 
total program ? 

Mr. Lineweaver. To the extent that the funds are made available ; 
yes, sir. 

Senator Dworsnax. Well, I mean through the use of carryover 
funds. Are you in dispute with the House, which contended that 
you had about $42 million, and you claim you had only about $22 
million? 

Mr. Lineweaver. It could be done, Mr. Chairman, under the pro- 
cedure that I indicated, by readjusting the funds already allocated 
to the contractors which have not been earned as of June 30, and if 
we were directed to adjust those reservations that have already been 
made for the outstanding contracts. 

Senator Dworsuax. Then you have to take funds away from a lot 
of projects and readjust them and reallocate them so that other proj- 
ects will have the benefit of those funds in order to accomplish this 
total program of $150 million-plus ? 

Mr. Linewraver. Yes, sir; but I would like to call your attention to 
this, Mr. Chairman: At the time the House figures were made up our 
estimates of the unobligated carryover were $13.5 million. We had 
the field people reestimate the anticipated carryover in the light of 
changed conditions, including the contractor’s ability to proe eed and 
other factors, and by April 17 the unobligated carryover estimate had 
mounted to approximately $23.7 million. 
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Senator Munopr. It is growing pretty fast. Maybe the House 
thought it would be $40 million by the time the fiseal year started. 

Mr. Lineweaver. It now has gone up to something like $25 million 

With permission of the chairman, I am inserting in the record at 
this point the Bureau’s estimates of carryover (unobligated balance) 
as of April 17 and April 30, 1953. 


(The following information was inserted :) 


UNOBLIGATED CONSTRUCTION AND REHABILITATION FU 
APRIL 17 AND 30, 


Fiscal vear 1954 appropriation status 


nd powerp!] 


k lutns 
Fort Peel 
Gila 
Hurgry Herse 
Kencri first unit 
Klemeth 
Mi ok north side pumping « 
Missouri River Basin 
Palise des 
Paonir 
Provo River 
Rio Grende—power civision 
Riverten 
Vert ejo 
Weber Besin 
Yak in 
Kennewick divisicn 
Beza division 
Drains ge snd mincr completion 
Rehebilit: tien end betterment 
I Hott 


‘ reserve 


Sy} | 
subtotal 


FUNDS NOT REQUESTEI 


Boulder Canyon—All American Can 
Cor chelle civisicn 
Ir peri | Civision 
Grents Pess—Savege Rapids Den 
Midele Rie Grende ! 
Sen Luis Valley 
Solanc 


Subtote! 
Centralized project activities 
Denver office—design and specifications 


Tote! 
Working fund Advances from other agencies 


Grand total 11, 261, 025 2 | 23. 782. 577 4 5 009 
General investigations funds requested for fisee] yeer 1954 


? Does not include $435,620 reserve for future yeers 
Does not include $71,708 reserve for future yeer 
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Missouri River Basin 


| Submitted to Congress 


Phase and division or unit Justifica- 
tions for Apr. 17, 


appropria- 953 


President's | 
budget 


Field estimates 


Apr. 30, 
1953 


tions 


PHASE .A 


Units under construction 
Bost wick division $150, 000 
Canyon Ferry unit, Helena-Great Falls division 112, 000 
Cedar Bluff unit, Smoky Hill division 
Crow Creek Pump unit, Three Forks division 
Frenchman-Campbridge division _. 395.000 5, OOO 
Heart Butte unit, Heart division $95, 000 000 330, 000 
Jamestown unit, Missouri-Souris division 
Kirwin unit, Solomon division 250, 000 50, 000 
Lower Marias unit, Marias division 
Missouri diversion unit, Missouri-Souris division... | 413, 754 000 
Rapid Valley unit, Cheyenne division | : 
St. Francis unit , 000 50, 000 
Shadehill unit, Grand division 
Transmission division—region 6 
Big Horn district 55. 000 000 
Missouri-Oahe district 5000 2, 000 
Missouri-Souris district 000 O00 
Upper Missouri district | . 
Yellowstone district 2, 000 , 000 
Transmission division—region 7 
Lower Platte River area ‘ 43. 000 000 
North Platte River area 630, 000 000 
Webster unit, Solomon division 
Drainage and minor completion 219, 002 106 
PHASE B 


Units ready and units being prepared for construction: 
Region 6_. } 


Region 7 


“"$100,000 | 100, 000 


PHASE C AND D 


General plan of development 
Region 6 Soe a aia : 2, 000 
Region 7 | : 


Subtotal _- 4, 471, 740 


PHASE E 


Operation and maintenance 
Region 6 


51, 000 
Region 7_- 


43, 000 


67, 000 
98, 000 


4, 63%, 740 


100, 000 | 


Grand total 195,0C0 | 3, 984, 224 





Senator Munpr. So the House might be right. 

Mr. Lineweraver. By the time this committee goes to mark up the 
bill we will have the latest figures which we will furnish the clerk. 

Senator ELtenver. Maybe $42 million? 

Mr. Lineweaver. I doubt whether it will be $42 million. Our best 
estimate, on the basis of figures available now, the progress being 
made by the contractors and the contracts that are pending award, 
is that in no event will the unobligated balance as shown by the defi- 
nition of unobligated balance as we understand it, exceed $35 million 
on June 30 next. 

Now that does not take into account the possibility, if we are so 
instructed, to make adjustments among the reservations that have al- 
ready been made to the contractors and which they will not have 
earned by June 30. 
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Senator Munpr. In other words, some of your obligated money is 
not irrevocably obligated ? 
Mr. Lineweaver. That is right, sir. Those factors are provided for 
in the construction contracts, Senator Mundt. 


Exuutna Progecr, ALASKA 


Senator DworsHak. Will you take up the individual projects? The 
Eklutna project is first. The justifications will go in the record. 
(The information referred to follows :) 


CONSTRUCTION AND REHABILITATION 
EKLUTNA PROJECT, ALASKA 
Fiscal year 1954 program—Revised budget allowance 


(Ref. BR 202) 
Fiseal year 1954 new funds ; ; $12, 770, 846 
Fiseal year 1954 obligation__ ; 12, 934, 446 


WORK PROPOSED, FISCAL YEAR 1954 


The revised program for fiscal year 1954 comprises continuation of construc- 
tion on the tunnel structures, powerplant, Palmer Substation, and Anchorage 
Substation. 

I ; ~ 7 None 


HOUSE REPORT 


“Wklutna project, Alaska.—The funds which were requested for this project 
are in excess of the amounts authorized in the basic legislation. The committee 
does not feel justified in making such funds available until the authorizing leg- 
islation has been amended.” 


Restoration requested : 
New funds____- ‘ _. $12, 770, 846 
Additional carryover funds ar Med ri 5 163, 600 


Restoration of $12,770,846 is requested which, with $163,600 of prior year 
balance estimated to be available, will finance a program of $12,934,446. 

The power shortage which prevailed at the time of project authorization has 
become increasingly serious. The Anchorage area is dependent for its power 
supply upon a combination of small steam, hydro, and diesel plants. Some of 
these plants are quite inadequate, very high in cost, and in poor operating con- 
dition. Occurrence of mechanical failures coupled with total lack of reserves has 
frequently rendered the situation acute to the point of dropping loads. Lack of 
any margin of supply and high power rates positively precludes much needed 
potential industrial and rural development. The Eklutna project will in a large 
measure assist in overcoming such conditions and will provide a stable facility 
with which the present power production can be integrated. The elimination 
of funds to continue construction of the project will necessarily delay the avail- 
ability of this power. Under the current schedule generation will begin near the 
end of fiscal year 1954. 

Over $19 million of Government funds have been invested in the Ekliutna 
project to date. All major project features are complete or now under construc- 
tion. Termination of construction will result in increased project costs through 
deterioration of completed or partially completed works and through the neces- 
sity of protecting Government property during the period of shutdown, 


Mr. Marxwetu. I have a statement which I will place in the 
record. 
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(The statement referred to follows :) 


APPEALS—-SENATE HEARINGS, EKLUTNA PROJECT, ALASKA 


The House eliminated all funds requested for the Eklutna project, the com 
mittee explaining in its report that it does not feel justified in making such 
funds available until the authorizing legislation has been amended. Funds 
requested for the Eklutna project are in excess of the amount presently author 
ized to be appropriated in the authorizing legislation, but a bill has been intro 
duced in the present session of the Congress (H. R. 1374) that would, if enacted 
increase the amount authorized to be appropriated. Hearings have been held 
on H. R. 1874 by a subcommittee of the House Committee on Interior and 
insucir Affairs. The committee has not yet reported on the bill 

Full restoration is requested so that all construction activity will not have 
to be terminated, at great cost to the Government, while awaiting an additional 
appropriation in the event the amount authorized to be appropriated is increased 
in the present session, but at a date too late to permit including funds for the 
project in the regular 1954 Appropriation Act. 


Mr. Linewraver. Mr. Chairman, I would like to examine the tran- 
script with respect to the questions that you three gentlemen have 
raised and take a little time to clarify the responses that were made 
so that you will have the complete story in one place after we analyze 
them. 

FURTHER DISCUSSION OF EKLUTNA PROJECT 


We will start with Eklutna project, Mr. Chairman. You reeall on 
May 7 when at the hearing you asked for a statement with respect to 
the legislative situation in connection with Eklutna. I explained at 


that time that a bill was pending before the House Interior Committee 
to increase authorization from $20,365,000 to $35,200,000. We have 
had extensive hearings, and there have been several conferences with 
the members of the House Committee. Under Secretary Tudor is 
now in Alaska, and I understand on Monday of this week he made 
a personal inspection of the construction progress at Eklutna, and on 
his return to the city next week it is anticipated that he will have 
firsthand information which will lead to a conference of Under 
Secretary Tudor, Assistant Secretary Aandahl, and members of the 
House committee in an effort to work out appropriate legislation 
which will lead to an increase in the authorization amount. 

Senator Dworsnak. What is responsible for this big increase in 
the authorization, what necessitates it? 

Mr. Linewraver. There were 2 or 3 major factors that I will state 
briefly. One was the Korean war, and the other was the tunnel con- 
ditions that were uncovered when the contractors went into the tun- 
nel situation. Those were the two major factors and what we might 
frankly say was rather inadequate estimating at the time that the proj- 
ect was authorized to cost $20,365,000. 

Senator Dworsuak. Is this project going to be feasible under the 
new authorization if it is made? 

Mr. Lrveweaver. Yes, sir. Mr. McPhail can satisfy the committee 
on that point. 

Senator Dworsnak. Is it going to take nearly twice as long to pay 
out ¢ 

Mr. Linewraver. No, sir, it will not, as I understand from Mr. 
McPhail’s figures. If you desire to go into that, Mr. MePhail can 
present pay-out schedules under 1, 2, or 3 rates. 
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Senator Dworsuak. Mr. Lineweaver, as long as the legislation is 
pending in the other body and probably will come before us in the 
form of an authorization, I presume that this is more or less premature, 
is that correct ? 

Mr. LINEWRAVI R. Yes. sir, it might be but I would lke to point out 
Mr. Chairman, that between the amounts already appropriated and 
the authorization there remains about $504,000 which could be appro 
priated without impinging on the legislative authorization limitation. 

Senator Dworsnak. But you would have to get an authorization for 
almost $15 million more in order to get the project completed ¢ 

Mr. Lineweaver. Yes, sir. 

Senator Ensenper. On page 4-A is this the new estimate, 
$35,300,000 ? 

Mr. Lineweaver. Yes, sir. 

Senator Extenper. You already spent $5,952,000 ? 

Mr. Laineweaver. That was as of June 30, 1952. 

Senator Ex.enper. In 1952 you spent $5,952,000 and in $1953, $13 
million ? 

Mr. Lineweaver. That is right. 

Senator ELLenper. In 1954, $13,277,311, that is what you are ask- 
ing for? 

Mr. GouZF. Senator Ellender, these are cost figures and the allot 
ment for 1954 is $12,770,846, taking into account certain credits from 
above. 

Senator Eiuenper. $12,934,446 ? 

Mr. Gouzs. $12,770,846 is the allotment request. 

Senator Einenper. Your figures are different from what is in here. 
Oh, yes, excuse me, lam sorry. I looked at the wrong line. 

Senator Dworsnak. Mr. Lineweaver, Chairman Cordon wanted 
these two questions submitted to you: What was the original estimated 
total cost? 

ORIGINAL ESTIMATED COST 


Mr. Lineweaver. $20.365.400. 

Senator Dworsuak. And what is it estimated to be now ? 

Mr. Linewraver. $35,300,000. 

Senator Dworsnak. You think that Secretary Tudor will be able to 
make a report to the Congress which may in part justify this big 
increase ? 

Mr. Lineweaver. I would not like to forecast what his report would 
be, but let me say this, it will be a report based on his firsthand know] 
edge of the situation there. 


ELECTRIC ENERGY PRODUCTION 


Senator Eritenper. How much electricity will this produce ? 

Mr. McPuatn. 30,000 kilowatts. 

Senator ELuienper. Under the new estimate? 

Mr. McPnHan.. It has not been changed, both estimates cover the 
same capacity. 

Senator ELtenper. What was your ratio factor when you first 
started it, in other words, the benefits? Did you not have a plan for 
amortizing this? 








1828 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


Mr. McPuatm. Yes, sir, we did. At that time we estimated that an 
average rate of 8.6 mills per kilowatt-hour for firm power would be 
sufficient to repay the costs of the project. 

Senator ELLenper. What is it now? 

Mr. McPuatm. Under the $35,300,000 estimate, it is estimated that 
10.6 mills per kilowatt-hour for firm power would be required to 
repay. We have not yet established any rates for the project. 

Senator Ertenper. That is about 3 mills more? 

Mr. McPuat. Two mills more. 

Senator Ettenper. To pay double the amount? How do you figure 
that? 

Mr. McPuat. To pay the whole amount of $35,300,000. 

Senator ELuenper. I know, but if it required 8 mills to pay $20 
million, how do you pay $35 million with 2 mills more? 

Mr. McPuar. With the same costs of operation and maintenance 
prevailing, the payout study shows that that rate would be sufficient. 
I would like to say further that we have not as yet established rates 
for the project. We estimate that probably we would recommend a 
rate between 11 and 12 mills per kilowatt-hour for firm power so as to 
have a normal cushion above minimum requirements. 

Senator E.xenper. Is that at the bar? 

Mr. McPuat. No, sir. That would be delivered at the end of the 
transmission lines, which as indicated on the map will be rather short. 

Senator Exitenper. This estimate includes the cost of all the lines 
to place it where it can be used, say, by Anchorage and Palmer and 
other places where you intend to use it ? 

Mr. McPuat. Yes, sir. I might point out in answer to your first 
question that by some slight revision of the plans we are going to get 
about 40 million kilowatt-hours additional per year. By this lower- 
ing of the tunnel inlet we will get more kilowatt-hour output from the 
same plant. 

Senator Ettenper. Then you produce more electricity 

Mr. McPuat. More energy, yes, sir. 

Senator Dworsnax. How many years for the payout? 

Mr. McPuat. 50-year payout with 214-percent interest returned 
to the Treasury. 

Senator Corpon. Next we have the Gila project. The justification 
will be inserted in the record at this point. 

(The justification referred to follows :) 



























Gita PROJECT, ARIZONA 






Fiscal year 1954 program—Revised budget 








(Ref. BR 297) 


Fiscal year 1954 new funds_-._____. chest cpinlleate karla iis dh I caren ts soeaiaes ips $4, 337, 000 
Fiscal year 1954 obligation___-_-_ on bcistadhaictaci ema ain cil Datta siieidaitia 4, 500, 000 














WORK PROPOSED, FISCAL YEAR 1954 


Completion of construction of the Wellton and Mohawk Canals in fiscal year 
1954 will complete the entire main canal system for the Wellton-Mohawk divi- 
sion. Progress payments will be made on contracts for procurement of addi- 
tional pumps and motors from funds obligated in fiscal year 1953. Major pro- 
cram activity during fiscal year 1954 will be on continuation of construction on 
the Mohawk, Wellton, Dome, and Wellton-Mohawk Canal units distribution 
systems. By June 30, 1954, construction will be complete on these distribution 
facilities to serve 34,800 acres and substantially complete for an additional 
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25.700 acres. Studies on underground water conditions will continue, and 
detailed plans will be started on power supply facilities for the Texas Hill 
pumping plants and distribution system relift pumps. Construction of water 
users’ headquarters building will be completed, and cooperation with Agricul- 
ture Department agencies on the completed development farms will continue 
Public land settlement activities will continue, and fY farm units, totaling 8,500 
acres, are scheduled for settlement during fiscal year 1954 in the Wellton 
Mohawk division area. 


House allowance: 
New funds rae: . $4, 337, 000 
Carryover funds Sa ‘ aide 163, 000 


Total program_-_ an ; 4, 500, 000 
Restoration requested : None 


ADMINISTRATIVE BUILDING 


Mr. Lineweaver. I would like to make one supplemental statement 
there, Mr. Chairman, with respect to a provision of the Senate com- 
mittee report last year. It instructed us to provide an administra- 
tive building within the repayment obligation of the district not to 
exceed $100,000 in cost. We have received the bids on that buik ling 
after redesigning it, and the low-bid price without partitions is $87,971, 
and with partitions is slightly over $91,000. The cost of design and 
supervision and imspection of the building while it is under con- 
struction will run the total cost that might be chargeable to this 
item to more than the $100,000. 

Senator Corpon. How much more? 

Mr. Linewraver. About $5,000 or $6,000. 

Senator Corpon. See if you cannot keep it within the $100,000. 

Mr Lineweaver. What we propose to do, Mr. Chairman, is to en 
deavor to readjust the figures so that the inspection will be carried 
by the overall project construction forces and not have a special set 
of inspectors set up for this particular building. Also, that admin- 
istrative costs shall be an overall project charge for regional and 
district services. 

Senator Corpon. You mean to stay within the $100,000. 

Mr. Lineweaver. That is what we hope to do; yes, sir. 

Senator Corvon. All right, sir, what is next ? 

Mr. Lrneweaver. The Colorado River Front Work and Levee 
System. 

Senator Corvon. The justification may be inserted at this point. 

(The justification referred to follows :) 


COLORADO RIVERFRONT WorK AND LEVEE SYSTEM, ARIZONA-CALIFORNIA-NEVADA 


Fiscal year 1954 program—Revised budget allowance 
(Ref. BR 305) 


Fiseal year 1954 new funds ; a $150, 000 
Kiscal year 1954 obligation a ne is Lwedeiuos) (408,008 


WORK PROPOSED, FISCAL YEAR 1954 


Equipment will be acquired for maintenance of river prote«tive works. Other 
work to be accomplished during the fiscal year includes completion of the 
Havasu Wildlife Refuge. 

* * 
House allowance: 
New funds__- None 
Carryover funds $150, 000 
Total program ‘ 150, 000 


32224—53—-pt. 2 
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HOUSE REPORT 
“OColorado River flood work and levee system.—An appropriation of $150,000 
against the program estimate of $1,905,000 has been approved. On the basis of 
testimony given to the committee at the time of the hearings, the Bureau is 
having difficulty obtaining necessary rights-of-way to accomplish the werk pro 
posed, at prices which it feels are reasonable, and consequently recomimended 


this reduction to the committee.” 


Restoration requested : 
New funds = — ™ a ti tl $150, 000 
Additional carryover funds____ ~-~-- a Sa ee 101, 00 

Restoration of $150,000 is requested which, with $251,000 of prior year balanc 
estimated to be available, will finance a program of $401,000. 

This restoration will permit the procurement of essential operation and mail 
tenance equipment and the completion of construction of the Havasu Wildlif 
Refuge. 

By the end of the current fiscal year all of the flood-protective facilities yn 
posed for construction at this time along the lower Colorado River will hav 
been completed and placed in operation. It is, therefore, essential that mainte 
nance facilities such as quarrying rock and earth moving, and road maintenance 
equipment be acquired in fiscal year 1954 for maintenance activities necessary 
to insure the safety of the completed flood-control facilities. The Havasu 
Wildlife Refuge work has been determined to be the responsibility of the Bureau 
and this item should be completed to allow restoration of the wildlife habitat. 

Mr. Linewraver. That item has been reduced to $150,000 of new 
funds by the elimination of some levee construction in the area because 
of our inability to negotiate satisfactory arrangements for the local 
beneficiaries to provide the right-of-way. So we advised the House 
committee that we would not need that $1,900,000 because of that situ 
ation, and the only item there left is $150,000 for equipment, and 
to complete the construction of the Havasu wildlife flood-protective 
works. 

Senator Corpon. You are talking about the Colorado River Front 
Work and Levee System ¢ 

Mr. Lineweaver. Yes, sir. The House allowed $150,000 but our 
appeal is, in order to complete this wildlife flood-protection work, it 
would increase the program to $401,000. 

Senator Corpon, What you want is to use the unobligated balance 
of $251,000 as well as the $150,000 ? 

Mr. Lineweaver. Yes, sir. 

Senator Munpr. How large an area is that? 

Mr. LineweaAver. That covers a good deal of area, Senator Mundt. 
It has been disturbed by reason of the change in the river due to the 
operation of Boulder Dam. It covers several thousand acres. 


WILDLIFE REFUGE 





Senator Corpon. I note that you are going to spend money on a 
wildlife refuge. That ordinarily is within the jurisdiction of the 
Fish and Wildlife Service. Is this an instance where you are oper- 
ating under the Coordination Act ¢ 

Mr. Linewraver. Yes, sir; under instructions from the Department 
to give protection for that wildlife refuge there without incurring any 
charges for the water against Arizona’s share of the Colorado River 
system because of the litigation and related matters. 

Senator Corvon. Well, will there be adequate water for the purpose 
ofa wildlife refuge? . 
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Mr. Linewraver. Yes, sir. My recollection is that the Fish and 
Wildlife people have made it clear that this flood protective service 
would not involve a charge against Arizona’s share of the Colorado 
River system water. 

Senator Corpon. All right. What is the next one? 


BouLper CANYon Progect, Hoover Dam AND POWERPLANT, 
ARIZONA-NEVADA 


Mr, Laneweaver. The Boulder Canyon project, and Mr. McPhail 
will take that. 

Senator Corpon. The justification may be inserted in the record at 
this point. 

(The information referred to follows :) 


BOULDER CANYON Provecr, Hoover DAM AND POWER PLANT, ARTIZONA-NEVADA 
Fiscal Year 1954 Program Revised Budget Allowance 
(Ref. BR 311) 


Fiscal year 1954 new funds ; $373, 000 
Fiscal year 1954 obligation . 389, 000 


WORK PROPOSED, FISCAL YEAR 1954 


The program for fiscal year 1954 provides for preparation of specifications, 
issuance of invitations to bid, and award of contracts for furnishing and install- 
ing equipment for unit N-8 in Hoover powerplant and Hoover switchyard. 
House allowance : 

New funds. . $284, 000 
Carryover funds_- ‘ ae 16, 000 


Total program aated 000 


Restoration requested: New funds _. 89,000 

Restoration of $89,000 is requested which, with $16,000 of prior year balance 
estimated to be available and $284,000 appropriation allowed by the House will 
finance a program of $389,000. 

By the end of the current fiscal year, the Hoover Dam and powerplant will be 
complete except for the installation of generating unit N-8. The funds elimi- 
nated by the House should be restored to permit the preparation of designs and 
specifications and award of contracts in fiscal year 1954 for the installation of 
this last unit as now scheduled. This is highly desirable not only from the stand- 
point of providing an additional 82,500 kilowatts of power for defense activities 
in the Southwest but also to permit the Government to begin to realize as soon as 
possible a full return on its sizable investment in completed facilities. 


PREPARATION OF DESIGNS AND SPECIFICATIONS 


Mr. McPuatin. The money requested for the Boulder Canyon project 
is for the preparation of designs and specifications and award of 
contracts for the last unit for which space is provided in the Boulder 
Canyon powerplant. ‘This will complete the installation in that 
plant. 

We are asking that $89,000 be restored which was coe by the 
House and that, together with the $284,000 allowed by the House 
and $16,000 prior-year’s balance, would give us a program of $389,000 
which we consider is necessary to proceed properly with this work 
during the fiscal year. 
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CARRYOVER OF FUNDS 


Senator Corpon. I note that you have a $16,000 carryover of funds, 
and the House allowed you $300.000 of new money. 

Mr. McPrat. No, sir. I believe the House allowed $234,000, which 
makes $300,000 with the $16,000 carryover, Mr. Chairman. 

Senator Corvon. All right. You have a sort of a jackpot here of 
some $29 million. That is where the carryover is found, I believe. 
Is that correct? You asked for how much ? 

Mr. McPuat. We asked that $89,000 be restored, which would 
give us a program for the year of $389,000 total. 

Senator Corvon. Do you know why the House made a reduction in 
that particular one? 

Mr. McPuat. I do not find that there is a statement in the House 
report on that, Mr. Chairman. 

Senator Corpon. I note that you say that the amount eliminated by 
the House should be restored to permit the preparation of designs 
and specifications. As a matter of fact, won’t you just give a general 
design and an overall general description and the maker of the unit 
designs his own spec ‘ifications ? 

Mr. McPuat. No, sir, not altogether. The specifications are 
rather complicated and written in detail. The unit must fit the phy 
sical space which is present. 

Senator Corpon. Dee he not go and measure for himself? 


Mr. McPuat. No, sir. We provide all of that engineering infor- 
mation to him, also the capacity of the unit, requested by the people 
who will use it, is somewhat larger than the adjoining unit, so it 


requires considerable engineering work to prepare the specifications. 

Senator Corpon. To what extent do you draft those? I am speak- 
ing of the detailed blueprint specifications from which the actual 
construction is made. 

Mr. MoPuate. The specifications in general involve drawings which 
show the overall allowable dimensions, define the characteristics of 
the units in the way of use of water, electrical output and various 
matters of that nature. Also there is involved the specifications for 
equipment to go into the switchyard for switching equipment and also 
for the control and bus work in the plant. There is a very consider 
able amount of engineering work. 

Senator Cornon. Let us take a look at this. You do not have any 
breakdown with respect to your plants. You have just got a gross 
figure of $514,000. What part of that do you expect to use for the 
plans and specifications? I would like to get the figures because I 
want to have them checked. 

Mr. McPuatt. I am sorry, Mr. Chairman, I could not give you the 
detailed breakdown now. I will be glad to supply that for the 

record. 

Senator Cornon. Supply a detailed breakdown, Mr. McPhail, with 
respect to the $514,000, 

(The information referred to follows :) 


Boviper CANYON PROJECT 


The item of $514,000 programed for Hoover powerplant for fiscal year 1954 is 
made up of the following components: 
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Fiscal year 1954 program 
Program item: 
Hoover powerplant: 
Construction contracts: Painting generators, units A . 
and A— . $27, 000 
Supply contracts: 
Hydraulic turbine for unit N—8 3. 000 
Butterfly valve for unit N-S : 000 
Governor for unit N+S , 000 
Cylinder gate hoists, driving unit 20, 000 
Furnish and install parts to 2 circuit breakers 59, 000 
Architectural netalwork, units A-3, A—4, and A-9 £0, OOO 
Indirect costs , : 135, 000 
Denver office » (110, 000) 


Total. powerplant . 614, 000 


The Denver office program of $110,000 is for engineering pre¢ onstruction costs 
to cover designs, specifications, and preliminary work on unit N-S. The gen 
erator has been changed from the originally contemplated rating of 82,500 kilo 
volt-amperes to 110,000 kilovolt-amperes with considerably different electrical 
characteristics and moment of inertia. The existing transformer bank for units 
N-7 and N-S will have to be modified to take care of this increased capacity 
Existing bus connections to the transformer bank may have to be modified to in 
crease the capacity. sSecause the special designed generator-voltage circuit 
breakers for previous units have long been out of production, it may be necessary 
to use circuit breakers with considerably different physical size and bus connec 
tions. This would change the originally contemplated bus structures between 
the unit N-& generator and the circuit breakers and between the circuit breakers 
and the existing transformer and transfer bus structures and require modifica 
tion of the existing concrete structure. This is even more complicated than a new 
plant since the changed equipment will! have to be fitted into an existing structure 

This means that previous equipment specifications cannot be used and that 
entirely new designs and specifications for this equipment will have to be pre 
pared. In addition after contracts have been let, it will be necessary to review 
and modify as necessary, a considerable number of manufacturer’s drawings 

Under competitive procurement procedure, the auxiliary electrical equipment 
including main control switchboard, generator control cubicle, unit auxiliaries 
control board, station service power board, and switchyard control and protective 
relay board must be coordinated with similar existing equipment for proper fune 
tioning of the new unit. 

Because the capacity of turbine in unit N-S will be approximately 28 percent 
greater than existing turbines and rated at lower head, it will involve entirely 
new design layouts. equipment specifications, piping systems, and installation 
drawings. The turbine manufacturer’s designs will be entirely new and will 
require complete review prior to approval. 

Estimated cost of designs and specifications for this unit compares favorably 
with cost for first-year design on units A-3 and A—4 which was $100,600 

A breakdown of design cost for unit N—-8 for fiscal year 1954 follows: 
Mechanical design ; hikbeint j $19, 000 
Structural design : icishs ‘ é 9, 000 
Turbine design__- ‘ ; : , 46, 000 
Electrical design 28, 000 
Laboratory work and printing specifications 8, 000 


Tetahcaes cubs. Tat 110, 000 


Davis Dam Prosecr. Artzona-NEVADA 


Senator CorpoN. What is the next item? 
Mr. McPuait. The Davis Dam project. 
Senator Corpon. The justification may be inserted at this point. 
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(The justification referred to follows :) 


Davis Dam ProOJEcT, ARIZONA-NEVADA 
Fiscal year 1934 program—Revised budget allowance 
(Ref. BR 316) 


Fiscal year 1954 new funds 
Fiscal year 1954 obligation 


WORK PROPOSED FISCAL YEAR 1°54 


During fiseal year 1954, all work at Davis Dam will be completed. The fiscal 
year 1954 program also provides for completion of Prescott, Maricopa, and 
Cochise substations and Knob switchyard; installation of the second trans 
former bank, now temporarily installed at Prescott substation, in the Parker 
230-kilovolt yard; procurement of the second unit and associated equipment for 
Gila substation; initiating construction of third circuit for the Gila-Wellton 
Mohawk line; installation of the project microwave system; and the bulk of the 
construction work on the new substations and additions for APA wheeling. 


House allowance: 
New funds e j $2, 952, 920 
Carryover funds : 105, 000 


Total, program 3, 357, 920 


’ 
HOUSE REPOR'1 


“Davis Dam project.—The committee has disallowed $464,080 of the budget 
request. This amount was programed for mircowave equipment which is spe- 
cifically disallowed. 

“The committee has information to the effect that a private utility may be 
willing to construct transmission lines and other facilities, for which $2,149,887 is 
programed in the budget, to tie its own steam plant into the Davis Dam dis 
tribution system. Should the utility which owns this plant make an acceptable 
proposition, the committee instructs the Secretary to accept their proposal.” 


Restoration requested : 
New funds leah etree a, ae SRE ; $774, 080 


Restoration of $774,080 is requested which, with $405,000 of prior year balance 
estimated to be available and $2,952,920 appropriation allowed by the House will 
finance a program of $4,132,000. 

General plant transmission system (microwave equipment), $464,080 

This amount will purchase and install microwave equipment to supplement 
the present inadequate carrier-current system, The integrated operation of this 
complex and extensive power system requires a dependable, fast, and efficient 
communication system. The existing carrier current now has so many channels 
that the system frequently becomes jammed and during periods of adverse 
weather conditions, complete failures are common. It is, therefore, essential 
that steps be taken as soon as possible to provide more adequate and dependable 
communication equipment for efficient operation of the Davis transmission system 
and for remote control of equipment. 


General reduction, $310,000 


It is also requested that the $310,000 general reduction be restored so that the 
remaining work will proceed as scheduled, A substantial portion of the work 
affected by this reduction is activity programed for the prior fiscal year which 
was not performed and which should be prosecuted in fiscal year 1954 to comply 
with the project schedule. By June 30, 1953, this project will be about 96 percent 
complete and until the remaining facilities are finished it will not be possible 
to meet the increasing demands for power. This in turn will result in losses 
in power revenues to the Government, loss of production in crops and industry, 
and will hinder the development of arable lands in the area. 
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INCREASED TRANSMISSION LINE AND SUBSTATION CAPACITY 


Mr. McPuam. Mr. Chairman, the work provided in the Davis Dam 
project is primarily to increase the transmission line and substation 
capacity to accommodate an arrangement which has been effected 
between the Bureau of Reclamation, the Arizona Power Authority 
and the principal private utility in the State, the Arizona Publi 
Service Co. 

Senator Corpon. | note you have a 230-kilovolt line, and you have 
substations. To what reduction are you committed in your switches or 
substations? In other words, at what volts do you deliver the power 
to the Arizona State entity and to the private companies? 

Mr. McPuatn. The delivery is made at various voltages 

Senator Corpvon. Between what and what, the maximum and 
minimum ? 

Mr. McPuatm, One hundred and fifty-four thousand volts is the 
highest and 13,800 volts is the lowest delivery that is made. The work 
here involved in connection with transmission lines is at 115,000 volts. 
Four short stub lines involved in order to tie the Bureau transmission 
system into a 200,000 kilowatt steam plant which is being constructed 
by the private utilities. Power from that steam plant would be taken 
on the transmission system and redelivered to the Arizona Power 
Authority and the Arizona Public Service Co. at various points in the 
State. 

ACCOUNTING PROCEDURE 


Senator Corpon. Do you have any accounting setup whereby you 
can determine whether the Government will be repaid for the trans- 
mission lines and substations? 

Mr. McPuatit, Yes, sir. We will not only be repaid but the project 
as a whole will reap considerable additional net revenues from this 
arrangement. At the same time the other parties involved will be 
able to get service at very much less than would be required by any 
other arrangement that we can devise. 

Senator Munvr. Mr. McPhail, have you read the House report? 

Mr. McPuat. Yes, sir. 

Senator Munpr. What have you to say about the conditions that 
the House made specifically disallowing the $464,080 of the budget 
request on the theory that some private utility is ready and willing 
to construct these transmission facilities? 

Mr. McPuat. Following the House report, Senator Mundt, con 
tact was made with the private utility in the area, as a result of which 
a letter was written to the Assistant Secretary of the Interior, Mr. 
Aandahl, in which the utility indicates no willingness to contract these 
programed facilities. The utility emphasized that time is of the es- 
sence insofar as construction is concerned and recommended that the 
Bureau proceed without delay. 

I have with me a copy of the letter which that utility addressed to 
Assistant Secretary Aandahl, which I would like to have put in the 
record. 

Senator Corpon. It will be in the record. 















































































































































1836 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 





(The letter referred to follows :) 


Arizona PuBLic SERVICE Co., 
Phoenix, April 29, 1953 


Hon. Frep G. AANDAHL, 
Assistant Secretary, U. 8S. Department of the Interior, 
Washington, D.C, 

Dear Mr. AANDAHL: In answer to a request from the United States Bureau 
of Reclamation for a letter statenient covering the status of the new steam 
electric power plant being constructed near Red Ro:k, Ariz., I will briefly cover 
the project from the very beginning. 

Early in 1951 it became apparent’ that because of the rapid growth of power 
loads throughout the State brought on by defense requirements, and the rapid 
growth of the State agriculturally and industrially, that a major steam power 
plant must be constructed and ready for operation no later than early 1954. 
In order for the plant to be most effective to meet these load conditions through 
out the State, studies showed that the location of the plant should be such as 
to make most effective use of the United States Bureau of Reclamation, Davis 
transmission system in Arizona to transmit power from the new plant to points 
in Arizona. 

Load conditions throughout the State at this time emphasize the wisdom of 
this program, 

Discussions for transmission of power from the new plant were begun in 
August of 1951 with the United States Bureau of Reclamation and the Arizona 
power authority, the letter already using the United States Bureau of Reclama- 
tion, Davis transmission system for transmitting Arizona’s share of Colorado 
River power in Arizona, resulting in agreement on general terms and conditions 
being set forth in letters of intent dated December 14, 1951, and December 17, 
1951, between the United States Bureau of Reclamation and the Arizona power 
authority and between the company and the Arizona power authority, re- 
spectively. 

The letter of intent from the Arizona power authority to the company stating 
terms and conditions was acknowledged and accepted by the company Janu- 
ary 11, 1952, advising the authority to proceed to draw up a formal contract 
The letter of acceptance is cited in the record of 1953 hearings before the sub- 
committee on Appropriations, House of Representatives, part 3 page 8837, and 
gives a résumé of plant capacity, location, and relation to existing United States 
Bureau of Reclamation, Davis transmission system in Arizona. 

The companion letters of intent and acceptance respectively between the 
United States Bureau of Reclamation and the Arizona Power Authority were 
similarly processed at about the same time. 

The formal contracts covering all terms and conditions agreed to in the 
letters of intent have been finalized and are awaiting signature. 

During the negotiating period, planning and design of the new plant was in 
progress and construction at the plant site began in October 1952—first for the 
installation of one 100,000-kilowatt unit and shortly thereafter the second 
100,000-kilowatt unit was ordered so that the plant capacity as now planned 
will be 200,000 kilowatts. To date overall construction stands at 15-percent 
complete. Some of the particulars are as follows: F 

Improvement to site 75 percent complete, including railroad spur, grading, 
and fencing. 

Well drilling for water supply is almost complete on three wells. 

Water storage tank is approximately 88 percent complete. 

Warehouse facilities 100 percent complete; service building and machine 
shop now under construction. 

Subfoundation on the boilers and turbogenerators are almost complete, and 
one turbogenerator pedestal is already poured. 

Expenditure to date on the site is approximately $1% million: commitments 
on equipment approximately $12,700,000 and estimated total cost of the plant 
is $26% million. The plant is scheduled for completion in the third quarter of 
1955. The first 100,000-kilowatt unit is scheduled to be in commercial operation 
by May 1, 1954, and the second 100,000-kilowatt unit about May 1, 1955. The job 
has progressed without any delays. There have been an average of 160 men 
employed in the construction, and progress to date is on schedule. 

The Committee on Appropriations of the House, in its report prepared to 
accompany H. R. 4828, has approved expenditure of funds for additions to the 
Davis transmission system, The report states: 
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“The committee has information to the effect that a private utility may be 
willing to construct transmission lines and other facilities, for which $2,149,887 
is programed in the budget, to tie its own steam plant into the Davis Dam distri- 
bution system. ‘Should the utility which owns this plant make an acceptable 
proposition, the committee instructs the Secretary to accept their proposal.” 

The construction of these facilities will mean that power from this new plant 
will be transmitted to various parts of the State over the United States Bureav 
of Reclamation Davis transmission system, thus making more power available 
in the whole area and improving the reliability of the present transmission 
service, 

The additions to the transmission system proposed comprise enlargements of 
substations and small but essential links in the transmission system. We do not 
feel that it is reasonable that such facilities should be in joint ownership and 
divided responsibility; however, this company would be willing to consider 
any future proposition as the Secretary of the Interior might have as to the dis 
position of any or all facilities which would not result in such joint ownership 
and divided responsibility, with full and complete understanding that there are 
other utilities and agencies in the State of Arizona which would be involved. 

We would like to emphasize that time is of the essence as far as the construc- 
tion of these facilities is concerned, and the United States Bureau of Reclama 
tion should proceed without delay in constructing these facilities. 

We trust that this information will lead to the immediate approval by the 
Senate Committee on Appropriations to appropriate funds for this construction. 

Very truly yours, 
Grorce H. Grou, Vice President 

Senator Munpr. That was not quite an answer. 

Mr. McPuatm. Perhaps I misinterpreted your question, Senator 
Mundt. 

Senator Munpr. There are two parts of it. I think you did a little 
bit, Mr. McPhail. They disallowed $464,080 specifically for the 


microwave equipment, and also disallowed, as I reread this testimony, 
some $2 million on transmission lines. I think you answered the $2 
million. 

Mr. McPuai. That last one was the one to which I addressed my 
answer. 


ELIMINATION OF MICROWAVE EQUIPMENT 


Senator Munpr. Correct. Will you also comment on why they 
would disallow that microwave equipment specifically ? 

Mr. McPuat. I am not certain just why they disallowed that. 

The situation is this: that in a very extensive transmission system as 
we have there, involving interconnections not only with Bureau plants 
at Hoover Dam, Davis Dam, and Parker Dam but also all of the pri- 
vate utilities in the southern California and Arizona area, it is essen- 
tial that the highest type of communication be available so that the 
system can be kept operating properly all the time. 

Senator Munpr. I am not an architect or engineer, and I am at a 
handicap on this committee, I can see that. But is this a radio system 
by which they refer back and forth to difficulties on the line and com- 
munications of that kind? Is that what you are talking about? 

Mr. McPuam. That is correct; that is what it is. It is a type of 
radio equipment which provides a large number of channels not only 
for communication but for the transmission of meter readings and 
other information regarding the physical characteristics of the system. 

Senator Munpt. Is that pretty much standard operating procedure 
in a project of this kind? 

Mr. McPuan. It is; yes, sir. We have carefully studied the matter, 
and in our opinion this is the most economical method of getting satis- 
factory service to cover this particular function. 
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LETTER REGARDING PRIVATE UTILITY LINE CONSTRUCTION 


Senator Corvon. With respect to the letter which I have here, I 
would suspect it was written by the Bureau of Reclamation, by the 
way. There is some curious language there that rings a bell in my 
mind. However, I note this. On page 3 of this letter, the letter 
first quotes the statement of the House, which is as follows: 

The committee has information to the effect that a private utility may be will- 
ing to construct transmission lines and other facilities, for which $2,149,887 is 
programed in the budget, to tie its own steam plant into the Davis Dam distribu- 
tion system. Should the utility which owns this plant make an acceptable propo- 
sition, the committee instructs the Secretary to accept their proposal 

The letter follows: 

The construction of these facilities will mean that power from this new plant 
will be transmitted to various parts of the State over the USBR Davis transmis 
sion system, thus making more power available in the whole area and improving 
the reliability of the present transmission service. 

The additions to the transmission system proposed comprise enlargements of 
substations and small but essential links in the transmission system. We do not 
feel that it is reasonable that such facilities should be in joint ownership and 
divided responsibility ; however, this company would be willing to consider any 
future proposition as the Secretary of the Interior might have as to the disposi- 
tion of any or all facilities which would not result in such joint ownership and 
divided responsibility, with full and complete understanding that there are other 
utilities and agencies in the State of Arizona which would be involved. 

Is anything done in looking toward an attempt to deal with that 
company with respect to whatever lines might be involved so as to get 
rid, as the letter suggests, of the problem of divided responsibility, or 
is that possible ? 

Mr. McPuat. The only way, Mr. Chairman, that I would know of 
to get rid of divided responsibility would be Government disposition 
of the entire transmission system. In this particular case, with regard 
tc the transmission lines, there are 4 very short lines involved, 3 of them 
“ach about 5 miles long and 1 about 30 miles long, coming in the center 
of the transmission system. 

Senator Corpon. I see. 

Senator Munpr. Mr. McPhail, this four-hundred-and-sixty-four-odd 
dollars is reimbursable; is it not? 

Mr. McPuat. Yes, sir. 


COST OF MICROWAVE INSTALLATION 


Senator Corpon. Is that a payment on account of a microwave in- 
stallation or does it pay for the whole of it insofar as this project is 
concerned ¢ 

Mr. McPuat. Yes, sir; that finishes the work in connection with the 
microwave installation. 

Senator Corvon. How much have you spent already on it, or does this 
both begin and finish it? 

Mr. McPuatr. There has been spent in that connection roughly 
$10,000. The total estimated cost is $475,000. 

Senator Corpor. What have you done with the amount you have 
spent? Do you have a completed unit of mocrowave or is it useless 
unless you finish it ? 

Mr. McPuat.. I am sorry, I could not give you the details on that, 
Mr. Chairman. 
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Senator Corpon. Would you provide those details for the record ¢ 

Mr. McPHam. Yes, sir; we will be glad to do that. 

Senator Corvon. Which I think is in common with other provisions 
of hke character on different items that the House acted on, and we 
ought to have specific information. 

(The information referred to follows :) 

There is programed in fiscal year 1953, $10,000 for engineering studies, pre 
liminary designs, and specifications werk on this mocrowave installation. No 
construction work will be undertaken nor will any contract awards for equipment 
be made during fiscal year 1953. 


CACHUMA PROJECT, CALIFORNIA 


Senator Corvon. The next item is the Cachuma project in California. 
That is in the Santa Ynez River Basin ? 

Mr. Markwe tt. Yes, sir. 

Senator Corvon. The justification may be inserted in the record at 
this point. 

(The justification referred to follows :) 


CACHUMA ProJect, CALIFORNIA 


Fiscal year 1954 program—revised budget 
1 f { 


(Ref. BR 324) 
Q? 


Fiscal year 1954 new funds p a ‘. .. $6, 546, 2 
82 


Fiscal year 1954 obligation- al ; : ee OY 


WORK PROPOSED, FISCAL YEAR 1954 


The program for fiscal year 1954 schedules completion of the Carpinteria sec- 
tion of south coast conduit, the Ortega and Carpinteria regulating reservoirs, 
and the Goleta distribution system. The fiscal year 1954 program is proposed 
with the view of continuing work on the Tecolote Tunnel and starting construc 
tion of the Summerland and Carpinteria distribution systems which are the 
final phases of the project. This will make water available for the affected 
areas early in fiscal year 1955. 

House allowance: new funds $6, 546, 782 
Restoration requested__—_- ss ial ne None 


Senator Corpon. Have you finished construction of the dam? 

Mr. Marxwe... Jt is very nearly completed, sir. 

Senator Corpon. Is it completed to the point where you are be- 
ginning to fill the reservoir ¢ 


TECOLOTE TUNNEL DIFFICULTIES 


Mr. Markwew. Storage started in November 1952. Our principal 
difficulty has been on the Tecolote Tunnel, where we have encountered 
large amounts of water. 

Senator Corpon. I recall that there were prophecies made at the 
time this matter was heard before the committee that you would 
encounter those large amounts of water, and if you would put a few 
laterals in you would get all the water you needed without putting in 
the dam. How much are you getting now out of the tunnel? ; 
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Mr. Markwett. I have not seen a recent figure on that, sir. The 
last I heard there was about 2.000 gallons a minute, I believe. 

Senator Corvon. 2,000 gallons a minute? 

Mr. Marxwett. I believe that is correct, sir. I would like to look 
that up and correct it for the record. 

Senator Corpon. All right. 

Mr. Markwet.. It is a very considerable amount of water. 

Senator Corpon. Give us a report on just. what is coming from the 
tunnel. That is where they have a dam over a mountain range from 
Santa Barbara and they have tunneled through the mountain range 
to take the water from the Santa Ynez Reservoir over on the other 
side of the range to aid in the municipal supply of Santa Barbara and 
to furnish irrigation for the citrus orchards on the opposite side of the 
range from the range. 

(The report requested is as follows :) 

The flow has varied from as much as 3,400 gallons per minute to 2,400 gallons 
per minute at the end of April. The seepage water flowing from the tunnel is 
transported through the Goleta section, south coast conduit to Lauro Canyon 
where it is taken by the city of Santa Barbara and the Montecito County Water 
District. A temporary contract for the sale of this water has been made with 
the Santa Barbara County Water Agency. For this temporary service the agency 
is to pay $15,000 for the year ending June 30, 1953. 


CrentTrRAL VALLEY. CALIF. 


Senator Corpon. The next item is Central Valley. We will insert 
the justification in the record at this point. 
(The justification referred to follows :) 


CENTRAL VALLEY, CALIF 
Fiscal year 1954 program—Revised budget 


(Ref. BR 330) 


Fiscal vear 1954 new furds_ 
Fiscal year 1954 obligation 


WORK PROPOSED, FISCAL YEAR 1954 


Fiscal year 1954 will be a peak year in the construction of the Folsom power 
facilities and the Folsom transmission facilities. The pregram provides for the 
start of installation of the generators, the completion of the 230-kilovolt trans 
mission line, and continued construction activities on the Nimbus Dam, power 
plant, and appurtenant works. Ranking second to this major item is the continu 
ation of distribution system construction for the various irrigation districts. 
This year will also be a peak year in the construction of Sly Park Dam and con- 
duits with a program embracing major construction of Sly Park Dam, Saddle 
Dam, and reservoirs, tunnel, and conduit, as well as a continuation of the final 
design of the permanent Delta fish-protection facilities and the facilities of the 
Sacramento Canals unit. The program also calls for the completion of the West 
Side Road at Shasta Reservoir. Other items in the program are turnouts and 
wasteways along the Friant-Kern and Delta-Mendota Canals. 

House allowance: 
New funds-_ ; tf. ite ..... $11, 452, 20 
Carryover funds__-- ‘ ‘ diniiag smo 20-000, 


Total program 
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HOUSE REPORT 


“Central Valley project——The following items budgeted for this project are 
specifically denied : 


Folsom transmission facilities , re , . $656, 686 
Tracy-Contracosta-Clayton-Ygnacio transmission line . 60, 000 
Tracy switchyard et bt Spathidmdecildeatdhiin du bse . 70, 000 
Preference customer metering facilities__......___ aditthiictiensie lata ilke 220, 119 
Wola wower TRCN NOG on in ons siren ose i ‘inns tmevitahl, GOSS, 660 


“In addition to these adjustments in this project, $1,000,000 of the 1953 un- 
obligated balances in the construction and rehabilitation program, over and above 
the $10,182,007 programed for use on the Central Valley project, is to be used 
for final planning and construction of the Sacramento canals. 

“Appropriations for the Folsom 230-kilovolt transmission line are being with- 
held at this time in order to bring the completion of this line more nearly on 
schedule with the expected initial operation of the Folsom power plant. The 
reduction of $6,000,000 in the funds programed for the Folsom power facilities, 
will serve the same purpose of matching up the construction schedule with that 
of the Corps of Engineers for the dam itself. 

“The committee recommends that the Secretary of Interior undertake studies 
to determine savings in Federal funds and other advantages which could accrue 
to the project if existing structures and materials on hand for the proposed 
Folsom transmission line were transferred to the publie utility serving the area, 
and the Folsom and Nimbus power integrated into the regional transmission sys- 
tem under the power wheeling and interchange contracts which went into effect 
after initial appropriations were made for this proposed line. Under questioning 
by the committee, representatives of the utility testified that the company would 
be willing to reimburse the Government for the full costs of such structures and 
materials. 

“Wunds previously allocated by the Bureau for preference customer metering 
facilities appear to be adequate for the metering of present customers, accord- 
ing to testimony received. Future customers may be metered under a rental ar- 
rangement available to the Bureau, and therefore no additional funds are re- 
quired until after such customers are acquired and detailed metering cost data 
has been made available to the committee. 

“The committee is deeply concerned over reported substantial reductions in 
power revenues which will accrue to the Central Valley project as a result of 
power sales contracts recently executed with certain public agencies in the pro- 
ject area. According to testimony received by the committee, these reductions 
could seriously impair the ability of the project to pay out its reimbursable costs 
and in any event would reduce the financial aid to irrigation provided for in legis- 
lation authorizing the project. 

“The committee urges the Secretary of the Interior to withhold, or withdraw 
approval of, and suspend further action under, such public agency contracts 
until (1) the effect of the contracts on project feasibility and on project water 
users may be determined by the Department, (2) an opinion as to the legality 
of the contracts has been rendered by the Solicitor of the Department, and (3) 
the matter has been submitted to the Comptroller General for his review and 
opinion.” 


Restoration requested: New funds__--- ‘ , ._... $1,022, 318 


Restoration of $1,022,318 is requested which. with $10,900,000 of prior year 
balance estimated to be available and $11,452,202 appropriation allowed by 
House, will finance a program of $23,374,520. 

Folsom transmission facilities, $656,686 

This amount as included in the fiscal year 1954 revised estimates is to be 
used for completion of the transmission line now under construction which 
will connect the power-generating facilities at Folsom and Nimbus powerplants 
with the grid transmission system of the Central Valley project at the Elverta 
switchboard. 

The restoration of the deleted funds is requested to provide the Bureau of 
Reclamation with an outlet for generating facilities which will have a total 
installed capacity of 175,500 kilowatts. The responsibilities for the genera- 
tion and sale of electric power of this magnitude makes it mandatory that an 
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interconnection to the principal grid be fully controlled by the operating 
agency. Over $1 million has been invested in this line to date and all major 
features are completed or under contract. 

Tracy switchyard, $70,000 

The amount programed for the Tracy switchyard in fiscal year 1954 was to 
be used for the preparation of designs and specifications and purchase of an 
oil circuit breaker and accessory equipment an¢ installation of 230-kilovolt 
eontrol board. 

The Tracy switchyard is the terminal for the Shasta-Tracy via Oroville and 
Sacramento 230-kilovolt transmission line, and the two 230-kilovolt Shasta- 
Tracy west side lines. From this load center, power is supplied to the Tracy 
pumping plant, the Contra Costa Canal system pumping plants at 69-kilovolt 
and to the Pacific Gas & Electric Co. at 230-kilovolt under the power sales and 
wheeling agreements. The switchyard is now in service and substantially 
complete for providing service to present loads. It is essential that the re- 
duction made by the House for this item be restored to provide for the instal 
lation of the 230-kilovolt control board and: for design and purchase of a 230- 
kilovolt oil circuit breaker. 

Preference customer metering facilities, $220,119 

The above amount included in the fiscal year 1954 program was scheduled to 
be used for the purchase and installation of metering equipment as required 
for preference customers contracting for power from the Government under 
the wheeling service agreement. 

The restoration of the deleted funds is requested to provide for metering the 
electrical energy which is supplied over the Pacific Gas & Electrie Co. system. 
Metering facilities are necessary in order to determine the amount of powe1 
that has been delivered and the resulting power bills. They are also necessary 
to determine what payments will be made to the P. G. & E. Co. for wheeling 
the power involved. Furthermore proper metering is an essential part in 
determining what financial assistance power revenues will contribute to re- 
payment of the irrigation allocation of the project costs. 

General reduction, $75,513 

This amount represents general reduction in unspecified items of the Central 
Valley project construction. Restoration of this amount is requested to allow 
construction of project facilities te proceed at the reduced rate allowed by the 
revised budget. 

Folsom power facilities 

The fiscal year 1954 program for Folsom power facilities as shown on the orig 
inal budget estimate program was $14,424,327. The House report specified that 
this feature should be reduced $6 millien, leaving a fiscal year 1954 program of 
$8,424,327. The program proposed for Folsom power facilities in the revised 
budget, and for which restoration of $4,141,071 cost program to be financed with 
prior year funds is requested, is $12,565,398. This amount is a combination of 
fiscal year 1954 work and unperformed fiscal year 1953 work carried over. Cur 
rent information indicates that the Corps of Bngineers plans to have water 
available for power production by the spring of 1955. The cost program proposed 
in the revised budget conforms to the program of the Corps of Engineers for the 
fiscal year 1954. This program will place the Burean in a position to develop 
power when Folsom Dam water is made available for power production under 
the Corps’ schedule. The restoration requested is essential if the Bureau’s 
generating facilities are to be complete in time to meet this schedule. 
Explanation of table 

In preparing the revised budget for the Central Valley project, the elimination 
of specific items and the application of general reductions reduced the fiscal year 
1954 obligation program from the original budget estimate of $31,021,387 to 
$24,374,520, a reduction of $6,646,867. The House report, based on review of the 
original estimate, specified a total Ceneral Valley program for fiscal year 1954 
of $23,352,202, or an additional reduction of $1,022,318. Of this reduction, $946,- 
805 is for specific transmission facilities, excluding the reduction of $60,000 for 
the Camp Stoneman substation which had already been deleted in the revised 
budget. Restoration has been requested herein for the specific program items 
totaling $946,805 and the general reduction of $75,513 to restore the total Central 
Valley program to the level approved in the revised budget. 
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The attached table shows, by major features of the Central Valley project, the 
House action program, the restorations requested, and the program based on the 
requested restorations with the financing of each feature identified as to prior 
year or new funds. The last column of the table captioned “Proposed total pro- 
gram” is the revised budget program, with $1 million made available for the 
Sacramento canals unit by an equivalent general reduction in other program 
items. 

As shown by the table, the unliquidated obligations anticipated for fiscal year 
1954 increased between the original budget estimate reviewed by the House and 
the revised budget estimate by over $4 million. This increase represents reserva 
tions to contractors for work which was to have been performed in fiscal year 
1953 and has now been deferred until fiscal year 1954. 
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Senator Corpon. With respect to Central Valley, what was the oc 
asion for the substantially $11 million carryover ¢ 


CARRYOVER OF FUNDS 


Mr. Lineweaver. Last year, you recall, Senator Cordon, in the com- 
mittee report there was a specific reservation of about $10 million 

that had been appropriated for the distribution systems in the San 
Jona n Valley where litigation and other factors were preventing 
from carrying forward the construction program as contemple.ted. 
And because of the uncert: iinty of the situation we called the aften- 
tion of the committee to the matter and since the funds had been ap 
propriated and since we had our plans made and the districts were 
looking for the construction and the distribution systems, the com 
mittee reserved the $10 million for that purpose. 

Senator Corpor. What is the nature of your litigation‘ 

Mr. Lineweaver. It is quite a long story, but I will make it as brief 
as possible. The situation is this: In the Tulare Superior Court, Judge 
Jones, of Lake County, was assigned to hear this case, which was the 
validation of the Ivanhoe distribution system repayment and water 
service contract also, after lengthy hearings and arguments and so 
forth extending over a year or more. Judge Jones last fall handed 
down his opinion. He held that, as I recall without going into too 
much detail, on two principal points which were that the acreage 
limitation in the contract contravened the constitution of California 
and, secondly, that the matter of water rights was in conflict with th 
State laws. Therefore, he rejected validation, and that case is now on 
appeal and efforts are being made to expedite the consideration by 
the high court. 

Now, on the other hand, however, the same type of contract, with the 
same provisions in it, have been validated in the Santa Barbara Su- 
perior Court in California in relation to the Cachuma project. That 
is on appeal by certain protestants to the contract. So, under these 
circumstances we are in this position: one superior court case in Cali- 
fornia, and there were others too in the southern San Joaquin munici- 
pal district several years ago and in Contra Costa County, that were 
validated. But the more recent case, since the agitation in California, 
was the Santa Barbara or the Cachuma project case, where the court 
validated the contract after a contest not quite as lengthy or as emo 
tional, you might say, as the one in the Tulare Superior Court. 


EFFECT ON PROJECT BY SUSTAINING OPINION 


Senator Munpr. What happens to the project if the opinion of 
Judge Jones should be sustained ? 

Mr. Lixewraver. The Ivanhoe distribution system has been com- 
pleted. The question has not been over the obligation of the district, 
so far as repayment is concerned. That stands, and we anticipate no 
difficulty in protecting the Government’s investment under the obliga- 
tion assumed by the district. But the objections run to these two 
major points: the question of the control of the water and the water 
rights and to the acreage limitation. 

Senator Cornon. But if this question of water rights comes into the 
case that is 3 basically your whole Central Valley concept, is it not ? 


32224—53— pt. 2——_46 
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Mr. Lineweaver. That is true, Senator Cordon. In this respect, 
[ understand it from a layman’s point of view, the opinion runs to the 
manner in which it was handled rather than to the right of these 
people in the district to contract for the water 

Senator Corpon. Do you think if the final decree is that you have 
handled it wrong that you can go back and unhandle and rehandle it 
right ¢ 

ORIGINAL PROJECT PLAN 


Mr. Lineweaver. I would assume since the Central Valley project 
let us go back 15 years or more—was originally conceived by the State 
of California, beginning in 1934 or 1935. When the plan was turned 
over to the United States, and the Secretary of the praniir and the 
Bureau of Reclamation were catapulted into the proposition. We 
picked up the basic plans of the State to transfer water from the Sacra 
mento tothe San Joaquin Valley and for the construction of the Friant 
Dam on the San Joaquin River, and to provide for an interchange of 
water there. Therefore, our feeling with respect to the water situa 
tion is that that is a factor that could not be very well abridged. 

Now, I may say this: the State of California did enter the Ivanhoe 
case, first In opposition to the Ivanhoe contract and then subsequently 
the position was reversed, and in the final windup the State supported 
the validity of the contract. 

Senator Corvon. Are you working under the 160-acre limitation ‘ 

Mr. Lronewraver. Yes, sir. 

Senator Corpon. Assuming—and we have got to assume the worst 
picture here—assuming that you get an aflirmance of the Supreme 
Court of the position taken in Tulare by the Supreme Court of the 
State of California, I assume that the Government would take tie 
question then to the United States Supreme Court on account of the 
Federal question involved with respect to the validity of the 160-acre 
limitation. 

Mr. Linewraver. That would be a matter for the Secretary of the 
Interior to determine after consultation with the Attorney General. 

Senator Corvox. Let us assume that that may be done for my pur 
pose, and I understand it quite probably might be done. In the in- 
terim—and that might take a long time—what is the situation with 
reference to furnishing water in the area / 

Mr. Linewraver. We have proceeded, Mr. Chairman, on the basis 
that these contracts were entered into by the irrigation districts in 
good faith, each one of them. We have 11 contracts that have been 
approved by the voters of the districts at the polls by varying ma 
jorities, and we assume that the contracts are made in good faith. 
The districts need the water and the position of the Bureau supported 
by the Department has been that we should proceed because we felt 
that the financial investment of the Government in the distribution 
systems and in the water service contracts which provide for delivery 
of water from Friant-Kern Canal and Madera Canal were made i 
good faith, and we therefore should proceed with the construction. 
But the arrangements under which we proceeded with construction, 
while the Ivanhoe case was under consideration, was based on the fact 
that the voters had approved the contract at the polls and had entered 
into it in good faith. The areas needed the water, and therefore we 
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felt that we should continue with the construction and delivery of 
water. 


PRESENT WATER DELIVERIES 


Senator Corvon. Are you delivering water now / 

Mr. Lineweaver. Yes, sir, to the some of these districts where the 
systems have been completed, and we have awarded contracts to pro 
ceed with construction of distribution systems to others. 

On pages 1195 to 1203, part 3, of the hearings before the House Sub 
committee on 1954 Interior Department Appropriations, there appears 
a complete disclosure of the situation, which I made on instructions 
from the Department. 

Assistant Secretary Aandah] has had a memorandum from the So- 
licitor with respect to the award of a contract recently to start con- 
struction on the Delano-Erlimart Irrigation District, and the Solicitor 
held there was no legal objection to proceeding with the award of the 
contract. If I may, I would like to file for the record a tabulation 
which shows the status of the contracts, those that have been vali 
dated, those that have been executed but not yet validated, and the 
Ivanhoe case where the contract has been held invalid, and then one 
case of a repayment contract awaiting execution. 

Senator Corvon. As for the validation by a court, is that required 
under the law or does it just come about in the cases where a dissatis 
fied water user takes the matter to court ? 

Mr. Linewraver. My recollection is that it is required by the recla 
mation law. 

Senator Corpon. In the State of California ? 

Mr. Lineweaver. In all States in which we construct. I know in 
some cases we have held up construction while awaiting validation. 
In Nebraska, for instance, we held up construction of the distribution 
system for nearly 2 years. 

Senator Corpon. | am not familiar with that part of the law. 

Mr. Linewraver. I will check it up and cite the reference to it. 

Senaton Corvon. That will be fine. Without objection, that tabu 
lated statement will be made a part of the record. 

(The information referred to follows:) 

The Omnibus Adjustment Act of May 25, 1926, section 46 (44 Stat. 686, 649 
43 U.S. C. 423e), reads as follows: 

“Spo. 46 [No water delivery on new projects until contracts made by district 
for payment of costs—Cooperation of States—Appraisal and sale of lands in 
private ownership in excess of 160 acres—No water if owner refuses to sell 
Payment required before right to receive water—Payments of operation and 
maintenance charges annually in advance—Public notice when water available.J 
No water shall be delivered upon the completion of any new project or new divi 
sion of a project until a contract or contracts in form approved by the Secretary 
of the Interior shall have been made with an irrigation district or irrigation dis 
tricts organized under State law providing for payment by the district or dis 
tricts of the cost of constructing, operating, and maintaining the works during 
the time they are in control of the United States, such cost of constructing to be 
repaid within such terms of years as the Secretary may find to be necessary, in 
any even not more than forty years from the date of public notice hereinafter 
referred to, and the execution of said contract or contracts shall have been con 
firmed by a decree of a court of competent jurisdiction. Prior to or in conne 
tion with the settlement and development of each of these projects the Secretary 
of the Interior is authorized in his discretion to enter into agreement with the 
proper authorities of the State or States wherein said projects or divisions are 
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located whereby such State or States shall cooperate with the United States in 
promoting the settlement of the projects or divisions after completion and in the 
securing and selecting of settlers. Such contract or contracts with irrigation 
districts hereinbefore referred to shall further provide that all irrigable land 
held in private ownership by any one owner in excess of one hundred and sixty 
irrigable acres shall be appraised in a manner to be prescribed by the Secretary 
of the Interior and the sale prices thereof fixed by the Secretary on the basis 
of its actual bona fide value at the date of appraisal without reference to the 
proposed construction of the irrigation works; and that no such excess lands 
so held shall receive water from any project or division if the owners thereof 
shall refuse to execute valid recordable contracts for the sale of such lands under 
terms and conditions satisfactory to the Secretary of the Interior and at prices 
not to exceed those fixed by the Secretary of the Interior; and that until one 
half the construction charges against said lands shall have been fully paid no 
sale of any such lands shall carry the right to receive water unless and until 
the purchase price involved in such sale is approved by the Secretary of the 
Interior and that upon proof of fraudulent representation as to the true con 
sideration involved in such sales the Secretary of the Interior is authorized to 
cancel the water right attaching to the land involved in such fraudulent sales: 
Provided further, That the operation and maintenance charges on account of 
lands in said projects and divisions shall be paid annually in advance not later 
than March 1. It shall be the duty of the Secretary of the Interior to give public 
notice when water is actually available, and the operation and maintenance 
charges payable to the United States for the first year after such public notice 
shall be transferred to and paid as a part of the construction payment.” 





1849 


punod {| ME SJOBIVUOD JUVUIAt 
PHISIT JIB AUNOH BISOH BIQUOD senyQNO, 
WLIISIC, JV A, MOLA Id JO SAISn[oxe LVSAS [VURBH 
BVIOPUIPL-PI[sC] “FGI IBAA [ROSY ‘suOTeLIdosdds Jo} stloltnvayysiif 


1] UMOT 8 UidISAS TONNGLYSIP 10OJ S[B}IO9 IA UOTLITOUOVEY 
Iw1oignes 


1954 


MOLA UTeT 


000 


[ATIONS, 


\ 


LNOO LNAWAVdISS 


OOL ZZ 2 PHISIC UOPBSALLY Biepeyy 
009 “19% UOTPBSLII] OF 


OO “BRS 7 qu LI] sJOUIYICIIS-ABSPUy’] 
OOL OFS OOT ROL ‘T WLYSIC] UOT BALL] IIIOX 


= 9s 


OOS THO ; OOF “FEL LIISTC] UOlSSL] JIVUTLIEG-OUBIOG 


— 
ne 
x 
~ 
A 
< 


GaLVaViva LBA 14 LOVHLNOO LINAWAVdISY GALNOAKA “DD 


cig ‘9 000 ‘628 ‘8 1d AMO [edjorunyy uynbeor uve aasyynog 
fehl 000 “992 “T PLIISIC] dOrRALL] [B41I0,-) BU0IS 
000 “ES RZR PF 000 “000 “Cc WLIYSI|C] UOPWALIT elourpuyry 
OOL ‘62S cies 000 ‘OFZ WII JW AIUNOD BISOD BIQNOD 


PARTMENT 


NAWKAVdSU GALVATIVA 


D 


> 
\ 


IO! 


e961 ‘1 £61 ‘I 
Ang 101 ute Joye 
PePIBMY ePIEMAY 
[B10 ec6l 
a yd uL0O ‘ e-uer 380. pe Bul 
0} aouRreg $1081] 000 SJoB1]U00 YA j cement “1380 [R107 
UOT}I0UUOA UI $}S0,) UOTP2OM0D UT $3S0.) 7 ) 


> 
\ 


INTEI 


JOLIYSTP 1978 


$}809 FOG IBOA [B 


piusofryny) ‘oalosd ayn, josquay ‘suajsfis uo7yngr.sip fo snzojs fo sishijpuy uoynpnjidnsay 





1850 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


DISTRIBUTION SYSTEM 


Mr. Lineweaver. Further, with respect to the Central Valley dis- 
tribution system, I have a brief statement which shows the whole 
situation and the progress under which it has been carried out, with 
reference to page 1195, and a more complete statement is on pages 
1195 to 1201 of the House hearings on the Interior appropriation bill. 

Senator Corpon. All right, go ‘ahead. 

Mr. Lrneweaver. That is all I have on the litigation end of it 

Senator Corpon. Now, then, we are down to the matter of the 
uppropriation. 

Mr. Lineweaver. Yes, sir. Mr. Markwell and Mr. McPhail have 
that in hand. 

Senator Corvon. Just one moment. In most of the cases where you 
have proceeded before a court of competent jurisdiction as to validat- 
ing these sanres ts, they are uncontested, are they not? 

Mr. Lixeweaver. Yes, sir. I would not know exactly what the ratio 
is, but I ould say that a majority of the cases are uncontested taking 
the West as a whole. 

Senator Corvon. That has been true in Central Valley, too / 

Mr. Lineweaver. Up until the Ivanhoe case came up, and the 

Cachuma or Santa Barbara case. The latter was a pretty hotly con- 
aed case, but as I recall the southern San Joaquin Munie ipal U tility 
Distriet case was not very heated in the contest. That was several 
years ago. 

Senator Corpon. Was it contested at all? 

Mr. Lrnewraver. My recollection is that it was not. 

Senator Corvon, All right: proceed and direct your remarks to the 
specific items then. 


OBLIGATION PROGRAM 


Mr. Markwewt. The obligation program of $23,374,520 will be 
used principally for 3 main items. We are approaching the peak 
of activities with respect to the Folsom power facilities. The second 
largest item is the continued construction of the water distribution 
facilities in the San Joaquin Basin and along the Friant-Kern Canal 
area. The third area is the Sly Park addition, which will also reach 
its peak during this particular year. The other items are more or 
less miscellaneous in character. 

Senator Corvon. I note the House specifically denied certain items. 
Those items appear on page 16 of the House report. Were those items 
in the revised budget ? 

Mr. McPuat. The items are in the revised budget, Mr. Chairman. 
We are not asking for the restoration of all of those sums in toto, but 
restoration of the items under the program proposed which asks for 
restoration of only $1,022,318. 

Senator Corvon. Is your unobligated balance of Central Valley 
the same now as it was when you were before the House? 

Mr. Gouzh. Yes, sir; $11,900,000. 

Senator Corpon. I have got $10,900,000. 

Mr. Gouzé. The additional million, sir, is for the Sacramento 
canals and appears in our summary table at the bottom of the table. 

Senator Corpon. Is there anything further on Central Valley ? 
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Mr. LinewrEaver. Yes, sir, Mr. Chairman. I have the item that was 
added by the House, Sacramento canals unit, for $1 million, and I 
have a statement as to what would be done with that million dollars. 

Senator Corpon. Just summarize and put the complete statement 
in the record. 

Mr. Lrnewraver. The principal feature that would be started 
would be the Red Bank diversion dam and the intakes of the Corning 

canal and pumping plant. All of this $1 million would be financed 
by unobligated carryovers of the Central Valley. 


CORNING CANAL 


Senator Corpon. What is the purpose of the canal? 

Mr. Lineweaver. The canal would eventually provide water for a 
net area of about 205,000 acres in the Sacramento Valley which has 
been subejct to varying conditions and would stabilize this area in the 
upper Sacramento Valley which has been subjected to varying crop 
losses and so forth. 

Senator Corpon. Is it monthly supplemental water? 

Mr. Lineweaver. Yes, sir, but not all. A good deal of it is supple 
mental water. 

Senator Corpon. Where are the termini of the canal, particularly 
of the portion referred to in the House report ? 

Mr. Lanewraver. It is about 120 miles south of Shasta Dam to the 
west and south of Red Bluff, where the diversion dam would be built. 

Senator Corpon. The takeout is near Red Bluff? 

Mr. Lineweaver. Yes, sir. And there is the Corning canal and 
pumping plant down to the southward there. 

Senator Corpon. That is not 120 ) miles from the dam. 

Mr. Lineweraver. No, it is not, sir. The canal would extend about 
120 miles. The terminus of the c al would be about 120 miles south 
of the dam. 

Senator Corpon. On which side of the Sacramento River coming 
down ? 

Mr. Lineweaver. It is principally on the west side. 

Senator Corpon. The west side? 

Mr. Lineweaver. Yes, sir, and the Chico Canal over there is on the 
east side. That would not be started at this time. 

Senator Cordon. You may put the complete statement in the record. 

Mr. Linewkaver. Yes, sir. 

(The statement referred to follows:) 


CENTRAL VALLEY PROJECT, CALIFORNIA, SACRAMENTO CANALS UNT1 


The Sacramento canals unit of the Central Valley project was authorized by 
Public Law 839 enacted by the Slst Congress on September 26, 1950. Section 5 
of this public law provided that no expenditure of funds shall be made for con 
struction until the Secretary of the Interior, with approval of the President, has 
submitted to the Congress a completed report and finding of feasibility under the 
provisions of the Federal reclamation laws. In accordance with this require 
ment, a report and findings establishing the feasibility of the unit was submitted 
to the Congress by the Secretary on January 18, 1953. 

The construction of the Sacramento canals and appurtenant works would per- 
mit the irrigation of a net area of about 205,000 acres. Irrigation of this area 
would be accomplished through the construction and operation of three main 
canals diverting water from the Sacramento River. The largest of these is the 
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Tehama-Colusa gravity canal extending 120 miles from Red Bluff along the west 
side of the valley to a point near the Colusa-Yolo County line. A diversion dam 
would be constructed across the Sacramento River near Red Bluff to provide the 
required flow into the canal headworks, The other two proposed canals are the 
Corning Canal, 26 miles long on the west side of the valley, and the Chico Canal 
19 miles long on the east side of the valley. These two canals would be supplied 
by pumping from the river. No unusual problems in construction are anticipated 
The water supply from the Central Valley project storage reservoirs existing 
and under construction is ample for present requirements. The cost of the afore 
mentioned facilities is currently estimated to be $52,179,000. 

With the provision of $1 million for the Sacramento canals unit as proposed 
by the House, final planning for the initial facilities of the unit will be completed 
und construction will be initiated on the Red Bank diversion dam and the 
Corning canal and pumping plant. Final planning activities will include resolu 
tion of the remaining diversion problems by the Bureau of Reclamation jointly 
with the State of California and designs and specifications will be prepared as 
required. Other work programed to be carried out in fiscal year 1954 will inelude 
related investigation work in order that construction of the remaining features 
of the unit may be started in the following years and carried out in the most 
feasible manner. 


RESTORATION REQUESTED 


Mr. McPuat. We request restoration of the items that are covered 
on page 16. I would like to put a statement in the record covering 
them. 

Senator Corpon. All right; that is fine. Without objection, that 
may be done. 

(The statement referred to follows :) 


CENTRAL VALLEY—PowWER FEATURES 


The House of Representatives eliminated the program for the Folsom trans 
mission facilities, the Tracy switchyard facilities, and the preference customer 
metering facilities and reduced the program for the Folsom power facilities. 
Full restoration of the program to the budgeted amounts is requested. 

The Folsom transmission facilities are required to interconnect and integrate 
the Folsom and Nimbus powerplants, now under construction, with the existing 
Central Valley grid transmission system. It does not serve any customers. 
Should the transmission line be denied and the Government be forced to integrate 
the Folsom and Nimbus powerplants with the Central Valley grid system by 
wheeling over transmission lines of others, at 1 mill per kilowatt-hour it would 
cost the Government $400,000 more a year than if the Bureau had its own facili 
ties. All materials, including conductor, is on hand for the transmission line 
and steel and equipment for the switching station are on order. The elimina- 
tion of funds in fiscal year 1954 would cause a stoppage of all work and delay 
completion by 1 vear, plus time to resume construction after funds were made 
available. Completion of this transmission line and switching facilities by the 
time power is available for transmission over them is essential. Power is cur- 
rently scheduled to be available in 1955, and the Bureau should be allowed to 
proceed with its orderly and economic program as presently scheduled and funds 
to accomplish this should be restored to this item. 

The revised budget program of the Tracy switchyard is for the installation 
and payments for main control board extension and transfer breakers to replace 
existing temporarv means of control to the Pacifie Gas & Electric Co. line No. 2 
and ineludes modification of oil lines and improvements of drainage and road- 
wavs in the switchvard area. The program for the Traey switchvard should 
be restored so that the Bureau may complete permanent equinment installations 
required to deliver power to the Pacific Gas & Blectric Co. in accordance with 
eontract 175r—2650. 

The preference metering ecuipment item shonld be restored to its full budget 
proeram in order that the Government can accurately determine the amount 
of power that is delivered to its customers in the most economical manner. The 
effect on the program of the elimination of funds would be that no metering 
eonld be purchased for wheeling to the Sacramento Municipal Utility District 
and several small customers. We would be obligated to pay the Pacific Gas & 
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Electrie Co. 14.4-percent annual rental for the meters in accordance with con 
tract 175r-2650. On Sacramento Municipal Utility District alone this would 
amount to approximately $40,000 per year. It would only take 7 years for 
rental charges to equal the cost of facilities. Pacific Gas & Electric Co. would 
have to construct 50 percent of the Sacramento Municipal Utility District meter 
ing facilities brand-new. Incidentally, the same contract with the Pacific Gas & 
Electric Co. states “Rent of any metering equipment or part thereof shall be 
for such temporary period of time not exceeding 12 months as may be desired 
by the United States.” Compared with 14.4-percent annual rental, the annual 
charges for Bureau equipment would only be about 5 percent annually If 
the contract for Ames Laboratory is signed, there would be considerable addi 
tional rental for this installation in addition to any stated above. Mare Island 
is a good example of the savings to the Government by purchase instead of 
rental. By special agreement, 1 year rental period limit was waived. Renta 
for 20 months cost $8,250, and Government has now purchased total installation 
for $30,700. In this case it would have taken only 6 years for rental to equal 
the purchase price. 

The program for the Folsom power facilities should be restored to the budgeted 
amonnt in order that the program may proceed in an orderly manner so facilities 
will be completed by the time the Corps of Engineers will have water for release 
through the penstocks for power production in 1955. 

Senator Corpvon. Are there any questions? 

Senator DworsHaxk. On Central Valley? 

Senator Corpon. Yes. 


COMPLETION FUNDS 


Senator Dworsuak. I was going to ask Mr. Lineweaver if this table 
was correct showing that there is required to complete the project 
$442 million. Does that have to be appropriated for the future ? 

Mr. Linewraver. Yes, sir, if all features are built. That includes 
certain facilities; it includes the Sacramento canals, the Trinity divi 
sion, for which no funds are requested in this—— 

Senator Dworsnax. How many years will it take to complete Cen- 
tral Valley project? 

Mr. Linewraver. That would depend on the state of appropria 
tions and budgetary situation and things of that kind. 

Senator DworsHax. Twenty years? Thirty years? Forty years? 

Mr. Lineweaver. We would hope—I do not expect to be around 
in 30 or 40 years—but I would hope to see it further along in much 
less than that. Our program, subject to appropriations, would be 5 
years. 

Senator Dworsnak. What do you estimate it would take? 

Mr. Laneweaver. It could be completed in 10 to 15 years, if you had 
an orderly program. The other features included in the program, 
Senator Dworshak, are the steam plant at Delta for which funds have 
been denied, and all of those items that I have just mentioned would 
total a hundred million dollars or more. And then there is still con 
siderable work on the distribution systems in the San Joaquin Valley. 


IRRIGATION AND POWER FACILITIES 


Senator DworsHak. What percentage of this total development is 
irrigation, and what percentage power? And what is the total cost, 
considering the money that has already been appropriated and ex- 
pended ? 

Mr. Linewraver. I would like to check the record, but my recollec 
tion is that about 70 percent is irrigation facilities and about 30 per- 
cent power. 
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Senator Dworsuax. How much has already been expended ? 

Mr. Lrnewraver. There has already been expended for the Central 
Valley as of June 30, 1952, $374,256,784. 

Senator Dworsuax. Making a total cost of about $800 million ? 

Mr. Lineweaver. $856 million. Let me point out there, Senator 
Dworshak, that while the cost of the irrigation system facilities and 
the facilities chargeable to irrigation show that ratio of 70-30, the 
reverse is true of the contribution of power to finance the irrigation 
development. 

Senator Dworsnak. Is there a shortage of power in that area now 
of California ? 

Mr. Linewraver. Mr. McPhail can speak about that. 

Mr. McPuat. I do not believe there is an immediate shortage 
there. The loads are growing very rapidly, and it is necessary for 
everybody involved in power supply in the State to continually build 
new facilities to take care of the very rapid growth. 

Senator Dworsnak. You are reasonably sure you can dispose of 
all the power that is generated by the Bureau of Reclamation in that 
section of California? 

Mr. McPuaw. Yes, sir; I believe there would be no difficulty what 
soever. 

Senator Munpt. In the House report, Mr. McPhail, the question is 
raised concerning the legality of the contracts being entered into for 
the disposition of that power. Are we running into some more litiga- 
tion in addition to the acreage matter, the matter discussed earlier 
this morning? Are we running into litigation about the power 
contracts ¢ 

Mr. McPuau.. I cannot answer for the attorneys on that, Senator 
Mundt, but my understanding is that there is no doubt about the 
legality of the contracts. There is no doubt in my mind about the 
ability of the revenues to be received to pay the project out within a 
50-year period, with a substantial surplus, without using the interest 
components at all. That would be returned to the United States 
‘Treasury. 

Senator Munpr. In other words, you do not feel that these three 
objections listed by the House should cause us any matter of concern ¢ 

Mr. McPxrau.. I do not believe so. 

Senator Munpr. Has not the Solicitor of the Department looked 
over those contracts prior to this time ’ 

Mr. McPuat. I could not say whether he has or not, Senator. 

Senator Munpr. The implication here is that the contracts have 
never been passed on by the Solicitor of the Department because it 
says to hold things up until an opinion as to the legality of the con- 
tracts has been rendered by the Solicitor of the Departinent. 

Mr. McPuam. When the contracts were entered into they went 
through the normal procedure covering examination by the Solicitor’s 
office, which was the Solicitor of the previous administration. I do 
not know whether the present Solicitor has given that matter any 
direct examination or not. 

Senator Menor. It might be that to which the House committee 
referred. 
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Mr. Lineweaver. I think that is a point. May I interject this 
statement there, that that is correct. The previous Solicitor approved 
the contracts as to legality, and the matter has been, I understand, 
brought informally and perhaps more or less formally to the atten- 
tion of the present Solicitor, Mr. Clarence Davis, who has had con 
siderable experience with power matters in Nebraska. 

Senator Munpr. Is he now in the process of reviewing these con- 
tracts as to legality? Do you know? 

Mr. Lineweaver. I do not know what his schedule is for approach- 
ing this, Senator Mundt, but I know it has been brought to his atten 
tion as a result of the House committee report. 


FURTHER DISCUSSION OF FOLSOM DAM 


Senator Corpvon. Has there been anything in the record with re 
spect to the present status of the work on the Folsom Dam? The 
House indicates that $6 mi'lion was not allowed Folsom power facili 
ties solely because they fel. chat the construction schedule of the Corps 
of Engineers on the dam itself was behind and the amount could be 
held over and still have the facilities ready by the time they were 
needed. 

Mr. Lineweaver. Mr. Chairman, there have been discussions with 
the Corps of Engineers here and between the district engineer at 
Sacramento and our regional people with respect to this. The latest 
information that we had was that the corps felt that their program 
was not going to be delayed to the extent indicated by the House 
committee report, and I would like to submit for the record the latest 
information that we are able to secure from the corps with respect to 
that. 

Senator Corpon, Is there anything on that point in the statement 
you furnished, Mr. McPhail? 

Mr. McPuatm. No, sir; not on that point. My understanding of 
the latest information from the Corps of Engineers is that they ex 
pect the water level in the pool behind the dam to be sufficient for 
power production by April of 1955, and that is a delay of some 5 or 
6 months from the early estimate on first generation in September of 
1954, 

Senator Corvon. Are there any lines there now to carry that power? 
It would be, of course, a lesser amount than was to be available or 
would be available when you got a complete head. 

Mr. McPuat. The only line I am personally familiar with is a 
115,000-volt line of Pacific Gas & Electric Co. that runs fairly close to 
the plant, within a mile or so. The status of the 230,000-volt line to 
connect into Sacramento is that all of the footings are in and the 
towers are being erected, and probably by the close of this fiscal year 
the towers will all be up. This will leave only the conductors to be 
strung to complete the job. 

Senator Corpon. Thank you very much. 

It is 12:30, so we will recess at this time until 2 o’clock. 

(Whereupon, at 12:30 p. m., the subcommittee was recessed to be 
reconvened at 2 p. m., this same date.) 
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AFTER RECESS 


Senator Dworsnak (presiding). You may proceed. 


CENTRAL VALLEY Progecr 


Mr. LaneweAver. Mr. Chairman, I would like to return to the 
Central Valley project and insert two letters from the Corps of Engi 
neers relating to their construction program for Folsom Dam. One 
is dated May 7, 1953, from Colonel Whipple, representing General 
Chorpening, Assistant Chief of Engineers. The other is from Colonel] 
Haug, the district engineer at Sacramento. 

Both of these letters confirm the statement we made this morning 
that Folsom Dam is not running behind schedule as had been reported 
and that it appears that during the spring of 1955 Folsom Dam will 
be completed to the point that controlled-water releases could be made 
through the penstocks and provide for the generation of power. 

Therefore, it is our position that the restoration of the funds in 
the program for Folsom Dam should be made in order that we can 
coordinate our program with that of the Corps of Engineers. 

Senator Dworsnak. They may be placed in the record. 

(The letters referred to follow :) 


Corps OF ENGINEERS, UNITED STATES ARMY, 
OFFICE OF THE DISTRICT ENGINEER, 
SACRAMENTO DISTRICT, 
Sacramento, Calif., April 27, 1953. 
The RectionaL Drrecror, 
United States Bureau of Reclamation, 
Regional Office, Region 2, Sacramento, Calif. 

Dear Str: Reference is made to your letter of April 27, 1953, requesting advice 
as to the effect the several difficulties encountered in the construction of Folsom 
Dam will have on completion to the point that the reservoir power pool could 
be utilized for power generation. 

The construction of the dam has been delayed by destruction of two spans 
of the construction trestle. by flood flows in January 1953 which prevented the 
placing of concrete on the right abutment during the winter season, and by 
discovery of a fault condition underlying a portion of the left abutment which 
will necessitate additional foundation excavation and treatment prior to con 
crete placement. Since fault condition has not been completed as yet, resched- 
uling of the work because of the above-cited delays has not been completed. 
However, on the basis of the information now available, it appears that during 
the spring of 1955, Folsom Dam will be completed to the point that controlled 
water releases conld be made through the penstocks. 

Sincerely yours, 
C. C. Have, 
Colonel, Corps of Engineers, District Engineer. 


—_—_—- 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE CHIEF OF ENGINEERS, 
Washington 25, D. C., May 7, 1958. 
The COMMISSIONER, BUREAU OF RECLAMATION, 
Department of the Interior, Washington 25, D. C. 

Dear Srr: Reference is made to the inquiry of Mr. Mermel of your staff 
concerning the latest information available on the scheduled progress of the 
Corps of Engineers’ project Folsom Reservoir, Calif. 

I understand that on April 27, 1953 our district engineer at Sacramento advised 
Mr. Boke, regional director of the Bureau of Reclamation, that the Folsom 
project has been delayed about 1 vear, in effect, from the prior schedules 
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Our concreting operations at Folsom are expected to be sufficiently complete 
that storage of water can commence to elevation 327 (minimum power pool) 
early in 1955. The storage will, of course, depend on the flow and it appears 
possible that there may be sufficient water stored to fill the minimum power 
pool by April 1955, but probably no later than June. Filling to the minimum 
power pool requires the storage of some 100,000 acre-feet of water. The effect 
of commencing storage early in 1955 is that flood-control operations are essen 
tially delayed 1 year, although it appears that Bureau of Reclamation power 
production may only be delayed some 6 to 9 months based on previous plans 
which, I understand, contemplated power production in about September 1954 
Our present schedule contemplates completion of all concreting operations on 
the dam by January 1956. Until this work is completed, full utilization of the 
power pool is, of course, not possible. 

Sincerely yours, 
Wm. WHIPPLE, 
(For C. H, Chorpening, Brigadier General, United States Army, Assistant 
Chief of Engineers for Civil Works.) 


FOLSOM POWER FACILITIES 


Mr. Markweti. With regard to the Folsom power facilities, all 
major contracts have been awarded and are under way and the re 
maining contracts to be awarded next year are merely the minor 
supporting contracts. 

With respect to the Folsom-Elverta transmission line, the major 
contracts have been awarded. The only major one remaining is for 
the stringing of the conductors. 

Senator Dworsnaxk. Proceed, Mr. Lineweaver. 

Mr. Lineweaver. Mr. Chairman, in accordance with the commit 
tee’s permission, I am submitting the following statement on thx 


Status of Investigation of Southwest Contra Costa County Water 
District system. 
(The statement referred to follows :) 


The investigations to prepare a report on the Southwest Contra Costa County 
Water District system as provided in the Interior Department Appropriation 
Act, 1953, have been carried on and the report has been received in the Commis 
sioner’s office. 

The engineering plan for the works necessary to convey water from the Con 
tra Costa Canal to an intertie with the anticipated local distribution system 
has been completed. Cost estimates for these works, exclusive of the local 
distribution system, have been made \ repayment analysis, based upon the 
capital and annual cost of the conveyance system, exclusive of the distribution 
system, has been made. 

The conclusions from the studies which have been made are that the main 
conveyance works from the Contra Costa Canal to an intertie with a local dis 
tribution system are feasible from an engineering standpoint. That is, the 
the system would not involve any engineering complieations which would result 
in a deviation from sound engineering practices. We have also concluded that 
the construction costs of the main conveyance system would be in the neighbor 
hood of $6,168,000, that the annual equivalent cost would be $215,500, exclusive 
of power charges, and that the average annual cost of power would be $35,000 
For repayment purposes the maximum water use of 25,000 acre-feet annually 
specified by the Southwest Contra Costa County Water District was reduced 
by 20 percent to allow for contingencies in growth rate and system operation 
A maximum use of 20,000 acre-feet annually was estimated to oceur in the 18th 
year and continue at that annual rate through the 40th year. An annual water 
rate of $27.50 per acre-foot would be required to meet annual operational and 
maintenance costs of the main conveyance system and repay the capital invest 
ment in 40 years at 2 percent interest. This rate of $27.50 per acre-foot includes 
a charge of $10 per acre-foot for water from Contra Costa Canal at the intake 
to the Richmond conduit system. 

The Bureau is experiencing considerable difficulty in arriving at an estimate 
of the cost of the distribution system, which is expected to be constructed be 
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yond the terminal of the Richmond conduit by the local interests. There is a 
problem in arriving at the extent of an adequate distribution system, and also 
in estimating annual costs. The legislative language surrounding the current 
studies requests a determination of the cost of water to the ultimate consumer. 
This cost to the ultimate consumer involves many complicating elements which 
extend beyond the works to be provided by the Federal Government, Some of 
these elements are taxes levied by the local agency, the continuance of present 
tax levies that would not be eliminated by the construction of a separate indus 
trial water system, annual operating cost of the local water agency, lack of a 
definite industrial expansion pattern, treatment costs by the individual indus 
tries, and costs of making connections to the main distribution system by indi- 
vidual industries. Representatives of the Bureau have had a number of con 
versations on these matters with the engineer from,the Southwest Contra Costa 
County Water District and with representatives of the Kast Bay Municipal 
Utility District, including their chief engineer, but so far the information is not 
conclusive, 

This Bureau bas conducted no negotiations of any sort that would be con 
trary to the prohibition set up in the appropriation act, which directed the com 
pletion of engineering studies, but specifically excluded any contract negotia 
tions. 

In summary, the Bureau is on fairly firm ground with respect to the engi 
neering plan and costs of the Richmond conduit itself, but is experiencing many 
complications in arriving at a reasonably firm figure for the added costs that 
would be involved in conveying the water from the end of the Richmond con 
duit on to the ultimate consumer. 


Kern River Prosecr 


Senator Dworsuax. The justification wil] be inserted in the record. 
(The justification referred to follows :) 


KERN River Progect, CALIFORNIA 
Fiscal year 1954 program—revised budget allowance 
(Ref. BR 339) 


Fiscal year 1954 new funds th : ies $10, 000 
Fiscal year 1954 obligation : alia : ; Ses . 20,000 


WORK PROPOSED, FISCAL YEAR 1954 


The program for fiscal year 1954 provides for continuation of the repayment 
studies and repayment contract negotiations. 
House allowance ah : ‘ 5 None 
Restoration requested : 
New funds ‘ 4 ieee 7 $10, 000 
Additional carryover funds saaieaion - 10,000 
(i) Kern River project, $10,000 

Restoration of $10,000 is requested which, with $10,000 of prior year balance 
estimated to be available, will fmance a program of $20,000. 

‘iis amount will provide for the continuation of the repayment studies and 
repayment contract negotiations. In order that the potentials of this project 
may be utilized fully upon completion of the construction work, and to insure 
the return to the United States of reimbursable costs, contracts must be nego- 
tiated for repayment of costs allocable to irrigation benefits. A subsantial part 
of the work affected is activity scheduled for the prior year which has been 
deferred. These operations should be performed in fiscal year 1954 to comply 
with the project schedule. 


Mr. Lineweaver. This item is a small amount. We are asking for 
the restoration of $10,000 on the Kern River to enable us to finance the 
constructed by the Corps of Engineers. Under the Flood Control Act 
repayment and related studies in connection with Isabella Dam being 
of 1944 the Secretary of the Interior will handle the irrigation water 
released from Isabella Dam. 
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Kines River Prosecr, CAnrrornta 


Senator Dworsuak. The justification wil] be inserted in the record. 
(The justification referred to follow :) 


Kines River Provecr, CALIFORNIA 


Fiseal year 1954 program—revised budget allowance 
(Ref. BR 343) 


Fiscal year 1954 new funds 
Fiscal year 1954 obligation 


WORK PROPOSED, FISCAL YEAR 1954 


The program for fiscal year 1954 provides for continuation of the repayment 
studies and repayment contract negotiations. 


House allowance dislnd ‘ box ; ._.. None 
Restoration requested : 
BI A ici heh iccindias ceevenrtneriaoee ; . $2,000 
Additional carryover funds 4 ' ‘ aeaialle 2, 324 
Restoration of $2,000 is requested which, with $2,324 of prior year balance 
estimated to be available, will finance a program of $4,32 
This amount will permit the continuation of the repayment studies and repay 
ment contract negotiations. In order to utilize fully the potentials of this project 
upon completion of the construction work, and to insure the return to the United 
States of reimbursable costs, contracts must be negotiated for repayment of 
cost allocable to irrigation benefits. 


Mr. Lineweaver. The next item is the restoration of $2,000 on the 
Kings River project in California. The same statement is made with 


respect to the need of that money to finance repayment contract nego 


tiations in connection with release of water for irrigation purposes 
from Pine Flat Dam. 


Cororapo-Bicg THompson PRrRowectT, CoLorapo 


Senator DworsHak. The justification will be inserted in the record 
(The justification referred to follows :) 


CoLorApvo-Bia THOMPSON PROJECT, COLORADO 
Fiscal year 1954 program revised budget 
347) 


Fiscal year 1954 new funds 
Fiscal year 1954 obligation 


WORK PROPOSED, FISCAL YEAR 1954 


The fiscal year 1954 program will provide for the completion of all storage 
carriage, and power generation facilities except for the Boulder Creek, St. Vrain, 
and South Platte supply canals which will be completed in the following year 
This will involve minor completion work on the Willow Creek feeder cana! 
system and Horsetooth feeder canal; completion of Estes Park-Foothills power 
system, Estes Pole Hill and Salida-Gunnison transmission lines, conversion ot 
the Akron and Yuma Substations to 115-kilovolt operations and installation ot 
communication and control equipment; and continuation of construction on the 
St. Vrain and Boulder Creek supply canals. Construction will be initiated on 
the South Platte supply canal, on service and gas lines for the Loveland Camp 
and equipment will be acquired for operation and management purposes. Con 
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struction of the last project transmission facilities will continue with comple 
tion scheduled for fiscal year 1955. 











House allowance: 
New funds 

Carryover funds 
Total program - 


HOUSE 





REPORT 


“Colorado-Big Thompson project —The committee has reduced the amount pro 
gramed for this project by $388,000 which amount was programed for the Flat 
iron-Valmont transmission line.” 

Restoration requested__.__.__-__-.----_- ves ; None 
Mr. Linewraver. Mr. McPhail and Mr. Markwell will handle that. 
Mr. Marxwewi. The funds requested for Colorado-Big Thompson 

for the coming year are to provide for the completion of all reser- 

voirs, canals, and power facilities except the Boulder Creek, St. Vrain, 
and South Platte supply canals to be completed the following year. 

That in substance is what the request for $5,362,000 obligation pro- 

gram is for. It is expected the transmission facilities will be com- 

pleted by 1955. 

Paonta Prosecr, CoLorapo 


Senator Dworsuak. The justification will be inserted in the record. 
(The justification referred to follows :) 


PAONIA PROJECT, COLORADO 
Fiscal year 1954 program—revised budget allowance 
f 7 { 


(Ref. BR 355) 


Fiscal year 1954 new funds ; $7, 000 
Fiseal year 1954 obligation ‘ 75, 200 


WORK PROPOSED, FISCAL YEAR 1954 


Program for fiscal year 1954 includes work on the enlarged and extended 
Fire Mountain Canal, technical assistance and guidance in water exchange 
problems, and completion of operating agreements with water users’ organiza 
tions. 


House allowance: 
New funds ; . None 
sO 199 


Carryover funds 









Total program . 9, 422 
Restoration eee : 
New funds abe aria italiieataeiceMaiasiiaai ‘ 7, 000 


Additional carryover funds________- ‘ et 58, 778 


een em - om anewe oamena = ’ 





Restoration of $7,000 is requested which, with $68,200 of prior-year 
estimated to be available, will finance a program of $75,200. 

This amount will enable the project to complete its program of canal priming 
and puddling and provide for lining of the canal in critical areas as a protection 
against seepage. 

A major portion of the work programed from fiscal year 1954 is activity 
scheduled for the prior year which has been deferred. These operations should 
be performed in fiscal year 1954 to allow compliance with the project schedule 
which contemplates completion of all presently authorized construction in fiscal 
year 1954. The program will also provide for the technical assistance and guid 
ance in water-exchange probems and completion of operating agreements with 
water-users’ organizations. In order to place the project facilities in a satis 
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factory operating condition so that the water users can obtain maximum bene- 
fits, it is essential that the work on this project continue on schedule. 





Mr. Markwe tu. On this project we are asking for the restoration 
of $7,000, which with $68,200 of prior year balances estimated to be 
available will finance a program for $75,200. This amount will en- 
able the project to complete its program of canal priming and pud- 
dling and provide for the lining of the canal in critical areas as 
protection against seepage. 

The reason for that carryover, a relatively small item, is because 
we took bids for the canal lining last fall and those bids were excessive 
and had to be rejected. Since the work cannot be done except during 
the nonirrigation season, we have to wait until next summer to read- 
vertise for canal lining, with construction to be done in the fall. 


































MINIDOKA PROJECT, IDAHO, NORTHSIDE PUMPING DIVISION 





Senator DworsHak. The justification will be inserted in the record. 
(The justification referred to follows :) 







MINIDOKA ProJEcT, IDAHO, NoRTHSIDE PUMPING DIVISION 





revised budget allowance 






Fiscal year 1954 program 






(Ref. BR 365) 


Fiscal year 1954, new funds_-..._.___-.__-~. sch citedtnbtine«: Ft. ten 
Fiscal year 1954, obligation__--__~ welt lem ; sunaa 2,408 C8 






WORK PROPOSED, FISCAL YEAR 1954 









Program for fiscal year 1954 includes the drilling of 33 new wells, construction 
of a lateral system for 20 wells, and purchase and installation of pumps and 
motors for 20 wells, subjugating an additional 10,000 acres of land. Surveys 
are to be initiated and specifications prepared for irrigation works of unit A of 
the division, comprising 13,650 acres. Construction of a small amount of trans- 
mission line is contemplated and construction of a substation and distribution 
lines to 35 wells will be in progress. 










House allowance: 
New funds —_- ws . $1, 068, 000 
Carryover funds x None 









Total program__- 1, 068, 000 









HOUSE REPORT 






“Minidoka project, northside pumping division—The committee has reduced 
the amount programed for this project by $559,000, which was for electrical 
facilities which the Bureau advises may be eliminated.” 






Mr. Lineweaver. We are not appealing the House figure of $1,068,- 
000. The House eliminated $559,000 from the estimate for the cost 
of transmission facilities and switchyards. 







NEGOTIATION WITH IDAHO POWER CO. 










In that connection may I say we are negotiating with the Idaho 
Power Co. to build the transmission lines necessary to service that 
unit and provide all of the facilities. The regional director told me 
by phone that he anticipated there would be a satisfactory contract 
worked out. 

Senator DworsHax. This reduction in funds does not affect the 
number of wells which will be taken care of? 
32224—_53—-pt. 2 47 
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Mr. Lineweraver. No, sir; it does not. I have a statement here 
which I will be glad to put in the record which shows the schedule 
that we have in mind for the Northside pumping division. We expect 
to have the first land of 72 farm units comprising 7,289 acres available 
for settlement by veterans along in the latter part of this summer. 
They will get on the land and should be able to begin operations next 
year. 

Senator DworsHax. What date are you holding that drawing, 
August 4? 

Mr. Linewraver. August 4; yes, sir. 

Senator Dworsuax. Are you receiving a lot of applications? 

Mr. Laneweaver. I anticipate we will as the time approaches. The 
experience has shown we have anywhere from 100 applicants up for 
each unit. These are very desirable units. Some of this land has 
been under cultivation through leases and it is highly productive. I 
will place this statement in the record which deals with the program. 

Senator DworsHak. Without objection, it will be placed in the 
record. 

(The statment referred to follows) : 


SETTLEMENT PROGRAM—MINIDOKA PrRoJEcT, NortH Sipe PUMPING Division, IDAHO 


The land comprising the north side pumping division of the Minidoka project is 
public land which when supplied with irrigation water will be available to 
settlement by veterans. There is a strong demand for this land as indicated by 
the several hundred letters received from veterans inquiring when the land 
would be opened to settlement. 

The first land opening is scheduled for the last half of fiscal year 1953 when 
72 farm units comprising 7,289 irrigable acres will be made available to veterans. 
About 100 farm units comprising approximately 10,000 irrigable acres are sched- 
uled for opening in 1954 and approximately the same number in 1955 and 1956, 
while about 235 would be opened in 1957 according to present schedules. 

The new settlers on this division will be faced with land clearing and leveling, 
layout of the farm distribution system, institution of approved irrigation prac 
tices and other problems. Through provisions of a memorandum of understanding 
with the University of Idaho arrangements have been made for the services of 
an assistant county agent who wil! give special assistance to these new settlers. 


CONSTRUCTION AND REHABILITATION 


The north-side pumping division is a long-deferred unit in the ultimate devel- 
opment of the Minidoka project. This division consists of 69,500 acres of land 
of which 58,850 acres will be served by ground-water pumping, and 13,650 acres 
will be served by pumping from the Snake River. 

Prior to fiscal year 1953 a small investigation program, primarily experimen- 
tal in nature, was made to definitely establish the adequacy of the ground-water 
reserves. As of last June 30 there were 11 walls in operation, serving some 
5,100 acres and about 15 observation walls were being studied. Concurrently 
with the Government’s work, private operators were developing their adjacent 
lands through pumping. The work so far performed by the Bureau and the 
success of the private developments indicate conclusively that there is an ade- 
quate supply of ground water in the area. On the results of these studios and 
the indications that substantial benefits that will accrue, the Senate Appropri- 
ations Committee recommended and funds were provided for the start of a 
5-well program for fiscal year 1953. The Bureau immediately started work on 
this program and all major contracts have been awarded for this initial work. 

With the funds requested for fiscal year 1954, it is proposed that 33 new wells 
will be drilled and that construction on the lateral system will be brought up 
to the level necessary to bring about 10,000 acres of land into production each 
yeer for fiscal years 1954, 1955, and 1956 and the balance of the land in the next 
3 years. Further designs and specifications will be prepared to accomplish this 
program as well as the preparation of designs and award of contracts for the 
power facilities required to service the pumping plants. 
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Almost all of the land of the north-side pumping division is on Federal public 
domain and full development will make about 700 new farms available for home- 
steading by enterprising veterans, There is strong support for continuation of 
the project by the people in the area and as the project has a very high benefit- 
to-cost ratio, it is highly desirable that work on this unit be continued in the 
most economical manner, as scheduled. 


PALisapEs Prosect, Ipano-WYoMING 


Senator DworsHak. The justification will be inserted in the record. 
(The justification referred to follows :) 


PALISADES Project, IDAHO-WYOMING 


Fiscal year 1954 program revised budget allowance 


(Ref. BR. 370) 


Fiscal year 1954 new funds 


asaan— $17, 650, 000 
Fiscal year 1954 obligation__- 


ae 
WORK PROPOSED, FISCAL YEAR 1954 


The program for fiscal year 1954 includes continuation of construction on the 
reservoir, dam, powerplant, and relocation of roads. Relocation of two more 
sections of United States Highway No. 26 and construction of the Snake River 
Bridge will go under contract during the year. Contracts for clearing addi- 
tional land in the reservoir area will be awarded. Studies by the Forest Service 
for recreational facilities will be continued. The acquisition of right-of-way 
will be virtually completed. A number of supply contracts for miscellaneous 
equipment for the dam and powerplant will be awarded through the year. 
Preliminary survey and engineering work for the Palisades-Idaho Falls trans- 
mission line will be initiated. 

House allowance: 


NE i tccnatcedecnepepsnanen iki Scien dial aerinesiihctices tegen ih aliitaoanaialincea: TA 
Carryover funds__-- d ; 4 meme c a None 


Total program _-_- At cttateadl z isl 16, 220, 000 


HOUSE REPORT 


“Palisades project.—Of the reduction made in the funds programed for this 
project $50,000 was for the Palisades-Idaho Falls transmission line. 
is specifically disallowed. Further, no funds programed for this project are 
to be used for the construction of the Palisades switchyard which will not be 
needed for at least 2 years.” 


This item 


Restoration requested: new funds___.._--______-_ tial tiiaetle $1, 380, 000 


Restoration of $1,380,000 of the reduction of $1,430,000 is requested which, 
with $16,220,000 appropriation appropriation allowed by the House, will finance 
a program of $17,600,000. 

The Palisades project is located in an area which is at the present time suf- 
fering from a power shortage, and the seriousness of this situation is growing 
steadily due to the impact of defense installation in the locality. The need 
for power in the project area was recognized by the Congress which made a 
supplemental appropriation to start the project and was emphasized by the 
Defense Electric Power Administration, which pointed out that the develop- 
ment of phosphate for defense needs as well as power for the atomic energy 
installation at Arco, Idaho, was dependent upon the availability of hydroelec- 
tric power from the Palisades project. In addition, full project development 
will provide water for supplemental irrigation of 650,000 acres of upper Snake 
Valley lands, which are receiving a totally inadequate water supply. Crop 
losses during a dry year in the area to be served by the Palisades Reservoir 
have amounted to some $7 million. Full restoration of the above amount is 
necessary to avoid curtailing the construction program and delaying avail- 
ability of additional water and power in the area. 
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Mr. Markwe tv. I am quite sure Senator Dworshak you are just as 
familiar with Palisades as we are. The contractor is making very 
excellent progress on the prime contract. Progress on other related 
contracts is equally good. 
We will need $17, 600.01 toe arry forward the work now underway. 
I think Mr. McPhail has a clar ifying statement to make in connection 
with a sentence which was in the House report. 


HOUSE REPORT 


Mr. McPuat.. The House report stated the following: 


Further, no funds programed for this project are to be used for the construc 
tion of the Palisades switchyard which will not be needed for at least 2 years. 

We do not understand that statement covered the furnishing of 
main power transformers, although from an accounting standpoint 
it would probably be included in the same account. 

These main power transformers were awarded in February of this 
year W ith delivery to me made in June 1956. During 1954 there will 
be about $200,000 required for the program payments to the manu- 
facturer for those. We do not understand there is to be any inter- 
ference with that payment. We would like to be instructed if that 
is the case. 

The switchyard work itself includes excavation for the yard and the 
construction of a concrete duct for control cables. That work will 
be finished probably this fiscal year, unless we have extremely bad 
weather. 

Senator Dworsnak. How much money did you ask for in this 


fiscal year 1954 for the switchyard? You are not asking for that 
to be restored in full, are you? 


LANGUAGE CLARIFICATION 


Mr. Markwe yu. Well, we are merely asking for clarification of the 
language. No specific amount of funds was deleted. We did want 
to inform the committee that these power transformers which could 
conceivably be classified as “switchyard”—actually they are at the 
powerhouse—were on order. We w anted to bring that matter before 
the committee so you would understand this contract has been 
awarded. 

Senator DworsHak. You are asking for the restoration of the 
original budget with the exception of $50,000 which was for the 
Palisades-Idaho Falls transmission line ? 

Mr. Marxwett. That is correct. 

Senator DworsHax. Will you need all of that money for the trans- 
formers and other incidental power facilities during the next year 
with the exception of the $50,009? 

Mr. Marxwetu. Yes, sir. We will need all of that because we have 
the job well underway. The main contractor is going along in good 
shape. We have nearly all of the other main contracts including a 
number of the highway relocation contracts, already awarded. We 
have the turbines awarded. Consequently, we will need all of these 
funds. 
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RESTORATION OF FUNDS 


Senator Dworsnax. You are asking for restoration of $1,380,000. 
We understand that is all for power facilities, none for the original 
construction of the dam and highway relocation. 

Mr. Markwe Lt. No,sir. The funds requested for restoration cover 
the entire work. The House specifically disallowed only the $50,000 
for the transmission line, but also put in the statement which is—— 

Mr. McPuanw. “Further, no funds programed for this project are 
to be used for the construction of the Palisades switchyards, and will 
not be needed for at least 2 years.” 

Mr. Marxwr vy. The switchyard foundation work is already going 
on as a part of the main contract. 

Senator DworsHak. You will actually be retarded if these funds 
are denied with the exception of the $50,000, or the contractor will ¢ 

Mr. Markwet. I think that is a fair statement. 

Senator Dworsuak. I would like to request that your officials make 
some comment on the proposal that additional funds be provided for 
construction at this time for the next fiscal year because the contractor 
has made exceptional progress and it might be possible to complete 
the dam and powerplant a year ahead of time. Can you comment 
on that ¢ 

Mr. Markwett. If you are asking if we could use more money 
to advance the project a little faster, we could, to very good advantage. 
This is due very largely to the efficiency of the contractor and good 
weather. 

Senator DworsHak. When you prepared your budget for 1954 you 


were not fully aware of the fact they had made progress faster than 
was originally expected ? 

Mr. Marxwe ut. No, sir. 

Senator Dworsuak. I would like to insert in the record at this point 
a brief letter from the contractor pointing out the progress that has 
been made. 

(The letter referred to follows :) 


J. A. JONES CONSTRUCTION Co., 
Washington, D. C., May 6, 1958. 
Mr. F. J. C. DRESSER, 
J. A. Jones Construction Co.., 
Washington, D. C. 

Dear JACK: With reference to our telephone conversation of today, I am 
forwarding you the following information on the Palisades dam and power 
house, on the Snake River near Irwin, Idaho, on which Jones-Tompkins are 
the prime contractors for the Bureau of Reclamation. An abstract on the original 
bid on this project shows that this work was originally scheduled to be com 
pleted in 1,950 calendar days, which would bring about the completion on Sep- 
tember 1, 1957. 

During the current fiscal year which ends June 30, 1953, we have been able 
to make exceptionally good progress, and our estimate is that we will use up 
the 1953 fiscal year appropriations by the end of May 1953. Of course, that 
means that money for the June 1953 will have to come out of the 1954 fiseal year 
appropriations. If we are able to continue work at the same rate in the coming 
years as made in 1953 fiscal year, we believe that the project can be completed 
to a point where power delivery can be made by the end of calendar year 1955. 

In this event we would complete the project approximately 1 year earlier 
than originally scheduled. In order to do this, it is necessary that money be 
available in keeping with the stepped up work schedule. 

Very truly yours, 
J. A. Jones ConstTRUCTION Co., 
By A. L. Pauts, Vice President. 
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Mr. MarkweE.t. I can give you a statement for the record. 

Senator Dworsuak. Please make it brief and explain what might 
be done to expedite this. This is essential primarily because of its 
relationship to the atomic-energy development at Arco and the alleged 
shortage of power expected by 1955 if not at the present time. 

(The information requested follows :) 


PALISADES PROJECT, lpAHO—PossIBLE ExpEDITED PROGRAM 


Due to excellent progress being made on the construction of Palisades Dam, 
it appears that the construction time required to reach initial power production 
and irrigation-water storage on the Palisades project can be shortened appre- 
ciably. This situation is the result of application by the contractor of an in 
genious scheme of river diversion which has resulted in a considerable saving 
of time, and the contractor’s provision of a competent staff and ample good- 
quality equipment. In addition, the unusually favorable weather of last fall 
contributed to the contractor’s ability to prosecute the work at a high rate. 

If these conditions continue and adequate funds are made available, it is 
probable that the storage of irrigation water could be started 1 year earlier 
than presently programed, that is, in fiscal year 1956 rather than fiscal year 1957. 
At the same time, it would be possible to advance the date of initial generation 
of electric power by approximately 4 months. This advancement of completion 
dates would be highly desirable. The furnishing of supplemental water to some 
650,000 acres of land in the upper Snake River Valley, which is the primary 
purpose of the project, and the flood control afforded by the completed Palisades 
Dam are benefits long awaited by the residents of the area. It is estimated 
that the additional power generated in the 4-month period would amount to 
approximately 100 million kilowatt-hours representing a net revenue value of 
$230,000. Furthermore, the Government would receive increased power revenues 
through most of calendar year 1957, as the approximately 12-month advance 
in the closure of the dam would result in a much higher reservoir level by the 
start of electric-power generation. 

In order to realize these earlier goals, it will be necessary to increase the 
revised budget allowance of $17,600,000 for the Palisades project in fiscal year 
1954 by approximately $2 million. his increased amount is necessary in addi- 
tion to the $1,380,000 restoration requested above the House allowance of $16,- 
220,000, These additional funds would be used for payment of primate contract 
earnings for care and diversion of the river, and placing of dam embankment as 
well as for earnings on associated contracts, 

Increase in the fiscal year 1954 appropriation as indicated above would permit 
the Palisades project to proceed in an orderly manner, at an economic rate, and 
would not increase the total estimated cost of the project. Information similar 
to the preceding was furnished to the House Appropriations Committee during 
hearings on the fiscal year 1954 Interior Department appropriation request. 


Fort Peck Prosectr, Mont. 
Senator DworsHak. The justification will be inserted in the record. 
(The justification referred to follows :) 
Fort Peck ProgectT, Monr. 
Fiscal year 1954 program—revised budget allowance 


(Ref. BR 376) 


Fiscal year 1954, new funds_-_- 
Fiscal year 1954, obligation 


WORK PROPOSED, FISCAL YEAR 1954 


The program for fiscal year 1954 includes completion of construction on the 
Circle substation additions, Williston substation additions, Dawson County 
substation, and the O’Fallon Creek substation. The Glendive pumping plant 
tap line will be constructed and energized during the year. Preliminary design 
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work and field investigations will be performed on the proposed 230-kilovolt 
transmission line and substation, and on transmission lines and substations for 
REA and irrigation pumping loads. The radio communication system will be 
expanded, and construction of reactive power control facilities will be initiated. 
House allowance: 
PEO Te nn ictcenntee : ; . —_ $348, 000 
Carryover funds — ~~~ aa : ; 4 2, 000 


Total program__ ‘ee . - : ; 350, 000 
Restoration requested : New funds_____- = : 2, 000 
Restoration of $2,000 is requested which, with $2,000 of prior year balance esti- 
mated to be available and $348,000 appropriation allowed by the House, will 
finance a program of $352,000. 

Restoration of this amount will enable the project to continue its construction 
program in an orderly manner and at the rate originally scheduled. The work 
affected by the reduction is activity scheduled for performance in the preceding 
fiscal year which has been deferred. Restoration of the reduction will allow 
the project to meet its currently approved program. 


Mr. McPuatin. The program for fiscal year 1954 includes comple- 
tion of construction of several substations and a small tapline to be 
constructed for an irrigation pumping plant. It also includes some 
preliminary design work and investigation on an additional trans- 
mission line and general studies in connection with power-system 
requirements to take care of the constantly growing loads of REA’s 
and additional irrigation pumping plants. We are asking for the 
restoration of $2,000 which was deleted in the House report. Our 
total program is $352,000. 


Hunory Horse Prosecr, MonTANA 


Senator DworsHak. The justification will be inserted in the record. 
(The justification referred to follows :) 


HUNGRY HORSE PROJECT, MONTANA 
Fiscal 1954 program, revised budget allowance 


(Ref. BR 384) 


Fiscal year 1954, new funds 
Fiscal year 1954, obligation___.__~~~ 


WORK PROPOSED, FISCAL YEAR 1954 


The program for fiscal year 1954 provides for the completion of all work 
under all contracts for construction and completion of the dam, power plant, 
switchyard, and appurtenant works; for completion of the relocation of Forest 
Service facilities to be inundated by the reservoir; for completion of construc- 
tion and modification of the Government camp and facilities for the use of 
operation and maintenance forces, and for the disposition of salvage of all 
temporary facilities not required after the completion of construction. Installa- 
tion work on two remaining 71,250-kilowatt generating units will be completed 
and the units placed in service in August and November of calendar year 1953, 
House allowance: 


New funds__ Seah lescetuhiid ie _. $23, 000 
650, 000 


Total program_ ; ‘ ; manne Cla, 000 
Restoration requested - ’ ; ; None 


Senator Dworsuak. You are not asking for any adjitinnal funds ? 
Mr. Lineweaver. No, sir. We are not making any appeal on that. 
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Mr. Marxwewtit, On Hungry Horse $673,000 is programed to com- 
B*. = 
plete the major work on the dam and power plant. 






VermMeso Prosectr, New Mexico 


Senator Dworsnak. The justification will be inserted in the record. 
(The justification referred to follows :) 











VERMEJO Prosgect, NEW Mexico 





Fiscal year 1954 program—Revised budget allowance 







(Ref. BR 389) 










1954 new funds 
1954 obligation 


Fiscal year 
Fiscal year 






$1, 
1, 


$72, OOO 
477, OOO 















WORK PROPOSED, FISCAL YEAR 1954 








The program for fiscal year 1954 includes continuation of construction on 
reservoir and dam No. 2, Stubblefield Dam and Reservoir, and reservoir and dam 
No. 13. Construction will be initiated on the Vermejo diversion dam, Vermejo 
Canal, Eagle Tail Canal, lateral system, and drainage system. 















House allowance: 
New funds 


$995, 000 
Carryover 


Se en ee 5, 000 








Total program_____-- RT a io cae he 1, 000, 000 
Restoration requested, new funds dy ‘ 477, 000 







Restoration of $477,000 is requested which, with $5,000 of prior year balance 
estimated to be available and $995,000 appropriation allowed by the House, will 
finance a program of $1,477,000. 

The restoration requested by the Bureau of Reclamation will permit continua- 
tion of the current program leading to completion of the project in the following 
fiscal year. A repayment contract has been executed, designs and specifications 
have been prepared, and construction started on the dams and reservoirs. The 
bids received for work on these dams and reservoirs were very favorable and 
no difficulty in construction is anticipated during fiscal year 1954. In view of the 
foregoing, it is requested that adequate funds be provided to permit continuing 
a program leading to completion in fiscal year 1955 in order that the project will 
become economically self-sustaining and can, through supplying food for the 
increased population in the area, make a real contribution to the defense effort 
Any delay in the fiscal year 1954 program will result in increased costs to the 
Government and will retard the availability of a firm irrigation water supply to 
7,200 acres. 











Mr. Markwewti. The program for fiscal year 1954 amounts to 
$1,477,000 for continuation of work on the Vermejo project. As the 
committee knows, this project is essentially for rehabilitation of the 
project and the work sete go forward and be completed as rapidly 
as is economical. We » asking for a restoration of $477,000 which, 
with $5,000 of atliguend | carryover and $995,000 appropriation al- 
lowed by the House, would finance the program of $1,477,000. We 
have had exceptionally good bids on the initial work and it is going 
right along. 

Mr. Lineweraver. In connection with Vermejo, we have just re- 
ceived from the field a request that consideration be given to switch- 
ing the program around within the available funds. I would like to 
submit a statement for the record on that. It would accomplish the 
same result but would do it a little bit differently, and also reflect 
the effect of the low bids received on initial construction work. 
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(The statement referred to follows :) 


VERMEJO Progect, New Mexico—Proposep REPROGRAMING BETWEEN PROJECT 
FEATURES 


The contract for construction of the prime storage facilities of the Vermejo 
project, consisting of Stubblefield Dam and Reservoir and reservoirs and dams 
Nos. 2 and 13, was awarded on March 4, 1953. The low bid on which the award 
was made was considerably less than had been allowed for in the project esti- 
mate because of the savings resulting from the combining of the several dams 
into one contract. It is proposed to reprogram these savings against other fea 
tures of the project to provide for the maximum amount of reha%ilitation work 
within the repayment ability of the project 

In establishing the original estimate of rehabilitation work to be done on the 
Vermejo project, the repayment ability of the Vermejo Conservancy District was 
a limiting factor. The plan of rehabilitation approved consisted of reconstruction 
or replacement of the structures which were in the worst state of disrepair and 
whose rehabilitation was essential for functioning of the irrigation system. Be- 
cause of the long period of insufficient maintenance to which project facilities 
have been subjected, many other structures were in an extremely deteriorated 
condition, but could not be included in the original plan of rehabilitation because 
of the monetary limitation previously mentioned. With the savings realized, 
it will be possible to rehabilitate a limited number of these structures. The 
proposed procedure will not increase the total estimated cost of the project, will 
result in costs for which the Government will be reimbursed under the terms 
of the present repayment contract, and will result in a more workable and more 
efficient irrigation system. The proposed reprograming does not affect the fiscal 
year 1953 program, but will be reflected by internal shifts of funds between proj- 
ect features in fiscal year 1954 


Senator DworsHak. How much is required to complete this 
project ? 
Mr. Markwe tt. $668,000 after fiscal year 1954, assuming the ap- 


proval of the full $1,477,000 which is requested for the program in 
fiscal year 1954, 


Rio GRANDE Proyecr—Power Division, New Mexico-Trexas 


Senator Dworsuak. The justification will be inserted in the record. 
(The justification referred to follows :) 


Rro GRANDE PrRogect, Power Diviston, New Mextico-TEexas 
Fiscal year 1954 program—Revised budget allowance 


(Ref. BR 394) 


Fiscal year 1954 new funds__- , $529, 000 
Fiscal year 1954 obligation__- cueditiataiiad ‘ 583, 000 


WORK PROPOSED, FISCAL YEAR 1954 


Program for fiscal year 1954 includes initiation of installation of overhead 
ground wires on about 364 miles of 115-kilovolt transmission lines, installation 
of metering equipment, and the initiation of designs for the high voltage switch- 
ing facilities at the Albuquerque substation. Installation of overhead ground 
wires is expected to be completed on about 200 miles of transmission lines during 
the year. Work will also be completed on the water treatment plant. 


House allowance: 
New funds $446. 000 
Carryover funds- aed 54, 000 


Total program _. 550,000 
Restoration requested : 
New funds__--_~ ‘ sd , : -.... 83,000 
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Restoration of $83,000 is requested which, with $54,000 of prior year balance 
estimated to be available and $446,000 appropriation allowed by the House, 
will finance a program of $583,000. 

The restoration requested will prevent a slowdown in the installation of 
overhead ground wire system on the transmission lines of the power division 
of this project. All of the transmission lines of the division are now in use. A 
substantial portion of the work affected by the reduction is prior year activity 
which was deferred. These operations should now be performed in fiscal year 
1954 to allow the project to comply with the approved program which calls for 
completion of overhead ground wires on several sections of transmission line 
in fiscal year 1954 and the remainder in fiscal year 1955. 

Completion of the overhead ground wire system for the power division in 
accordance with current schedule is essential to permit proper system operation 
and to provide required protection. The necessity for reliable service on the 
Rio Grande power system has become especially important as a result of inter- 
connections which are being made with other public and private systems. These 
interconnections are serving commercial and military loads and require the 
best type of protection possible which can be accomplished only by the installa- 
tion of overhead ground wires. With the scheduled completion of such an 
installation, expense outages will be prevented. 

Pending completion of the overhead ground wire installation, partial pro- 
tection for the transmission facilities of the project is available being provided 
by ground-fault neutralizers. Such neutralizers are inadequate to meet the re- 
quirement of the heavy load imposed upon the system and entail the inefficient 
use of available power. 


Mr. McPuat. We are asking for the restoration of $83,000 which 
together with $54,000 prior year balance and $446,000 allowed by the 
House would provide for a total program $583,000. The principal 
reason for this money is to proceed with the installation of the over- 
head ground wire system on the transmission lines which has become 
doubly important because of the further interconnections with other 
utilities in the area and the growing requirements of defense and other 
loads. 

KiamMatu Prosect, CALIFORNIA-OREGON 


Senator Dworsuak. The justification will be inserted in the record. 
(The justification referred to follows :) 


KLAMATH PROJECT, CALIFORNIA-OREGON 
Fiscal year 1954 program, revised budget allowance 


(Ref. BR 401) 


New funds 7 Ore SS ice , Se 700 
Fiscal year 1954 oblig ation__ , 835, 000 


WORK PROPOSED, FISCAL YEAR 1954 


It is anticipated that the Klamath project studies under the pumping division 
will be completed, and appropriate action recommended. Studies looking toward 
the completion of a definite plan report on the Sheepy Lake area will be carried 
on and the report completed in fiscal year 1954. Contracts will be awarded and 
eonstruction started on the laterals, drains, and structures for the Klamath 
Straits unit in the lower Klamath Lake division and the League of Nations 
tract in the Modoc unit. Work will be completed on the Modoe unit pumping 
plants. Public notices will be issued for the homestead settlement of the latter 
areas. Preconstruction work will continue on the raising of Clear Lake Dam. 


House allowance _- 

Restoration requested : 
New funds aainide ~ 
Additional carryover > funds__ 
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(1) Klamath project, $290,700 

Restoration of $290,700 is requested which, with $44,300 of prior year balance 
estimated to be available, will finance a program of $335, 000. 

The requested restoration is necessary to avoid shutting down the entire proj- 
ect construction program with resulting delay in making available the benefits 
in irrigated farms for veteran settlement to be realized from this project. Re- 
storation of the amount deleted will make it possible to maintain an orderly and 
efficient program of construction during fiscal year 1954 which includes com- 
pleting the Modoc unit pumping plants, the laterals of the pumping division, and 
the definite plan report on the Sheepy Lake area. Other work scheduled for per- 
formance during fiscal year 1954 which will be affected by this cut includes con- 
struction on the laterals and farm units of the League of Nations tract, the 
laterals and farm units of the Klamath Straits unit in the lower Klamath Lake 
division, and preconstruction work on raisiiag Clear Lake Dam. This latter 
item is the final step in completing all flood protection works in connection with 
the Klamath project. 


Mr. Lineweaver. We are asking for $290,700 to be added to a carry- 
over which will give us $335,000 for a rather modest program there 
with respect to adjus stments to be made in connection with the open 
ing of lands for settlement in the League of Nations tract and the 
Klamath Strait. We have a few laterals to install and some other 
work to be done. This money is necessary to be prepared for opening 
those lands for settlement. 

Secretary McKay plans to review the situation there and determine 
whether or not to disturb a previous ruling by former Secretary Chap- 
man with respect to division of the land of some 13,000 acres of public 
land between the Bureau of Reclamation for settlement and about 
6,500 acres to be reserved for the fish and wildlife purposes. 

In that connection I would like to refer the committee to pages 1313 
and 1317 in part III of the House hearings where I made a statement 
with respect to the land-leasing proposition on the Klamath project 
and also with respect to the division of the 13,000 acres of land 
between the Bureau of Reclamation and the Fish and Wildlife Service. 

On January 16, Secretary Chapman wrote to Chairman Taber of 
the House Appropriations Committee to which he attached a press 
release in which he set forth his action with respect to that division. 
At the same time Secretary Chapman advised Mr. Taber that he had 
instructed me to be prepared to respond to any questions that might 
be made concerning the decision and also with respect to previous 
appropriations that had been made for the Klamath project over the 
years amounting to some $6 million. ‘These appropriations were made 
on representations by Bureau spokesmen, principally by me, that this 
money was to be used for providing irrigation facilities and flood 
protection to safeguard the settlement of public lands by veterans. 


Provo River Prosect, Uran 


Senator DworsHak. The justification will be inserted in the record. 
(The justification referred to follows :) 


Provo River Prosect, UTAH 
Fiscal year 1954 program—Revised budget allowance 


(Ref. BR 406) 


Fiscal year 1954 new funds. -....--__-__________ 
Fiscal year 1954 obligation 





1872 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


WORK PROPOSED, FISCAL YEAR 1954 


The fiscal year 1954 program will provide for the completion of the Provo 
River channel revision. The amounts appearing in the “Balance to complete” 
column of the schedule of construction program represent potential savings. 


House allowance: 


New funds__-_- a addte ‘hee 4 None 
Carryover funds__- ‘ ices - 7 guns $2064, 749 


HOUSE REPORT 


“Provo River project.—Of the funds programed for this project $200,000 was 
for the Deer Creek powerplant and facilities. This item is specifically dis- 
allowed. The committee ws given informetion at the uearings to the effect 
that the water users organization on the Provo River project may desire to 
construct this powerplant and have made such a proposal to the Secretary.” 
Restoration requested : 


New. Game oo nen ; ‘ tye ' None 
Additional carryover funds i -. $12, 000 


Mr. Markweuu. We are asking for the restoration or, rather, the 
authority to use $12,000 of funds previously appropriated to make a 
total program of $216,749 for work on the Provo River Channel revi- 
sion. As you recall, the completion of the Duchesne. tunnel has 
diverted additional water into this river channel, necessitating its 
widening in some places and the acquisition of flowage easements in 
other areas. That is our program for the coming year. 

Senator Haypen. It is not the construction of the powerplant to 
which the House objected ? 

Mr. Marxwe.. No, sir. There is no appeal on that item. 


Weser Bastn Prosecr, UTAn 


Senator Dworsuak. The justification will be inserted in the record. 
(The justification referred to follows :) 


WEBER BASIN ProJEcT, UTAH 


Fiscal year 1954 program—Revised budget allowance 


(Ref. BR 412) 


Fiscal year 1954, new funds__ “ Se ae $5, 776, 000 
Fiscal year 1954 obligation_ ceancaiale - . eee 5, 776, 000 


WORK PROPOSED, FISCAL YEAR 1954 


The program for fiscal year 1954 includes continuation of construction on the 
Gateway tunnel with funds programed for contractors’ earnings to permit con- 
tinuous tunneling operations throughout the year. Designs and specifications 
will be completed for Wanship Dam and the Davis aqueduct leading to award of 
contracts and beginning of construction. During the last half of the year designs 
and specifications will be prepared for Stoddard diversion works, Gateway Canal, 
Weber aqueduct preparatory to awarding of construction contracts on these fea- 
tures during the last quarter. Designs and specifications will be prepared for 
the Gateway powerplant and switchyard, Wanship powerplant and switchyard, 
and the Wanship transmissoin line, with contracts to be awarded and construc- 
tion started late in the fiscal year on the Gateway and Wanship powerplants and 
the Gateway switchyard. Preconstruction activities on Pineview Dam and Reser- 
voir (enlargement) will be accomplished during the first half of the year and 
designs and specifications completed by the end of the year. All necessary rights- 
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of-way for respective features will be acquired prior to the award of construction 
contracts. 
House allowance: 


New funds... _..--- 
Carryover funds_- 


$5, 500, 000 
None 


Total, program. 5, 500, 000 


HOUSE REPORT 


“Weber Basin project.—Of the reduction in the amount of $1,276,000 which the 
committee has made in the request for this project, $284,000 was programed for 
the Gateway and Wanship powerplants and facilities. These two items are spe 
cifically disallowed in order to provide additional time for negotiations with the 
utility in the area with regard to power supply throughout the project area, 
Restoration requested : New funds____--~~- $276, 000 


Restoration of $276,000 is requested which, with $5,500,000 appropriation 


allowed by the House, will finance a program of $5,7 76,000. 

This restoration is requested to permit continuation of all work on the Gate- 
way and Wanship powerplants and related facilities which was specifically dis 
allowed by the House. 

The present plan of development for the Weber Basin project provides for the 
construction of 2 relatively small powerplants with a combined capacity of 
only 5,400 kilowatts. The primary purpose of these powerplants is to provide 
power for 2 project pumping plants. During the major portion of the irrigation 
season the entire output will be required for this purpose, although a small 
amount of off-season power will be available for sale to preference customers and 
the Utah Power & Light Co. Thus, these powerplants are integral parts of the 
development. It is therefore necessary that the reduction by the House be r« 
stored to permit the completion of final designs and specifications for these fea 
tures and the award of contracts by the end of fiscal year 1954 as now scheduled 

Mr. Markwe.u. We are requesting the restoration of $276,000 
which, with $5,500,000 allowed by the House, will finance a program 
of $5,776,000. This restoration is requested to permit continuation 
of all work on the Gateway and Wanship powerplants and related 
facilities which were specifically disallowed by the House. 

The present plan developed for the Weber Basin provides for the 
construction of these relatively small powerplants which are needed 
for producing seasonal project power for pumping purposes. Ex 
cellent progress has been made on the construction contract for the 
Gateway tunnel and we will need all of these funds in order to continue 
the work. In fact, we have had to notify the contractor that funds 
allotted to him would probably not be sufficient to pay him for earn- 
ings during the remainder of this fiscal year. 


HOUSE REPORT 


Senator Haypen. The House report says that a reduction in the 
amount of $1,276,000 which the committee has made in the request 
for this project, $284,000 was programed for the Gateway and Wan- 
ship powerpl: ints and facilities. These two items are specifically dis- 
allowed, in order to provide additional time for negotiations with the 
utility in the area with regard to power supply throughout the 
project area 

You propose to carry on what you now have and pay the contract; 
is that right ! 

Mr. Markwet.. Yes, sir. It is necessary to begin the work on these 
two small powerplants with a capacity of only 5,400 kilowatts so oe 
will be ready at the same time the other related facilities are ready. 
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The schedules are identical and the power will be used for pumping 
during the irrigation season. There may be a little bit of surplus 
power to be put into the system of the Utah Power Co. or others 
during the winter season. These little powerplants should go for- 
ward now in order to fit the schedule of the other features of the 
project. 

Senator Dworsnax. Aren’t there some negotiations under way now 
with the private utility representatives concerning some possible deal 
that may be made? 


Mr. Marxwe.. The regional director is negotiating with the power 
company. 


Senator DworsHax. You have not consummated any deal yet? 

Mr. Markwert. This is a question of having two small power drops, 
using the power drops to develop se: asonal power to energize our 
pumping plants during the irrigation season. The reason for going 
ahead now is simply a question of scheduling. We have no doubt but 
what an arrangement can be worked out with the power company. 


Cotumpia River Bastn Prosecr, WasHIneTon 


Senator Dworsuak. The justification will be inserted in the record 
at this point. 
(The material referred to follows: ) 


CotuMBIA BAstIn Prosect, WASHINGTON 


Fiscal year 1954 program—revised budget allowance 


(Ref. BR 420) 


eee SERS See  , I ila daanemintmeamegemaninennpnn Gah Sy ON 
PERCE TURE TOO R CUR ret edeteigre eee ent en _ 20,618, 161 


WORK PROPOSED FISCAL YEAR 1954 


The program for fiscal year 1954 provides for the continuation of river channel 
improvement work. Structural modifications isolating the dam, powerhouses, 
and pumping plant will be‘under way and interior finish work on these structures 
will continue. Construction completion in the town and on the service facilities 
at Coulee Dam will be under way and will include the program for slope stabiliza- 
tion and ground cover. A 287-kilovolt autotransformer bank is to be installed 
in the right switchyard. Irrigation works, either complete or under construc- 
tion by the end of the year, will extend to the fifth section of the west and 
east low canals and through the Eltopia branch of the Potholes east canal. 
Right-of-way around the shorelines of Moses Lake and along the alignment of 
the Esquatzel wasteway will be purchased. Laterals and related facilities serv- 
ing 56,000 acres of 1954 lands will be completed during the fiscal year and initial 
irrigation of these blocks will commence in the spring of 1954. Contracts will 
be under way or commencing on facilities for 1955 acreages and work on facili- 
ties serving the 1956 acreages will be started. Operating headquarters, ditch 
riders’ and pump operators’ housing in the isolated areas of the project will be 
constructed, and necessary equipment and temporary construction facilities will 
be provided. The settlement land purchase and project development programs 
will continue and will include planning new towns. Cooperative undertakings 
with the State college and other Government agencies will be carried on. Prim- 
ing, puddling, and testing and necessary deferred or supplemental construction 
on completed works will continue and will include a contract for blanketing a 
portion of the fourth section of the west canal. 


House allowance: 
SO SN Li ere rcanensenadispares op ie a apiinsop pA pat hia Sac pidies eaidoall $17, 286, 444 
Carryover funds 8, 113, 556 
Total program 20, 400, 000 
Restoration requested: New funds 3, 181, 717 
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Restoration of $3,181,717 is requested which, with $150,000 of prior-year balance 
estimated to be available and $17,286,444 appropriation allowed by the House, 
will finance a program of $20,618,161. 

The fiscal year 1954 program ‘for the Columbia Basin project based on the 
revised budget estimate represents a continuation of an orderly construction 
program designed to realize established and recognized irrigation goals in the 
most efficient manner possible. The reduction made by the House should be 
restored to avoid curtailing construction activities on the project irrigation 
facilities which would in turn result in a delay in realizing the irrigation goals. 


RESTORATION OF FUNDS 


Mr. Marxwe.u. Mr. Chairman, we are asking for the restoration 
of $3,181,717 which, with $150,000 of prior-year balance estimated to 
be available and $17,286,444 appropriation al by the House, will 
finance a program of $20,618,161 in fiscal year 1954. 

This fiscal year 1954 program contemp ion s continuation at an 
orderly and economical rate the long-range program under which fa- 
cilities are being completed for the irrigation of additional acres, 
averaging about 55,000 each year, on a schedule looking toward the 
irr igation of over 440,000 acres by 1959. 

The scheduled development rate is an optimum rate considering all 
the related development and settlement problems, as well as economi- 
cal construction. 

The returns in the form of irrigation are just beginning to be 
realized, starting with the irrigation season of 1952, on the huge in- 
vestment that has been made over a period of many years in the 
primary irrigation works that had to be completed before the first 
lands could be served. 

Relatively minor amounts for canal and lateral construction now 
bring large acreages under irrigation each year. 

The House reduction should be restored to avoid curtailing this 
program. 

CARRYOVER FUNDS 


Senator DworsHax. With the carryover funds of $3,113,000 that 
would give you money far in excess of the original budget request, 
would it not ¢ 

Mr. Gouzké. The $3,113,000 shown in the House action was based on 
the distribution of the total amount allowed by the House taking into 
account the obligated carryover (unliquidate d obligations) we antici- 
pate on that project. 

The project is actually reporting in the neighborhood of $150,000 

carryover as shown in column 5 on our table in support of the 
restoration. 

Senator DworsHax. How much money would you have altogether, 
then ¢ 

Mr. Gorzt. On the basis of this restoration we would have 
$20,618,000. 

Senator Haypen. I have a general question about the project. 

Once the water is pumped out of the river, everything else goes by 
gravity? Are there any pump lifts in the area? 

Mr. Lineweaver. There are pumping plants down below, but the 
lifts are not as high. The main pumps are where we pump from Lake 
Franklin D. Roosevelt up to the balancing reservoir. Then water 1s 
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released from there into the main canals, but there are some higher 
lands that require water to be raised by pumping lifts. 

Senator Haypen. I did not know whether it was all by gravity, or 
not. 

Mr. Lineweaver. The bulk of the acreage is sewed by gravity. 

Senator Haypen. Thank you. 

Mr. Lineweaver. I would like to submit for the record an allocation 
and repayment tabulation for the Columbia River Basin project, which 
shows the original estimated cost and present estimated cost, the 
method of repayment and the allocations to the various purposes— 
power, irrigation, and so forth, and investment per acre, the annual 
water charges for construction and operation and maintenance. 

Senator Dworsnak. Is that a new compilation ? 

Mr. Lineweaver. It is the same one we submitted to the House. It is 
brought up to date. 

Senator Dworsmax. Does that include the repayment obligation of 
only $85 per acre set up in 1945? 

Mr. Linreweaver. Yes, sir. 

Senator Dworsnak. There has been no revision of that figure ? 

Mr. Lineweaver. No, sir. The matter has been discussed from time 
to time, but there has been no definite step toward upping that figure. 


INCRE 





ASE IN ESTIMATED COSTS 





Senator DworsHak. What has been the increase in the present esti- 
mated cost over the original estimated cost percentagewise ¢ 
Mr. Lineweraver. From $360 million to about $538 million. 


Senator DworsHakx. How do you propose to take care of that 
difference ? 

Mr, Lineweaver. That will be absorbed by the power revenues. 

Senator Dworsuak. It will take a much longer period to pay out on 
that basis? 

Mr. Linewraver. As we understand, each unit will pay out from 
about 50 years after the unit comes under irrigation. 

Senator DworsHaK. That was the original irrigation plan, to pay 
out on that basis when the original cost was estimated at $860 million ? 

Mr. Linewraver, The land has been brought under irrigation much 
slower than was originally contemplated. 

Senator DworsHak. You have an additional $180 million to charge 
to irrigation. Do you mean to say it will not take any longer to pay 
out that additional sum? 

Mr. Lineweaver. Fifty years from the time that each irrigation 
block comes under irr igation—not 50 years from today or next year— 
unless that particular bloc ‘k comes under irr igation this year. 

Senator DworsHak. But that procedure was outline d several years 
ago when you initiated the construction in ony valley, 50 years from 
the time each division of the project became a reality. You have not 
justified in my mind how you are going to salad care of this additional 
$180 million. 

Mr. McPuat.. I might say if the original schedule had been fol- 
lowed and each unit came in as of the time originally contemplated, the 


present increased cost would require something like 20 years more to 
pay out. 
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The acreage is not coming in as fast. It may require a few more 
years than the original 50-year concept, depending on how fast it 
comes in. 

It will be very minor in any event, some 10 or 12 years. 

Senator Dworsuak. You are going to absorb $180 million in that 
time ¢ 

POWER REVENUES 


Mr. McPuaiw. Yes. The power revenues run about $10 million to 
$11 million a year. 

Senator Dworsnax. It still does not look entirely too clear to me 
because if you made your original computations on the basis of that 
cost of $487 million and you increase that to $754 million, there is a lot 
of additional revenue that has to be figured in on a reimbursa)le basis. 

Mr. McPuat. That is correct. 

Mr. Lineweaver. I will submit this table for the record, Mr. 
Chairman. 

Senator Dworsuak. That may be inserted into the record at this 
point. 

(The material referred to follows :) 


COLUMBIA BASIN PROJECT, WASHINGTON 
Allocation and repayment of construction costs 


costs 


Original estimated cost 


Allocation cost : 
Irrigation 360, 274, 234 
Power ‘ 99, S2S, 904 
Flood control and navigation. ‘ . . 000, 000 
Downstream regulation : : 25, 927, 000 


Present estimated cost : ; : 54, 476, 000 


Allocation of cost: 
Irrigation : ‘ s 538, 026, 947 
Power 5S, 404, 633 
Flood control and navigation Shad , 000, 000 
Downstream regulation ‘ , 604, 980 
Land sales, etc 3, 126, 000 
Contributions (Washington State) 313, 440 


REPAY MENT 


Status of repayment contract negotiations —Repayment contracts covering 
in full the amount to be repaid by the water users were executed in 1945 with 
the three irrigation districts of the project. 


Amount to be repaid and repayment periods 


] 


| Overall repayment period 
Amount 


Regular Development 


Irrigation $87, 465,000 | 40 vears 
Power 1 649, 571, 566 | 1941 to 2022 


| Ineludes repayment of $40,604,980 allocated to downstream regulation for future power development 
2? Construction costs allocated to commercial power will be repaid within 50 years from the date the 
individual fac ilitv becomes revenue producing 
2 48 
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Repayment of costs allocated to irrigation: 
Water users $87, 465, 000 
. 450, 561, O47 


Total_ 
Repayment costs per acre: 
Federal investment per acre__ ‘ ‘ ‘ jaan 523. 00 
From irrigators a : 85. 00 
From power revenue______ ; ; sisaobd 438. 00 


Annual water-user charges: 
( OUT EC tion _ 


Onc ante ee Pah, Shea Se ot ener 6. 40 
Gross crop income per acre > resulting from project irris gation (esti- 
mate for mature stage of development) 75. 00 


FURTHER DISCUSSION OF POWER REVENUES 


Mr. Lineweaver. Revenues are accumulative. 

Senator Dworsnak. Is it not true when you made your original esti- 
mate on that cost of less than $500 million, you anticips ited that it 
would take 50 years to reimburse the Government from power revenues 
in addition to the sum repaid by the irrigators? 

Mr. Lineweaver. I think that is correct. 

Mr. McPuat. There is one factor I think should be considered in 
connection with your statement. When the memorandum of under- 
standing was made with the Bonneville Power Administration as to 
the applic tion of revenues, it was already known that there would 
be some increase over the $487 million and some allowance was made 
at that time. 

Senator Dworsuax. The only reason I have mentioned these aspects 
of this development is in many other areas they have acre repayment 
costs of $150, $175, and $200 per acre. 

What did Secretary Ickes estimate and what year was that? 

Mr. Lineweaver. The first negotiations were made on $85 an acre 
in 1943, 

Senator Dworsnak. I think it was 1945 when he estimated the 
irrigators could repay only $85 an acre. Farm prices have increased 
materially since then. The costs have almost doubled, yet there is no 
effort made to increase the reimbursability per acre by irrigators. 


IRRIGATION PROGRAM 


Mr. Lineweaver. I would like to comment here and say this: That 
we have had discussions with the irrigation district boards on that 
subject. They have not been responsive to suggestions. 

The slowdown of the irrigation development program and the rela- 
tively small number of irrigators that are on the land are factors. 
For instance, by the end of the fiscal year 1953 we expect to have 
131,000 acres under irrigation out of a potential 1 million acres. 

Therefore, at that rate the irrigation district boards hesitate to 
open up the subject of increasing the repayments and upping the 
figures in their existing contracts “with that relatively small amount 
of acreage under irrigation at this time and the relatively small 
number of irrigators on the land. 
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Senator Dworsnax. Are you telling us you are behind schedule in 
bringing in these various divisions of “irrigated land in the Columbia 
River Basin project ? 

Mr. Lineweraver. Yes, sir. 

Senator Dworsuakx. How much? 

Mr. Lineweaver. I would say we are about 5 years behind schedule. 

As to what we originally scheduled back in 1945 to be made irriga- 
tion by 1953, we are now 5 years behind, I mean. 

Senator DworsHak. What was responsible for that ? 

Mr. Linewreaver. We are about on time with the revised schedule 
which was brought into effect in 1949 by an agreement between the 
Budget Bureau and ourselves. 

Senator Dworsuak. What was responsible for that revised a 
ule? You always got the requested funds for that developmeat, 
almost so. 

Mr. Linewraver. Thank you for the compliment, but I would not 
say we always got what we asked for. We had to revise our program 
downward in 1950 and agreed or rather we just had to take the re- 
duced program. 

Senator DworsHak. What caused that? Lack of funds, or con- 
struction difficulties ? 

Mr. LineweAver. About the time World War II was over and we 
got started on a program of 85,000 acres a year, or something like 
that, then the powers that be got the idea that we were going too 
fast. 

After a year or so of negotiation they cut us down to about 55,000. 
About that time the Korean war situation came in. So that contrib- 
uted to the slowdown. 


FURTHER DISCUSSION OF POWER REVEN UES 


Senator Haypen. Is it not true that the revenues from power that 
are to assume part of this burden are being accumulated year by year 
and set aside? 

Mr. McPuatn, That is correct, Senator. Power revenues are com- 
ing in. They are being applied against repayment of the project year 
by year. 

Senator Haypen. If your construction does not proceed as fast as 
the accumulation of revenues from power, the payoff up to now ought 
to have paid for everything you spent? 

Senator DworsHaKk. They have had $464 million already. 

Is that not true? That is as of June 30 of this year? ~ 

Mr. Lineweaver. It would not pay off all of it. 

Senator Dworsuak. Is that figure correct? 

Mr. LiNeweaver. Up to June 30, 1952, we spent $440 million, but 
$139 million of that was on Grand Coulee Dam and Reservoir. $88 
million was in the power plants. 

Senator DworsHaK. How much of that has actually been used for 
construction of the irrigation features outside of Grand Coulee? 

Mr. Linewnaver, I would say approximately $300 million on the 
basis of the allocations. 

I will be glad to break that down as to what proportion of the 
expenditure of $440 million has gone into irrigation features. A 
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great deal of that has gone into multiple-purpose facilities, like $139 
million for Grand Coulee Dam and Reservoir. 

A substantial part of that is allocated to power. 

Senator Dworsuak. Would you break that down and show what 
percentage of that construction of the dam will be repaid by irrigators ’ 

Mr. Linewraver. Yes, sir; we will break down the total cost by 
major features and functions and relate it to repayment. 

(The material referred to follows :) 


Columbia Basin project, Washington ‘ 


Joint facilities ak es $156, TO9, O88 
Irrigation facilities oo “ - “6 158, 570, 148 
Power facilities ‘ ve 109, 302, 073 
Other self-liquidating pros: rams (land purchase and special dis- 

tribution systems for part-time farms) —- 6, 596, 983 
Construction facilities 3, 898, 452 
Stores a RN ane ; ; E 2, 547, 790 
Investigations__--_- 2 gabidacts adhe 1, 441, 058 
Transfers, credits, ete. 1, 487, 184 


Unliquidated obligations_______ 7 ; a 2, 784, 037 


9] o-« 92 


Total obligations to June 80, 1952__-. : aie _. 443, 336, 813 

On the basis of the present estimated total project cost, tentative allocations 
to the several purposes served are as follows: 

Irrigation i 7 $538, 026, 947 

Power-__.- x ait mie 158, 404, 633 


Flood control and navig ration abe ’ a idaenteeiie . ; 1, 000, 000 


Downstream regulation __-—~ gs : 40, 604, 000 
Land sales, ete - a tial ai 16, 126, 000 


Contributions (Washington State) - ‘ 313, 440 


Total oud : — ‘ : : 754, 476, 000 


Irrigation will repay $87,465,000 over a 40-year payment period following a 
10-year development period, and power revenues will return $649,571,560. This 
latter amount includes $40,604,980 allocated to downstream regulation for future 
power development. Land purchases, etc., of $16,126,000 will be self-liquidating 
through land sales. The $1,000,000 for flood control and $313,440 of contribu 
tions are nonreimbursable. 

Senator Haypen. If you have been earning money from power 
up to now and those earnings are divided, one part to pay for the 
power features and another part to pay for the irrigation features, 
then how much has been put into the Treasury to pay for the irri- 
gation up tonow? Are the books kept that way / 

Mr. Linewraver. Mr. McPhail, will you answer that ? 

Mr. McPuam. My understanding is the money is all placed in 
the Treasury or reclamation fund against the repayment of the proj- 
ect and not divided. 


SEGREGATION OF POWER AND IRRIGATION REPAYMENTS 


Senator Dworsnak. Do you not segregate the power repayments 
and the irrigation repayments ¢ 

Mr. Gotzk. At the present time credit of the revenues of the proj- 
ect are following a repayment schedule. On the basis of that sched- 
ule the commercial powerplant, which is interest-bearing, is being 
paid off first to reduce the interest, before power revenues are applied 
as an aid to irrigation. 
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Irrigation does get into the picture however, through payments 
from the water users. These payments begin after a development 
period. When the water users start paying there will be credits 
toward the irrigation costs. 

Senator Dworsnak. The irrigators will not repay any money for 
a long time yet ¢ 

Mr. Gotzt. They have a maximum 10-year development period 
by blocks, during which they repay operation and maintenance costs. 

Senator DworsnaK. How many acres are under irrigation ¢ 

Mr. Lineweaver. At the end of this fiscal year we anticipate hav 
ing 131,000 acres under full irrigation or facilities available to 
irrigate that acreage. 

Senator Dworsuak. How many acres are you supposed to bring 
in in fiseal 1954? 

Mr. Linewraver. That would be increased to 187,000. We expect 
to have 56,000 acres additional by the end of fiscal year 1954. 


YAKIMA Prosecr, Kennewick Division, WASHINGTON 


Senator Dworsnak. The justification for this item will be placed 
in the record at this point. 
(The material referred to follows:) 


YAKIMA PROJECT—KENNEWICK DIVISION, WASHINGTON 
Fiscal year 1954 program—revised budget allowance 
(Ref. BR 429) 


Fiscal year 1954, new funds 3, 867, 000 
Fiscal year 1954, obligation 8. 867, 000 


WORK PROPOSED, FISCAL YEAR 1954 


Program for fiscal year 1954 includes continuation of construction on the 
lower section of Chandler Canal, division 1 of main canal, and Kiona wasteway 
Construction will be initiated on Chandler power and pumping plant and division 
2 of the main canal. Preconstruction activities will be started on the Prosser 
diversion dam and headworks, upper section of Chandler Canal (including fish- 
screen structure), remaining divisions of the main canal, and Chandler switch- 
yard and substation. Observation wells will be installed over the division 
during this year for collection of ground-water data prior to irrigation. Partial 
payments will be made on large-supply contracts entered into last year. 


House allowance: 
New funds aay $3, 500, 000 
Carryover funds 


Total program 3,500, 000 


Restoration requested: new funds $367, 000 


Restoration of 0367,000 is requested which with the $3,500,000 appropriation 
allowed by the House will finance a program of $3,867,000 

This restoration is needed to prevent an overall slowdown in the going con- 
struction on the project. Earnings on construction and supply contracts already 
in force plus sufficient funds to carry out the remainder of the fiscal year 
1954 program as scheduled will necessitate restoration of the cut to prevent 
upsetting the orderly and well-balanced existing program for this project. 


Mr. Markwetu. The revised budget estimate requested appropria- 
tions totaling $3,867,000 for the Kennewick division of the Yakima 
project. 
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Of this amount, the House allowed $3.5 million, a reduction of 
$367,000. 

This reduction will slow up the construction of the project. 

I would like to insert a brief statement. 

Senator DworsHak. Very well, the statement will be made a part 
of the record. 

(The material referred to follows:) 


The revised budget estimate requested appropriations totaling $3,867,000 
for the Kennewick division of the Yakima project. Of this amount, the House 
allowed $3.5 million, a reduction of $367,000. 

The general reduction of $367,000 will force a general slowdown in the con- 
struction program for the project. The first reach of the main canal is under 
construction and the contracts have been awarded for delivery of the main 
units for the power and pumping plants. It is planned to award contracts for 
the second section of the main canal and for individual structures and minor 
equipment prior to the end of fiscal year 1953. Award of the initial construction 
contract for the Chandler power and pumping plant is scheduled early in fiscal 
year 1954. Any slowdown of construction will result in increased costs for the 
project and will prevent completion of the project in fiscal year 1956. Early 
completion of the project is a necessity since over 50 percent of the agricultural 
productivity of the area has been lost as a result of the operations of the AEC 
and the Corps of Engineers in the vicinity. Also, the generation of hydro 
electric power at the project power plant will help to relieve the critical power 
shortage in the Pacific Northwest. Therefore, it is requested that the full 
amount of the House reduction be restored. 


Senator Haypen. Do you have a good contractor? 

Mr. Markwe tw. Yes, sir. The reports on progress are very good. 

Mr. Lineweaver. Kennewick was one of the 10 new starts brought 
in last year. 

Senator Haypen. Actually you did let contracts and put some- 


body to work. The question would be if you were moving rapidly and 
whether you needed the money. 


TOTAL ACRES 


Senator DworsHak. How many acres are included in this division ? 

Mr. Linewraver. 14,535 acres of new land and 4,337 acres supple- 
mental. 

Senator Dworsnak. What is the total cost? 

Mr. Lineweaver. The estimated cost is $12,968,000. It includes a 
small power development of 12,000 kilowatts. 

Senator DworsHaxk. Have you determined the amount per acre to be 
repaid by the irrigators on this project? 

Mr. Linewraver. Yes, sir. The contract has been entered into with 
the irrigation district. The irrigation repayment will be $5,115,000 
in a 66-year period authorized by special legislation. The average 
Federal investment per acre is $454. The irrigators will repay $271 per 
acre and $183 will be repaid from power revenues. 

Senator Dworsnak. How much power will be generated? 

Mr. Marxkwe tt, 12,000 kilowatts. 

Senator Haypen. My recollection is this area was brought in in 
lieu of an area taken out of irrigation by reason of the atomic energy 
development. 

Mr. ion NEWEAVER. That is correct. And at McNary Dam also the 
reservoir flooded out a considerable area. The atomic energy devel- 
opment at Richlands put out of business the Richlands irrigation 
project in the area. It is near the confluence of the Yakima and the 
Snake Rivers. 





INTERIOR DEPARTMENT APPROPRIATIONS, 1954 1883 


Yaxma Progecr, WasHinetron, Roza Division 


Senator Dworsuax. The justification for this project will be in- 
serted in the record at this point. 
(The material referred to follows :) 


YAKIMA PROJECT, WASHINGTON, Roza Division 
Fiscal year 1954 program—Revised budget 


(Ref. BR 485) 


Fiscal year 1954 new funds_-_ Ros. ven ' . $76, 656 
Fiscal year 1954 obligation___-__~-~- ‘ 115, 656 


WORK PROPOSED, FISCAL YEAR 1954 
Program for fiscal year 1954 includes continuation of the drainage construc- 
tion program in areas where field investigations show the need is the greatest. 


House allowance: 
New funds__--_-~- Sa de _ $76, 656 
Carryover funds____- : : ss a 39, 000 


Total program_- ; ; ‘4 ; 115, 656 
HOUSE REPORT 


“Yakima project, Roza division.—The committee has disallowed the amount 
of $778,000 which was programed for the Roza powerplant.” 

Restoration requested : None. 

Mr. Marxwe ut. There is no appeal on the powerplant. It is just 
clean-up work on the project which is virtually completed. 

Senator DworsHax. You have $39,000 carryover funds. 

Mr. Lineweaver. Yes, sir. 


EDEN PROJECT, WYOMING 


Senator Dworsuaxk. The justification for this project will be in- 
serted into the record at this point. 
(The material referred to follows :) 
EDEN PROJECT, WYOMING 
Fiscal year 1954 program—Revised budget allowance 
(Ref. BR 440) 


Fiscal year 1954 new funds_- odeneealiiell Bhodd _... $1, 081, 000 
Fiscal year 1954 obligation___-_ - ‘ : elisaaphiih . 1,331,000 


WORK PROPOSED, FISCAL YEAR 1954 


The program for fiscal year 1954 includes completion of construction on 
Prospect diversion dam, Prospect Canal, and Eden Canal rehabilitation. Con 
struction will be initiated on the lateral and drainage systems. 

House allowance: 
New funds__ $891, 000 
I ee 250, 000 


Total PSOSTAMi sen nessa i ics Silat eli acces aT a 
Restoration requested: New funds_.-...--.--._-_______- 190, 000 
Restoration of $190,000 is requested which, with $250,000 of prior-year balance 
estimated to be available and $891,000 appropriation allowed by the House, will 
finance a program of $1,331,000. 
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By restoring these funds which represent unperformed work in fiscal year 
1953, it will be possible for construction on this project to proceed in an orderly 
and efficient manner, to the end that by June 30, 1954, the project will not only 
be 90 percent complete but all project features will be completed except for the 
lateral and drainage systems which are programed to follow in prope r sequence, 


RESTORATION OF FUNDS 


Mr. Markwetu. Mr. Chairman, on the Eden project the restoration 
of $190,000 is requested which, with $250,000 of prior-year balance 
estimated to be available, and $891,000 appropriation allowed by the 
House, we will finance a program of $1,331,000. 

By restoring these funds which represent unperformed work in 
fiscal year 1953, it will be possible for construction of this project to 
peoseed in an orderly and efficient manner to the end that by June 

), 1954, the project will be 90 percent completed. All principal proj- 
ad features will be completed, except for some of the laterals and 
drainage systems which are programed to follow in proper sequence. 


TOTAL ACRES 


Senator Dworsuax. How many acres of new land are involved in 
this project ? 

Mr. Markwe tt, New land, 11,000 acres; supplemental, 9,000 acres; 
power development, none. 

Senator Dworsuak. What is the total cost? 

Mr. Markwett. The total cost is $6,152,000. 

Senator DworsHak. Is it all reimbursable ? 

Mr. Markwetu. There is a special type of repayment contract on 
that project. 

Mr. Lineweaver. The law provides that certain of the nonreim- 
bursable costs shall be deferred pending repayment out of the upper 
Colorado storage. 

Senator DworswaK. There is no power involved ? 

Mr. Linewraver. No, sir. I think you were a member of the Senate 
Interior Committee when Senator Watkins introduced that amend- 
ment—that the water users repay $1,500,000 and the $4,652,000 was 
deferred for repayment from power revenues of proposed Colorado 
River storage. 

Senator Dworsuax. That is contingent upon future developments 
in the upper Colorado Basin ? 

Mr. Lirnewraver. Yes, sir. 


Kenprick Prosecr—First Unit, Wyomine 


Senator DworsHak. The justification for this project will be in- 
serted in the record at this point. 
(The material referred to follows :) 


KENpRICK Proyect—F rst Unit, WYOMING 
Fiscal year 1954 program—Revised budget allowance 


(Ref. BR 445) 


Fiscal year 1954 new funds__-_-- $2, 876, 000 
Fiscal year 1954 obligation_____--~~~.. , 2. 970, 000 
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WORK PROPOSED, FISCAL YEAR 1954 


The major portion of the allotment request for fiscal year 1954 will be ex 
pended on completion of Aleova powerplant and minor electrical facilities. Con- 
struction of canals, laterals, and drains will be continued in fiscal year 1954 to 
meet demands brought about by the settlement pattern of the project. Lining 
operations will continue on the canal system and the existing structures and 
canal road will be improved as needed. 


House allowance: 
New funds $2, 406, 000 
Carryover funds 94, 000 


Total program £ 2 500, 000 
Restoration requested : 
New funds ; $470, 000 


(dd) Kendrick project, $470,000.—Restoration of $470,000 is requested which, 
with $94,000 of prior year balance estimated to be available and $2,406,000 appro 
priation made by the House, will finance a program of $2,970,000 

Since the initial appropriation was made for the construction of the Alcova 
powerplant, the need for power has steadily increased and has completely ex 
ceeded the generating capacity present installed in the area Furthermore, 
there is every indication the power demands will continue to increase in future 
years, and the construction of the Alecova powerplant represents the only prac- 
tical solution to this serious problem. ‘The present schedule, based on the revised 
budget estimate, provides for the completion of the Alcova powerplant during 
fiseal year 1954 to the point where 36,000 kilowatts of power will be available to 
assist in relieving the power shortage. Since the construction on this feature 
represents the bulk of the fiscal year 1954 program for the Kendrick project, the 
reduction made by the House would necessitate curtailing work and delaying the 
availability of this power until early the following fiscal year. In order to 
avoid this delay and to provide the power at the earliest practicable date, the 
above funds should be restored to permit construction to continue as presently 
scheduled. 


Mr. Lineweaver. I will take the irrigation end of that. We are 
asking for restoration of $470,000 which was eliminated by the House. 

The April budget revision and the irrigation share of that amount 
will go toward extending the irrigation system and the power funds 
will be for the completion of the powerplant. 

Mr. McPuai. The powerplant is expected to come into operation 
in July 1954. 

Senator Dworsuax. How much power will be generated ? 

Mr. McPuat. Thirty-six thousand kilowatts. 

Senator Dworsuak. How many acres of new land are involved ? 

Mr. Lineweaver. Eventually it is designed for 45,000 acres. 


IRRIGATION REPAYMENTS 


Senator Dworsnuak. What will the irrigators’ repayable cost be? 

Mr. Lineweaver. The irrigation repayments, in 40 years after a 5- 
year development period, will be about $796,000 and $31,405,000 of 
the irrigational costs are to be paid from power revenues over a period 
of 68 years. 

Senator DworsuaKx. What does that make the irrigators’ share per 


acre ¢ 

Mr. Lineweaver. About $40 per acre. 

Senator Dworswak. Is that a supplemental supply? 

Mr. Lineweaver. No, sir. 

Senator Dworsuak. Is that new land? 

Mr. Lanewraver. Yes, sir, but land of low productivity. That has 
been estimated to be about their repayment ability. 
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ESTIMATED GROSS INCOME PER ACRE 


The gross income per acre resulting from the project irrigation at 
mature stage of development is estimated at only $50 per acre. 
Senator DworsHaxk. What crops will be produced ? 

Mr. Lineweaver. Primarily alfalfa and small grains, mostly live- 
stock feed and some row crops. 

Senator Haypen. There has been a complaint about some project 
in Wyoming where there was not adequate soil surveys made in the 
beginning with the result that there are drainage difficulties. 

Mr. Linewraver. That was the Riverton project in Wyoming. We 
have ceased any extension of the irrigation facilities until we find a 
way to lick that problem. We are working on it now. 

Senator Haypen. How far down is the hardpan there? 

Mr. Eaton. Most of that is within 3 to 6 feet of the surface. 

Senator Haypen. A hardpan near the surface can be broken up 
without much difficulty, but when you get down to that depth, you 
have trouble with it. I do remember being in Fresno, Calif., where 
there was a tract of land of that type. An Italian wound up with 
a very fine vineyard because he put a half a stick of dynamite down in 
each place where he planted a vine. 

He had to go to some depth to do that. 

Mr. Eaton. We are not yet able to report any successful means 
of dealing with it. 

To elaborate just slightly, we have an unusual condition there not 
encountered elsewhere of soil lying over sodium-bearing shales. The 
water goes down and hits the shale, reaches the sodium which rises 
up in the soil and forms a compound. We have not been able to find 
out about that too much. 

Senator Hayven. That is a new kind of salt tome. I always under- 
stood that if you put salt in a sieve and poured enough water through, 
the salt would be washed out. 

Mr. Eaton. When these sodium salts get in there, they swell up. 
We can run a drain through them and no water comes out. 


POWER GENERATION 


Senator Dworsuax. What is the power generation on the Kendrick 
project ? 

Mr. McPuat. There are two plants; the Alcova plant of 36,000- 
kilowatt capacity and the Seminoe plant, built some years ago, of 34,- 
400-kilowatt capacity. 

Senator Dworsuax. What is the total cost of your entire project? 

Mr. McPuatn. $34,086,000. 

Senator Dworsnax. All reimbursable from power revenues in addi- 
tion to that small sum charged directly to irrigators? 

Mr. McPuatt. That is correct. 


Riverton Prosecr, WromineG 


Senator Dworsnax. The justification for this item will be placed 
in the record at this point. 
(The material referred to follows :) 
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RIVERTON PROJECT, WYOMING 


Fiscal year 1954 program—revised budget allowance 


(Ref. BR 452) 


Wiseed- year’ 1064: mew: funda... c kes Su. J _. $475, 000 
Fiscal year 1954 obligation 525, 000 


WORK PROPOSED, FISCAL YEAR 1954 


Lateral lining in the north pavilion and north portal areas will be completed. 
Drainage investigations and construction of open and closed drains in the north 
pavilion and north portal areas will be continued. Minor farm-unit development 
will be carried out in the north portal and north pavilion areas as required by 
the settlers, 


House allowance: 
i gE LOU RSSY Oe Presper tt ee atti 2 _.. $250, 000 


Carryover funds ude didaaiiiieds ; ‘cui it 50, 000 


ii, 8 | eee . 3 aan 300, 000 
Restoration requested : New funds_- 225, 000 
Restoration of $225,000 is requested which, with $50,000 of prior year balance 
estimated to be available and $250,000 appropriation allowed by the House, will 
finance a program of $525,000. 

This amount will permit the work on this project to proceed as scheduled and 
thus avoid either a general slowdown on the entire project or a considerable 
slowdown on 1 or 2 features. A substantial part of the work affected by the 
reduction is prior year activity which has been deferred and which should be 
performed in fiscal year 1954 to comply with the current project schedule. The 
restoration of this cut will provide sufficient funds so that by the end of fiscal 
year 1954 all the principal features of this project will be essentially complete 
except for the Muddy Ridge Canal and laterals, relatively a small amount of 
work on the third division of the Wyoming laterals and drains, and the farm 
unit development program. 


RESTORATION OF FUNDS 


Mr. Livewraver. We are asking for restoration of $225,000 to bring 
up a total program of $525,000. 

As I stated, until we get this soil condition licked, or see our way 
clear to licking it, we have slowed down the construction program 
which is made up primarily of public lands. Until that is done, we 
are using these funds now for such work as is necessary to round out 
the facilities that can be used on land that has been opened to 
settlement. 

TOTAL COST 


Senator Dworsuax. What is the total cost of this Riverton project ? 

Mr. Lineweaver. The total cost is $24,676,000, of which $19 million 
has been spent up to June 30, 1952. 

Senator DworsHak. Are you going to recover the cost of construct- 
ing this project largely from power revenues ¢ 

Mr. Lineweaver. No, sir. The power revenues are relatively small 
on this project. 

The pilot Butte powerplant has a capacity of only 1,600 kilowatts. 
There is a part of the Riverton project—the second division which was 
included in the Senate Document No. 191, the basic document for the 
authorization of the Missouri Basin project in the Flood Control Act 
of 1944. That division has not as yet been brought under the Missouri 
Basin project. 
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Senator Haypen. This land that was public land, my understanding 
is that there was a drawing involving some veterans. Have any of 
them been compelled to abandon their holdings because of this hard- 
pan condition ¢ 

Mr. Lineweaver. There have been a few that have had. serious 
trouble and we are endeavoring to work out a program by which their 
holdings that have been found nonirrigable or those which cannot be 
irrigated successfully, can be exchanged for good land on which they 
can make a decent living. 

Senator Haypen. Is that necessarily in this project, or could you 
move them up to the Columbia Basin? 

Mr. Lineweaver. ‘The land on Columbia Basin was private land and 
it has been purchased by the Government and resold to settlers at cost. 

Senator Hayven. Is there no public land at all there? 

Mr. Linewerayer. There is very little. Most of the Columbia Basin 
project land was privately owned and we had authority under the 
Columbia Basin Project Act of 1943 to purchase this land and then 
resell it to the irrigators settlers. 

Senator Haypen. I was thinking that if they could not find land 
for these veterans who came under representation made by the Gov 
ernment that they could make a living and find a home—whether the 
land to replace their holdings could be found on this project or any 
other one, is what I mean. 

Mr. Linewraver. There is pending legislation which would author 
ize this exchange, as I have described, on the Riverton project or 
elsewhere where there are public lands. 

That, I think, answers your question. 


REHABILITATION AND BerrerMENT or Existine Prosects 


Senator DworsHak. The justification for this item will be placed 
in the record. 


(The material referred to follows :) 


REHABILITATION AND BETTERMENT OF EXISTING PROJECTS, VARIOUS 
Fiscal year 1954 program—revised budget 
(Ref. BR 459) 
Fiscal year 1954 new funds, $1,808,472 
Fiseal year 1954 obligations, $2,114,723 
WORK PROPOSED, FISCAL YEAR 1954 


Rehabilitation and betterment work on nine projects will be carried on during 
the year. This work will include replacement of obsolete or deteriorated struc- 
tures and the improvement of facilities not presently adequate to meet current 
requirements. Typical examples of the work to be undertaken during the fiscal 
year to accomplish the rehabilitation and betterment program are: Replacement 
of timber structures, resolution of drainage problems, placing rock riprap for 
canal bank stabilization, placement of canal and lateral linings, installation of 
measuring devices, and other work incident to more efficient operation. 


House allowance: 
New funds Lhe i j e ioe... bs _... $1, 693, 749 
Carryover funds - fac = o. dtiastamtned 206, 251 


), ae 


Total program__ ae 2, 000, 000 
Restoration requested : New funds__-..~--~--~~- seed : ™ 114, 72% 
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(ff) Rehabilitation and betterment of existing projects, $114,723.—Restoration 
of $114,723 is requested which, with $306,251 of prior year balance estimated to 
be available and $1,693,749 apprepriation allowed by the House, will finance a 
program of $2,114,723. 

This restoration is requested in order to continue work necessary to protect 
the Government’s investment on conipleted projects. Protection will be afforded 
by placing the projects back in an efficient «and ¢«¢conomical operating :-ondition. 
The necessary work represents corrective and replacement activities which could 
not be accomplished during the depression and war years. Further deferral of 
this corrective work would result in excessive operation and maintenance costs, 
excessive depreciation of project facilities and reduced crop production which in 
turn would reduce repayments to the Government. This work is beyond the 
ability of the water users to finance on a strictly current basis but all rehabilita- 
tion and betterment is fully reimbursable through payments on contracts with 
the water users. 


REVISED ESTIMATE 


Mr. Lineweaver. On the revised estimate for the rehabilitation and 
betterment program the figure was $2,114,723 and we are asking for 
the restoration of $114,723 in new funds to bring it back to that 
amount. 

The distribution of the funds of $2,114,723 would be as follows: 

Salt River project $750,000. 


Senator Dworsnak. You may put that statement into the record for 
the balance of that. 

(The material referred to follows:) 

The remainder of the distribution of the revised estimate for the rehabilitation 
and betterment program is as follows: 
Boise project, Idaho r $254, 236 
Bitterroot project, Montana . 13, OOO 
Milk River project, Montana 21), OOO 
North Platte project, Nebraska-Wyoming 570, OOO 
Umatilla project, Oregon 25, 000 
Belle Fourche project, South Dakota ; +, OOO 
Riverton project, Wyoming 118, 487 
Shoshone project, Wyoming 1350, 000 


DRAINAGE AND MINOR COMPLETION PROGRAM 


Senator Dworsuak. The justification for this will be inserted in 
the record at this point. 
(The material referred to follows :) 


DRAINAGE AND MINOR COMPLETION PROGRAM 
Fiscal year 1954 program revised budget allowance 


(Ref. BR 464) 
Fiscal year 1954 new funds wai we : _ $978, 932 
Fiscal year 1954 obligation 7 1, 621, 336 


WORK PROPOSED, FISCAL YEAR 1954 


The fiscal year 1954 program will provide for the following activity : 
Boise project, Anderson Ranch Dam, Idaho 

Minor completion work on Anderson Ranch Dam will be finished. Funds will 
be reserved in fiscal year 1954 for possible claims by the prime contractor. 
Boise project, Kuna Irrigation District, Idaho 


Deepening and realigning existing channels and construction of necessary 
inlets will be underway as required. 
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Boise project, Payette division, Idaho 


Final clean-up work in the Cascade Reservoir, enlargement and betterment 
of the Willow Creek wasteway and drainage construction will be underway. 


Buffalo Rapids project, first division, Montana 
Construction of drainage ditches and structures will be continued, 
Buffalo Rapids project, second division, Montana 


Seepage and water level studies will be continued and drainage structures 
built as required. 


Deschutes project, north unit, Oregon 


The program of fault sealing in the Wickiup Reservoir and main canal will 
continue. 


Fort Sumner project, New Mevico 





Inspection and supervision of project operations and purchase of spare parts 
for the pumping plant will be completed. 


Lewiston Orchards project, Idaho 


A minor amount of remaining work in connection with the termination of the 
construction phase of the project will be completed. 


Mancos project, Colorado 


Repair, replacement or relocation of structures and sections of canal damaged 
by earth and rock slides will be completed. 


Milk River project, Fresno Dam, Mont. 
Minor completion activities on the dam and headquarters will be finished. 
Minidoka project, Gooding division, Idaho 


Activities in connection with repayment contract negotiations will be com- 
pleted. 


Mirage Flats project, Nebraska 


During the year flood protective works to the Cottonwood Creek Siphon on the 
main canal will be constructed. 


Pine River project, Colorado 


The crest of the dam embankment will be completed and a portion of the reser- 
voir area will be cleared of brush and timber. 


Shoshone project, Wyoming 





Work will continue on construction on the Heart Mountain Division, consisting 
of canal and lateral lining, channel and bank protection, installation of measur- 
ing devices, extension of the drainage system and settler assistance. 


Sun River project, Greenfields division, Montana 


Construction of the drainage features will be completed during the year and 
construction will commence on the tunnel improvement. 
Tucumcari project, New Mevrico 
Construction of the drainage structures will be continued as well as investiga- 
tions of the need for possible additional drains. Limited canal and lateral 
lining will be placed to eliminate more expensive drains and maintenance work. 
House allowance: 
a Eee ee eT None 
RINNE ; MUNINEN ss icnsstise<heenciteiniaerncecntnbiniilteniadisiadenndinialaiuibtabdae eR StI ahs $500, 000 


pa ee ee ee 500, 000 
Restoration requested: 
TOT Oi iit wenrint epipcctaialansupiaiciidealiiibidiaiicibeleied hc diibidals 978, 932 

EE I i aiicacitiitei this ccceeineinceiiritiltniniaatiairian itis aicti 142, 404 


Restoration of $978,982 is requested which, with $642,404 of prior year balance 
estimated to be available, will finance a program of $1,621,336. 

This restoration is requested to permit the completion of as many projects 
as possible during fiscal year 1954. Projects in the advance construction stage 
are combined under this single program for simplicity of presentation. 
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The activities under the D. and M. C. program are confined to drainage and 
minor rectification work which is normally accomplished in the last phase of 
construction. The funds required for drainage will provide n:ainly for mainte- 
nance of land now in production and safeguard these productive areas against 
water logging through seepage. Some of the drainage completion work in the 
program is on older projects and is required to conform to existing repayment 
contracts for construction of drainage facilities as needed. The minor rectitica- 
tion work must be accomplished in order to place the project in the proper condi- 
tion for turning over to water users or other operational organizations and to 
remove the project from construction status. A reduction of funds for this final 
phase of work would, therefore, delay the completion of several projects and 
would entail work which would have to be accomplished at a later date at in- 
creased costs. The deferred completion of several projects would also involve 
the inefficient use of investments made to date. 


RESTORATION OF FUNDS 


Mr. Markwe tt. Restoration of $978,932 is requested which, with 
$642,404 of prior -year py ance estimated to be available, will finance 
a program of $1,621,336 

This item is, as you are aware, a collection of 18 projects on which 
there remains some minor work. In most instances the remaining 
work consists of the investigations for and the construction of drain- 
age facilities, work which always is undertaken last and yet is just 
as essential as the other construction features. 

In many of these projects productive areas will be endangered by 
seepage unless these facilities are promptly built. 

In other cases this item contains the tag ends of project completion, 
such as that on the Lewiston Orchard where construction 1s com- 
pleted, but final settlement with the construction contractor has not 
been made. It is believed that it is more economical and simpler to 
combine these similar items into one presentation but this in no way 
means that these items are of less importance. 

Some of the work anticipated under this item in fiscal year 1953 
has not progressed as rapidly as anticipated and, as a result, must be 
performed in fiscal year 1954. 

In accordance with the expressed desires of the Appropriations 
Committee, we desire to bring these projects to final completion as 
quickly as possible and, therefore, urge restoration of the full amount. 

Senator Corpon. The next group of witnesses are representatives 
of several rural electric cont ratives from the State of Oregon. The 
first witness is Mr. Ivan C. Laird, representing the Coos-C urry Co- 
operative of Sitkum, Oreg. We will be happy to hear you, Mr. Laird. 


COOS-CURRY ELECTRIC COOPERATIVES, INC., SITKUM, OREG. 
STATEMENT OF IVAN C. LAIRD, PRESIDENT 


GENERAL STATEMENT 


Mr. Larrp. Mr. Chairman and gentlemen of the committee, my 
name is Ivan C. Laird. I am a dairy farmer and a logger from 
Sitkum, Oreg. I represent the Coos-Curry Electric Cooperative, 
and by authority of the board of directors am representing our more 
than 4,000 members here before the committee today. 
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RESTORATION OF FUNDS 


I come before you to ask the restoration of the amounts requested 
ie budget items 130 and 132, Interior Bonneville budget, fiscal year 
53-54. The clerk has been furnished with a written statement set 
ao forth the reason why the people I represent want the amount 
of $979,000 restored to budget item 130. This is to complete the 

Alvey-Elk Head-Riddle-Nickel transmission line and substations. 

Also, the sum of $1 million in budget item 132 to build a storm- 
proof transmission line between Nickel Mountain and Norway and 
also the substations. 

Gentlemen of the committee, I would like to make a few remarks 
dealing with some of the pioneer experiences in the utility problems 
of our communities, the Coos and Curry County communities. Go 
ing back to 1929, and before Coos and Curry Counties had any out- 
side facilities for electricity with the exception of what was gen- 
erated by steam plants and diesel plants. At that time the Califor 
nia~-Oregon Power Co. built a transmission line through our valley 
to Coos Bay. In fact, they built the line right through my ranch. 
They went right down through the center of the bottom land. Of 
course, it was much easier that way than taking the side of the 
mountain where there was lots of timber. 

At that time the citizens pleaded with everything we had for service. 
But we did not get service. We had a roundabout promise that in 
time to come probably distribution lines would come in from the bay 
area and serve us. But this went on for years, and in 1938 I made a 
personal survey of our area of all the farms and the people who were 
interested in having electricity furnished to them, trying to get the 
Mountain States Power Co. to build a distribution line into our area. 

After months of work I was informed that it was useless, that it 
would not be a paying proposition, and that it was not possible to 
ever serve electricity to our area economically. We did not give up. 
We kept on working and through the rural E lectrification Administra- 
tion one cooperative in 1941 began to serve some 282 members with 
about 87 miles of distribution lines, paying 134 cents a kilowatt for 
wholesale power from the Mountain States Power Co. for electricity 
to furnish that line. 

We struggle along until the time when the Bonneville line was built 
into Coos Bay. From that time on, gentlemen, our area has grown 
by leaps and bounds. At the preesnt time I might say that there 
is no other industry of any kind, utility or otherwise, that has lent 
as much to the development of private enterprise in Coos and Curry 
Counties as this Bonneville transmission line. 

There was then adequate electricity with reliable cost. Due to 
our fast growth in population we have continually made our esti- 
mates too low simply because it grew faster than we could realize. 

Senator Corpon, I am going to make your complete statement a 
part of the record. You can continue to highlight it as you please. 

(The statement referred to follows :) 


STATEMENT OF IVAN C. LAIRD 


Mr. Chairman and gentlemen of the committee, my name is Ivan C. Laird. I 
am a dairy farmer and owner of a logging and Sr ae operation at Sitkum, 
Oreg. I am also president of the Coos-Curry Electric Cooperative, Inc., and by 
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authority of the board of directors of that organization I am representing the 
more than 4,000 consumer members. 

The data sheets attached are presented to acquaint you with the necessity of 
including the authorized 230-kilovolt-amperes transmission line from Riddle to 
Coos Bay ‘area in the 1953-54 budget of the Interior Department. 

You will note from data sheet 1 that our present service line is today loaded 
in excess of the designed thermal capacity should all distributors peak at the 
same time. Delay in construction of a new 230-kilovolt transmission line be- 
tween the Nickel Mountain connection to the Copco system and a terminal point 
in the Norway area will seriously handicap the economy of our area. The in- 
vestment of private capital by our members in industrial and individual electric 
equipment is being made on the assumption that our firm power contract with 
Bonneville Power Administration would enable our distribution system to meet 
the power demands of the area. Under present arrangements, the Mountain 
States Power Co. receives 20 percent of its requirements for the Coos Bay area 
by direct delivery from BPA, with the balance from its own steam generation 
and from intercompany power pool. Bonneville transfers this pool power to 
Mountain States Power Co. and the 20 percent of requirements over the existing 
115-kilovolt Government transmission line from Eugene-Mapleton-Coos Bay- 
Norway. Our cooperative receives all of its requirements from this same line, 
as does the city of Bandon municipal system. 

There is no other source of firm adequate power to meet these needs for this 
area. Our power distribution system is on the extremity of this line, and as 
power is drained from the line by distributors to the north of us, not only is our’ 
accelerated rate of growth brought to a standstill, but there will not be sufficient 
power at standard voltages to maintain service to existing connections. 

The only possible remedy is the restoration of $1 million in budget item 132 to 
complete construction of 230-kilovolt authorized transmission line from Riddle 
to Norway and Norway substation; and sufficient funds in budget item 130 to 
enable Department of Interior to build the Bonneville portion of the transmis- 
sion facilities and the substation at Nickel Mountain for interconnection with 
the California-Oregon Power Co. system. 

You will also note from data sheet 1 that substation capacity on existing Gov- 
ernment transmission lines serving this area totals 86,000 and our engineers tell 
us that with the cooling fans that are installed on the transformer banks 100,000- 
kilowatt load can be utilized. The distributors in this area, Coos-Curry Electric, 
Mountain States Power Co., and city of Bandon, have worked closely with BPA 
officials in forecasting the load growth in this area. It has been assumed for 
several years that additional transmission facilities would be necessary to ade- 
quately serve this area. For that reason substation capacity in excess of de- 
signed thermal capacity of transmission line has been installed. Upon con- 
gressional authorization for BPA to construct a 230-kilovolt main transmission 
line from J. P, Alvey substation to Coos County via Roseburg, the distributors 
in this area assured their customers that their power requirements would be met 
in the foreseeable future. The customers of all of these distributors have made 
heavy investments in electrically operated equipment predicated on the as- 
sumption and assurance from Congress that they would be able to operate with 
low-cost hydroelectric power. 

Failure to construct the 230-kilovolt line from Riddle to Norway now would 
result by the fall of 1955 in substantial load curtailment throughout the entire 
Coos Bay-Gold Beach area even assuming full use of Coos Bay steam generation. 

Based upon actual experience over the past 4 or 5 years, California-Oregon 
Power Co.’s line 20 would not relieve the situation. The unsatisfactory per- 
formance resulting in service interruption and long periods of outages is due 
to the age and service condition of this 23-year-old transmission line. Even 
with reinforcement, short of actually constructing a new line, the thermal ca 
pacity of the line is not sufficient to meet the demands for a satisfactory standard 
of service at this time. 
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Actual marimum kilowatt demand 1952-53 BPA 115-kilovolt-ampere line Eugene 


Distributor 


Blachly-Lane Electric Cooperative 
Central Lincoln Public Utility District 


Do ‘ . 

Do . 
Douglas Electric Cooperative 
Mountain States Power Co 


Coos-Curry Electric Cooperative 


Do 
City of Bandon Municipal 


Coos-Curry Electric Cooperative 


Do 


Total 


Gold Beach 


Substation 


Walton 
Toledo__.. 
Mapleton 
Reedsport-Hauser 

do 
Norway 

do 
Bandon 

do 
Port Orford 
Gold Beach 


Nore.—Thermal capacity of BPA 115-kilovolt-ampere line, 54,000. 


Coos-Curry Electric Co-op average 
percent increase 1950-53 


1950, actual 
1951, actual 
1952, actual 


consumers, 
Actual, 1955 estimate 


A verage 
number 
con 
sumers 


. 715 
3, O89 
926 


Substa- 
tion ca 
pacity 


Kilowatt 
demand 


1, 300 
11, 875 
9, 744 
5, 688 
588 

IR, 240 
, 140 
144 
172 

» aan 

, 040 


56, 263 


maximum demand, and 


Maxi- 

mum Percent 
kilowatt | increase 
demand 


2, 690 
s, O71 
4,072 


1953, actual, April 206 1 6, 656 
1954, estimate from load studies, 194: 4. 338 12. 010 
1955, estimate from load studies, 195% , 618 14, 454 


1Reflects industrial use as well as increased individual use after firm source of power assured on energizing 
Gold Beach substation in October 1952 

City of Bandon Municipal System, peak kilowatt dermand 1951, 1952 actmal, 1955 estimate: 1951, 1,080; 
1952, 2,208; 1955, 4,000 


[Information from April 1953 issue of Oregon Business Review] 

“Curry County led all of the counties in the State of Oregon percentagewise 
in increase in population from the time the 1950 census was taken through 
July 1, 1952, 

“The percent of increase for Curry County was 15.6, with Coos County run- 
ning a close second with 15.4 increase and Douglas County third with a rise of 
14.7 percent. 

“The State as a whole showed an increase in population of 5.3 percent.” 

The Oregon Business Review is published by the bureau of business research 
of the School of Business Administration in the University of Oregon, with 
Wesley C. Ballaine, professor of business administration, as editor. 

The tabulations were based on the Federal census of 1950, adjusted for births, 
deaths, and migrations into and out of the counties by the State board of health. 


PRESENT SERVICE 


Mr. Lairp. I might state that we are served by the Bonneville trans- 
mission line through from Eugene to Coos Bay with an intertie with 
Oregon-California Power Co. to McKinley and then by Bonneville 
to the Gold Beach area. Not until last fall were we served in the Gold 
Beach area by this line. We have known for some time, of course, 
that this line would not be sufficient to carry the load, but even at that 
the load has grown beyond our expectations already. 

At the present time the service load of kilowatt demand is 56,263. 
The thermal capacity of the line operated down from Reedsport is 
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54,000. Of course, it exceeds thermal demand now if all distributors 
were to peak at one time. 

We have been advised by the Bonneville Power Administration 
that if the Bonneville Power Administration operates California- 
Oregon line 20 in conjunction with the present line, they could get 
about 70,000 working those lines in conjunction. That, of course, 
excludes the losses. 

The load studies by REA and BPA show by January 1955 the total 
load to be served will exceed 95,000. The line approved by Congress 
in 1951 from Alvey to Roseburg to the Coos Bay service area would 
take care of that situation. 

If this line is not built by 1955, we are simply back where we started. 
I for one do not want to go back and see any more of those pioneer 
days. We fought too long and too hard to get that service established. 
It means too much to our customers. It means too much for our 
country. In fact, it is our lifeblood down there now. 


RESTORATION OF FUNDS 


I especially request you gentlemen of the committee to restore the 
Interior Department’s items 130 and 132 in the amount of $979,000 
and $1 million requested by Secretary McKay and the Eisenhower 
budget group. 

I want to thank you gentlemen of the committee. I trust that you 
will see our point. 

Senator Corvon. Thank you very much, Mr. Laird. I know the 
committee appreciates your coming back the better part of 3,000 miles 
to appear before the committee. 

Mr. Laird is a pioneer in the country where I was raised. He has 
been one of the leaders in the bringing of power into the southwestern 
Oregon area. For many years the city of Gold Beach on to the sor oh 
west was the only unincorporated county seat in the United State 
I think it is corporated now. 

Mr. Lar. That is right. 

Are there any questions ? 

Senator Haypen. I have no questions. 


ROSEBURG-COOS BAY LINE VOLTAGE 


Senator Corpon. I have 1 or 2 questions. 

At the present time you have a line that connects the California- 
Oregon Power Co. at Roseburg with the Mountain States Power Co. 
over in the Coos Bay area. What is the voltage of that line? 

Mr. Laren. That is line 20. It has a thermal capacity of about 
40,000. 

Senator Corpvon. And you had some severe outages a year or two 
ago? 

Mr. Lartrp. We suffered some terrible outages. We have terrible 
storms there. That is why it is so necessary to build a stormproof 
line from the interior. 

Senator Corvon. What was done when you repaired that line with 
respect to clearing additional timber ? 

Mr. Lairp. That has not been completed. Just the worst danger 
trees have been cut down. Bonneville has not had a chance to com- 
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plete that work yet. Bonneville is clearing that right-of-way. That 
is the plan, to restore that line between Coos Bay,and McKinley sub- 
stantially, which feeds our southern area. 

The old line between Roseburg and Coos Bay, line 20, is in bad 
condition at the present; time. 

Senator Corpon. Your service now comes from Eugene to Maple- 
ton to Reedsport in on a 115-kilovolt line and the piece that was bad 
was from Coos Bay to McKinley? 

Mr. Lairp. That is right. 

I wonder if I might make this statement: I have already talked to 
Representative Ellsworth and he assures me that he will fight on the 
floor to see these items restored to the budget, if the Senate approves 
them. ‘ 

Senator Corpon. I cannot see anything out of order in that state- 
ment. 

Thank you very much. 

Now we will hear from Mr. Adams. 


COOS-CURRY ELECTRIC COOPERATIVE, OPHIR, OREG. 
STATEMENT OF FRED ADAMS, DIRECTOR 
PREPARED STATEMENT 


Senator Corvon. Would you prefer to read your statement or put 
it in the record ? 
Mr. Avams. I will just comment on my statement. 


(Statement follows :) 


STATEMENT OF FRED ADAMS 


My name is Fred Adams. I am a rancher at Ophir, Oreg., and a director of 
the Coos-Curry Electric Cooperative. 

Our economy is geared-principally to the harvesting and manufacturing of 
Douglas fir timber. The largest remaining stands of this species of timber are 
in Coos and Curry Counties. Since 1949, when firm power was assured by 
authorization of McKinley-Gold Beach 115-kilovolt transmission line, millions of 
dollars of private capital has been invested in electrical equipment to operate 
sawmills and allied industry. 

Subsequent authorization by Congress of 230-kilovolt line from Eugene (J. P. 
Alvey Sub) to Coos Bay area via Roseburg led to additional millions of dollars 
invested in timber and industrial sites. The cooperative has in excess of $2 
million invested in lines and facilities to serve the area. 

Prior to completion of McKinley-Gold Beach transmission line, the central 
and southern portions of the county had to be served from California-Oregon 
border, from the California-Oregon Power Co., over cooperative transmission 
facility from border to Gold Beach. During the winter of 1951-52, long periods 
of outages and low voltages caused curtailment of industrial loads, staggering 
of shifts with considerable unemployment resulting. 

Without additional source of power, such as provided by authorized 230-kilovolt 
line from Riddle to Coos Bay service area, substantial load curtailment will 
result in conditions that existed before McKinley-Gold Beach transmission line 
was completed. 

All of this can happen without consideration of the rapid increase in growth 
that both Coos and Curry Counties are experiencing. The increase in popula- 
tion in these 2 counties since 1950 is at a rate percentagewise over 3 times that of 
the State as a whole. 

The possibility of Bonneville Power Administration operating COPCO’s line 
20, in connection with Eugene-Mapleton-Gold Beach line, will temporarily allevi- 
ate the problem of providing adequate service to Coos Bay-Gold Beach area for 
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winter of 1953-54. We have been advised that the two lines integrated would 
provide 70,000 kilovolts, considering line losses. 

Lines 12 and 20 and Eugene to Coos Bay line operated together will have 
served estimated loads of 95,200 kilovolts by 1955. This they cannot do 

Restoration now of $1 million in Department of Interior Bonneville Power 
Administration budget item 132 ancl $979,000 in budget item 130 will enable Bon- 
neville Power Administration to tuild their portions of the authorized Alvey 
Elkhead; Riddle-Norway transmission facilities by December 1955. 


RESTORATION OF FUNDS 


Mr. ApaMs. Mr. Chairman and gentlemen, my name is Fred Adams. 
I am a rancher and a member of the Coos-Curry Co-Op. I am here to 
also ask for restoration of the item 130 and item 132 to finish this trans- 
mission line. Our economy in our country is geared principally to 
the harvesting and manufacturing of Douglas fir. We have the 
largest tract of timber in Coos and C urry Counties that there is left 
in the West. 

Senator Corpon. Do you happen to know what the estimate as to 
the amount of merchantable timber in Curry County is? 

Mr. Apams. I would not know. 

Senator Corpon. They used to estimate there were 70 billion feet 
in Douglas County. Of course, they have cut 7 or 8 billion since then. 

Mr. Apams. Since we have been assured of power coming in when 
authorization was given to the McKinley and Gold Beach line, mil 
lions of dollars had been invested in our country in sawmills and 
sawmill sites and other allied industry. The subsequent authorization 
of Congress with the 230-kilovolt line lead to additional millions be- 
ing spent in our county in big timber and sawmills and other equip 
ment. 

Prior to the completion of this line, our central Curry and south- 
ern Curry got their power from Oregon-California Power Co. at the 
southern line of Oregon. We transferred the power from there to 
Gold Beach. It was not too satisfactory. We had severe outages. 
One outage was of 120 hours’ duration, which caused considerable 
trouble in the w: ay of unemployment. 

Without additional sources of power such as provided by the 230- 
kilowatt line from Riddle to Coos Bay, we are going to find ourselves 
right back in the same place we were prior to the time we got this line 
from McKinley to Gold Beach. All of this happens without con 
sideration of the increase in population we have had since 1950 which 
in Coos and Curry counties is about 3 percent more than the rest of 
the State. 

The possibility of Bonneville Power Administration operating Cop- 
co’s line 20 or provide service this winter of 1953-54 will probably be 
adequately taken care of along with lines 12 and 20. However, we will 
have to have about 95,000 kilowatts to take care of our load during 
1955. LTalso request restoration of the $1 million in the Department of 
the fiiatne and Bonneville Power Administration budget item 132 
and the $979,000 in budget item 130 which will enable Bonneville 
Power Administration to build the portion of the Alvey-Elk Head- 
Riddle-Norway transmission facilities by December 1955. 

I, too, would like to add my recommendation that these amounts be 
put back in the budget. 
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BURNING OF WASTE LUMBER 


Senator HaypEn. Somewhere in these hearings there is a statement 
that power being supplied by lumbering companies is burning waste 
lumber. I do not know enough about the lumber business; but if 
power can be obtained from burning waste lumber, why de you have 
to import electric power? 

Senator Corpon. I think, Se nator, what we are up against is that 
there are not enough B, t. u.’s in the ordinary wood type to do an 
economical job. As the years go by, we are having less and less of 
waste that we could burn. We hope we will have even less than we 
have now. 

The use of the waste from the sawmill is very frequently used for 
steam generation in the boilers of the sawmills. But few attempt to 
add to that the necessary generating facilities. You run into too 
heavy investment for the kind of fuel you have. 

They have some places where they do translate their steam into 
thermal generation, but it is very rare. The reason rests in the fact 
there just isn’t enough heat in that soft wood for the purpose. 

Thank you very much, Mr. Adams, for your statement. 

Mr. Sawyer is the next witness. 


LANE COUNTY ELECTRIC COOPERATIVE, EUGENE, OREG. 
STATEMENT OF GLEN R. SAWYER, MANAGER 


PREPARED STATEMENT 


Senator Corpon. Your statement will be made a part of the record. 
(The statement follows :) 


STATEMENT OF GLEN R,. SAWYER, MANAGER, LANE CoUNty ELecrrRic COOPERATIVE, 
ISUGENE, OREG. 


Mr. Chairman and gentlemen of the committee, my name is Glen R. Sawyer, 
manager of the Lane County Electric Cooperative of Eugene, Oreg. The Lane 
County Electric Cooperative serves the central, south, and eastern portions of 
Lane County, including the area between Lookout and Hills Creek Dams. Direc- 
tors Fritz Petzold and William Cash are here today to outline for you the back- 
ground of a very important, but somewhat involved power supply problem, 

As Senator Cordon knows, the Pope & Talbot Co. and the Edward Hines Lum- 
ber Co, have extensive timber holdings in the Oakridge area and are planning 
their forest operations on a sustained-yield basis. In 1940, our cooperative had 
plans to construct a 33-kilovolt subtransmission line between Eugene and Oak- 
ridge, and we had the right-of-way cleared. World War II intervened and we 
were unable to procure transmission materials. After the war, the Corps of 
Engineers received congressional authorization for Dexter, Lookout, and Hills 
Creek flood-control and power projects. The Army engineers asked our cooper- 
ative to relocate the 33-kilovolt line to take it out of the reservoir area. 

At that time, the loads at Oakridge had grown at such a rate that 33 kilovolts 
was no longer adequate. The cooperative requested and received from the 
Rural Electrification Administration an allotment to construct a 69-kilovolt line 
instead of the originally planned 33-kilovolt line. At that same time, the Bonne- 
ville Power Administration’s 1950 advane e program report indicated the future 
need of 115 kilovolt transmission lines between Hills Creek, Lookout, and the 
J, P. Alvey substation to take the surplus power that would be generated at these 
flood-control projects to load centers served by the main transmission grid system. 
In this connection, it should also be pointed out to your committee that, ordi- 
narily, the Willamette River is at flood stage when the Columbia River has the 
lowest flow. 
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Our directors approached BPA with the request that a joint plan be worked 
out which would avoid the construction of duplicate facilities. They agreed that 
some plan to avoid duplication should be worked out, but doubted that authori- 
zation for a 115-kilovolt transmission line to Hills Creek could be obtained prior to 
the authorization of power production in this dam. We pointed out that some 
20 miles of the right-of-way would go through virgin timber of the Willameite 
National Forest and that it just did not seem io make sense to take land out of 
timber production perpetually for right-of-way for two duplicating transmission 
lines when one 115-kilovolt line could satisfactorily do the entire job. Forest 
Service insistence that they would allow only one right-of-way to be cleared 
was an added factor. 

The BPA staff told us of a similar situation that faced them in central Oregon 
several years ago when the Pacific Power & Light Co. proposed a 69-kilovolt trans- 
mission line between Maupin and Madras which would parallel a portion of the 
230-kilovolt line that BPA had budgeted between The Dalles and Redmond. We 
were told that an agreement was worked out in that case whereby the power com- 
pany built a 230-kilovolt line to BPA’s specifications instead of the 69-kilovolt 
line originally planned by them. They gave BPA an option to purchase their 
230-kilovolt line on the basis that during the interim period of operation, BPA 
would compensate the company on an annual basis to cover the added cost of 
230-kilovolt facilities over the original estimated cost of 69-kilovolt facilities. 
This plan worked to the mutual advantage of the company and the Government, 
and we understand that BPA has since exercised its option and has purchased 
the 230-kilovolt line from the company. 

Our directors then requested that BPA try to work out a similar proposal with 
our cooperative. We offered to construct a 115-kilovolt line on location and to 
specifications approved by BPA if they would pay the excess cost of 115-kilovolt 
line construction over 69-kilovolt construction. The engineers of the cooperative 
and REA decided that this excess cost in poles, crossarms, and insulators would 
be approximately $25,000, as the right-of-way and conductor would be the same 
for both lines. After reaching an understanding with BPA on the form of an 
option that the cooperative would grant BPA the right to purchase the Lookout 
Oakridge 115-kilovolt transmission line, our cooperative with an REA loan pro- 
ceeded to construct the transmission line. An interesting fact is that the Govern- 
ment will pay the cooperative and the money must be immediately returned to 
the Treasury by the cooperative. In reality, the entire transaction could be 
made as a bookkeeping entry with no cash actually changing hands. 

Upon completion of our initial surveys, the BPA engineers made a field check 
and approved the location of the transmission line. The Willamette National 
Forest supervisor also approved the line location. We then used BPA’s specifica 
tions to purchase the material for a transmission line. We used a combination 
BPA-REA standard set of construction specifications to call for bids for con- 
structing the line. The low bid was accepted and the line was completed in 
November 1952. This line was constructed throughout using the same specifica- 
tions and competitive bidding processes as have been followed by BPA on their 
own projects. Our work was supervised by professional consulting engineers, 
and we have been advised by Bonneville that the line that we have completed is 
a good one. Proof of this is available, since this line went through a 100-mile 
area windstorm last December that took down other transmission lines in the 
area, including two that were constructed by Bonneville itself. 

Our directors feel that this project venture, if you would call it that, between 
the cooperative and the Federal Government was the businesslike thing to do. 
Had we not worked out such a plan, the ultimate consumers of the area would be 
saddled with thousands of dollars of excess costs for duplicate facilities. We 
learn that preliminary work is going ahead on site-development work on Hills 
Creek Dam, for which all the people of the Willamette Valley are very thankful. 
Loads are growing in both Oakridge and Westfir, and both the Pope & Talbot 
Lumber Co. and the Edward Hines Lumber Co. will be using additional power for 
plant expansion. At the present time, we are operating the 115-kilovolt line by 
connecting it to our existing system served by the J. P. Alvey substation near 
Eugene. The line cannot continue to carry the increasing load at the lower 
operating voltage and it must be connected to BPA’s main system and operated 
at 115 kilovolts some time this winter. This will make it necessary for BPA to 
proceed with the construction of the proposed Oakridge 115-kilovolt stepdown 
substation which is also included in this construction budget item of which we 
speak. 
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We hope that this committee will give full consideration to restoring funds to 
BPA’s budget so that they can purchase this transmission line and make it a 
part of the Northwest power pool. 

Mr. Sawyer. My name is Glen R. Sawyer, and I am manager of 
the Lane County Electric Cooperative representing the board of direc- 
tors of which we have two present at the hearing today. If there 
are any questions for them they will be glad to answer them for you. 

The Lane County Electric Cooperative is interested primarily in 
the Bonneville budget item 338 which is classified as the middle Wil- 
lamette project. Perhaps the chairman of this committee knows as 
much about that particular project as I, but the cut in the appropria- 
tions made by the House would leave only sufficient moneys to do the 
things that have to be done, and it leaves the cooperative with a ter- 
rific investment which they made to eliminate competing lines or 
duplicating lines to serve the upper Willamette area and to bring out 
the power that is generated at Hills Creek Dam. 


RESTORATION OF FUNDS 


So we would like to see the fund which amounts to only $445,000 
restored to this particular budget item, because that almost exactly is 
the amount that Bonneville has offered an option to us to purchase the 
line which we built to their specifications. 

We have two lumber mills at the upper end of our system or at the 
end of this line in ore which have generating capacity. I might 
say in our particular case, for your information, that they are now 
processing wood waste to such an extent that they now are compelled 
to come to us for power. Last year the E dward Lines Lumber Co. 
put in a plywood plant and ran out of electricity. So they asked us 
to take over their domestic load so they could keep full employment 
at their plant. 

Senator Haypen. This plywood uses up lumber that before they 
were burning ¢ 

Mr. Sawyer. No. There are hardboard plants being put in opera- 
tion in the Northwest now similar to the bagasse plants you find in 
lower Mississippi making a board similar to “Masonite. There is the 
bulk recovery now which is becoming increasingly important. 


POWER SHORTAGE 


The Pope & Talbot Co., which is another big producer of lumber 
and lumber products in our area, is also short of power, but we cannot 
let them off our lines because their generation is needed to meet our 
demand. They are at the present time operating parallel with our 
system and with the Bonneville transmission grid. But they cannot 
go ahead with their remanufacturing and reprocessing until they can 
be relieved of this responsibiilty, by us, to serve the people in the 
area. 

Senator Haypr'y. My recollection is, you would not have built this 
line at as high voltage unless you had the understanding with the 
Bonneville Power Administration? 

Mr. Sawyer. That is correct. 

Senator Haypven. So you built it to their specifications so they could 
take it over and oper rate it? 
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Mr. Sawyer. Yes. Especially was this necessary when we went 
through 20 miles of virgin timber and the Forest Service objected 
strenuously to duplicating lines and duplicating rights-of-way which 
would have taken all of that timber out of production. 

Senator Haypen. You mean to say there is a right-of-way for trans- 
mission lines and that timber is utterly waste ~ 2 

Mr. Sawyer. No. The timber taken off at that time was utilized, 
but you cannot let it grow up into timber again. 

Senator Corpon. We are operating on a sustained-yield basis out 
there. 

Mr. Sawyer. That is something else, too. These big mills are not 
using lumber or the stand only as it is reproduced. We have passed 
that “day in our country, I hope, where timber land is gradually de- 
creasing. 

LEGALITY OF CONTRACT 


Senator Corvon. When the chairman of this committee thinks some- 
thing is wrong he says something. I think the Bonneville Power Ad- 
ministration, if it wasn’t skating right on the line of going beyond its 
legal power, it was right on it. In both this contract and the one they 
had with the Pacific Power & Light. I can see reasons why the thing 
should have bee nh done. It was a good thing, a good business proposi- 
tion to do it. 

I doubt very gravely whether under the law the contract or agree- 
ment if you want to call it that—we had a hard time determining what 
they wanted to call it the other day—or by whatever name they call 
it, I doubt very much whether it would be a valid contract. 

However, there is no question as to the right of appropriations to 
purchase the line so that you come out at the same place anyway. I 
think, however, that the record ought to indicate that doubt is there 
because I don’t think the thing w ill ever be repeated again until there 
is a different type of legal authority for it. Sometime somebody might 
get hurt and find that what they thought was a good contract with 
the Government was not. 

Mr. Sawyer. I believe our board of directors knew they were tak- 
ing some chance, but it was very poor business to do it otherwise. 
In fact, we are in a similar position right now at the Dexter Dam where 
our heavy line crosses the reservoir basin. If we could have had some 
way to akirt around that basin, because we knew ultimately that the 
dam was going to be put in there, so now it is going to cost the ( rovern- 
ment $25,000 to get us out of there; where, m: rybe if $2,000 or $3,000 
were spent at the beginning, we could have gone around it. 

We could not spend that money because we had to do it the cheapest 
way we could. We are continually running into this same problem. 

Senator Corpon. That is just proof again that the less we have our 
Government in business, the better off we all are because the Govern- 
ment is not geared to do that sort of thing. 

Some of these days we will get a proper basis for operation in the 
Bonneville Power Administration where it can operate as a business 
and not as a Government agency. We have Government corporations 
that do have that power, but Bonneville, while there is an agent for 
the Government, still comes within the ordinary run of requiring 
appropriations and not being able to project its work beyond the 
money it has. 
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Let me ask you one thing more. As I understand the matter, your 
69-kilovolt line is now carrying only a part of that. How much 
voltage is it carrying, 33? 

Mr. Sawyer. Thirty-three kilovolts. 


NEED FOR SUBSTATION 


Senator Corpvon. What you need in addition to the line to make 
the line fully effective is an additional small substantion, is that 
correct ¢ 

Mr. Sawyer. That is correct. 

Senator Corpon. This will serve that newly opened lumber operat- 
ing area around Oakridge and that section ? 

Mr. Sawyer. Yes, sir. 

Senator Corvon. They got a little town up there around Pope and 
Talbot’s sawmill where the people have come in in such numbers that 
they are faced with the necessity for sanitation, for sidewalks, for 
all the improvements that a city needs, and they can neither tax 
enough to get it done rapidly nor have they basis upon which to 
issue bonds. 

Thank you very much, sir. 

Mr. Sawyer. May I say just one more word? 

Senator Corvon. Surely. 

Mr. Sawyer. We, too, are interested in the operation and mainte- 
nance item for the Bonneville Administration. I trust this commit- 
tee will go into that. I am not qualified to speak on that point, but 
I believe they have been cut below the necessary amount. 

Senator Corpon. We have been running over it a number of years. 
I think we will take another look. 

Mr. Cash will be the next witness. 


LANE COUNTY ELECTRIC COOPERATIVE, INC., OAKRIDGE, OREG. 


STATEMENT OF WILLIAM H. CASH, DIRECTOR 


GENERAL STATEMENT 


Mr. Casu. My name is William Cash. I represent the Oakridge 
Chamber of Commerce. I am a director of the Lane County Electric 
Cooperative and represent the citizens of the upper Willamette, 
You people stole my thunder. 

Senator Corpvon. Is your hot springs on Hills Creek ¢ 

Mr. Casu. Yes. It 1s good fishing. 

Senator Corpon. And it is a good eating place, too? 

Mr. Casu. Our community originally was just a small community, 
and since 1940 we have increased five times our population. Before 
that we could take care of electric power by the burning of this 
wood waste in these mills, but it got beyond that point. We found 
we had to go outside to get our power. 

We already had a line from the Alvey substation up to Meridian. 
We wanted to start with 33 kilovolts. That was not large enough, 
so we decided to build a 69-kilovolt. Our right-of-way had just been 
50 feet. We thought it was just good judgment to get together with 
Bonneville and see if we could not build a line to their specifications 
about which you and Mr. Sawyer were just talking. 
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Then we had to increase the width of that line to 200 feet for our 
clearing. On that 20 miles we took out 12 million feet of timber. 
Senator Corpon. How much? 


NEED FOR SUBSTATION 


Mr. Casn. I think it was 12 million, or it iscoming out. It is not all 
out yet. Here is another problem we have. At Oakridge in order to 
take the power from the Hills Creek Dam we have to have a substation. 
If we come in with 115 we cannot use that power without the substa- 
tion. If Bonneville does not take that line from us, that practically 
makes us a transmission company which our board does not want to go 
into. 

That is Bonneville business, not Lane County Electric Co-op 
business. 

Then we would have to put the money into this substation. I think 
it is around $120,000 or $130,000 which is too big for our sm: 7 co-op 
to handle. I doubt whether REA would grant us the money for that 
kind of an installation. 

Senator Corpon. Is it not a fact that the practice in the Bonneville 
area has been for the Bonneville Administration to put in substations 
above 12,000 volts ¢ 

Mr. Casu. They ordinarily do, but if they do not have these funds, 
they cannot do it. 

Senator Corpon. I understand that. 

Mr. Casu. That is the problem we are trying to work on. May I 
just mention something else in this transaction? If my figures are 

right, I think they have requested $1,029,000. If the $445,000 is cut 

off. that will just about buy our line. That locks to me it would be a 
bookkeeping transaction. Bonneville would pay us the $445,000. 
Without our seeing it, we would pay it back into ane Treasury of the 
United States. That is a big responsibility for us, too big. 

Senator Haypen. You pay it into the Treasury by repaying your 
REA loan? 

Mr. Casn. Yes. 

Senator Corpon. We have heard from representatives of the Bonne- 
ville Administration on this, so we have quite a record now on the 
overall proposition. 

Mr. Casu. That is all I have, then. 

Senator Corpon. Thank you very much. Your complete statement 
will go in the record. 


STATEMENT OF WILLIAM H. Casn, OAknringr, Orec., Director or LANE CouUNTY 
ELECTRIC COOPERATIVE, INC. AND REPRESENTING THE OAKRIDGE CHAMBER OF 
CoM MERCE 


Mr. Chairman and gentlemen of the committee, the towns of Oakridge, Willa- 
mette City, and Westfir and the immediate area surrounding these communities 
are located in eastern Lane County, Oreg. All are members of the Lane County 
Electic Cooperative. The area is mountainous and contains a vast forest of virgin 
timber. We have a population in excess of 7,000 which today is more than 5 
times that of 1940. This section of Lane County is one of the most rapidly ex- 
panding areas of the West. The forests are preserved for a perpetual yield and 
only now is extensive use being primarily developed. Our present and future 
expansion is dependent entirely on adequate electric power at reasonable rates 
in order that complete utilization may be made of all wood and all wood byprod 
ucts, much of which is now being burned or otherwise destroyed. 
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Without the consideration of any new industry, the presqnt bottleneck of trans- 
mission facilities will not allow for normal expansion by tne firms already estab- 
lished here. Industrial power is presently limited by added individuals and in 
dividual use increase. Present limitations prevent the conversion of forest by 
products by the Pope & 'Talbat Co. at Oakridge as all power generated by then 
over and above their own needs must go into the cooperative’s system to help 
bolster the load at the Oakridge end of the present 115-kilovolt line which is 
being operated at 33 kilovolts as the only voltage available through the coopera 
tive system. This cannot be changed without a considerable investment being 
made for both substations and transmission lines. Proof of the critical power 
situation can be found in the case of the Edward Hines Lumber Co, mill at West- 
fir whose plant use exceeded their generating capacity and they were forced to 
turn to the cooperative for help in order to operate at full capacity and to keep all 
men employed. 

I have been informed that it would be a practical impossibility to prove feasi- 
biilty for an REA loan, much less to provide the engineering and construction 
The weak link in the present cooperative system being a 15-mile section of 33 
kilovolt line which was never designed to carry the loads that are now being 
imposed on it. 

In addition to the present burden of the 115-kilovolt line, it is my under 
standing that in order to provide adequate service the cooperative would be 
compelled to build the 115-kilovolt substation at Oakridge. No planning or engi 
neering has been done because until now no thought was given to such a possibil- 
ity. Certainly no one could expect the cooperative to make all preparations, 
plans, order material and expect to have all in readiness for the winter of 
1953-54. 

Construction power over present facilities for Hills Creek Dam could not be 
supplied and as this phase of the middle fork development of the Willamette River 
project is an integral part of the flood-control program, power for its construc- 
tion can hardly be ignored as all money now spent would be to no avail for the 
control of floodwater on the lower river, Hills Creek Reservoir being the con- 
trolling storage for the middle fork. 

Therefore, it is the wish of every business man and woman—of every individ 
ual—that the present cut in appropriations be restored in order to care for our 
present and future needs and at the same time see that we are not left to stand 
alone to bear the burden of increased amortization, depreciation, and operation 
costs which we do not wish to saddle on the cooperative as a whole because all 
planning that has been done was done on a sound business basis for the good of 
all concerned. We are the only ones who will be hurt should the Congress fail 
to provide that which we were led to believe possible. 


Senator Corpon. Does Mr. Snavere have anything tosay? I under- 
stand you are not making a statement, but you are here giving moral 
support. 

Then Mr. Brooks is here, also. 


COOS-CURRY ELECTRIC COOPERATIVE, INC., COQUILLE, OREG. 
STATEMENT OF CHARLES W. BROOKS, ADVISER 
GENERAL STATEMENT 


Mr. Brooks. Mr. Chairman and gentlemen of the committee, I work 
for the Coos-Curry Electric Cooperative as an adviser. In the course 
of that work I travel throughout Coos and Curry Counties and talk 
to a great number of people, farmers, loggers, timber operators, and 
sawmill owners. In the communities we serve, Gold Beach and Brook- 
ings, we have quite a few small businesses. All of these people I have 
been talking to have become increasingly aware of our power prob- 
lems in that area, and they are supporting wholeheartedly the state- 
ments that Mr. Laird and Mr. Adams have made to this committee. 

They are also concerned about what the House Appropriations Com- 
mittee has done to the Bonneville backbone transmission system. 
They realize even though we are successful in getting our 230-kilovolt 
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line in from Riddle to Norway, without the Bonneville backbone trans- 
mission system coming into Alvey Junction, which some of those back- 
bone systems would tie in the transmission from McNary and some of 
the new dams coming in, we would still be facing a power shortage. 
They look at the picture of what the House Appropriations Com 
mittee did to the Bonneville operating and maintenance bud zet. Wo 
have as our only source of power that brought in from Bom an 


REDUCTION OF INDUSTRIAL LOAD 


I think Mr. Laird and Mr. Adams have mentioned to you the effect 
on our economy in regard to some of these series of outages that we 
have experienced. If Bonneville is not able to maintain its standards 
of service and our voltage drops, we have to cut off our industrial 
load. That causes unemployment and creates a hardship on these 
people in that area who have invested millions of dollars on the as 
sumption that they were going to have a firm source of power in that 
urea, 

So I would like to add my recommendations to those gentleme n’s, 
that you specifically include the million dolars in the budget item 132 
and the $979,000 in the budget item 130. 

Also I have heard here tod: iy that you are taking a look at the Bon- 
neville operating budget. I think that at least it should be restored 
to what the Eisenhower-McKay people have recommended. They 
have certainly gone over it and did cut it from the primary recom 
mendation. 

Senator DworsHak. Where did you get your power in that area be- 
fore Bonneville came into the picture ¢ 

Mr. Brooks. We did not get very much power where I lived. We 
were lucky if we had any at all. We had a little generating plant in 
Port Orford, but it just extended a short way out from there. Most 
of us were stymied. That is why we worked so hard. 

Senator Corpon. In the area around Gold Beach, how far is Brook 
ings south from there? 

Mr. Brooks. Thirty-five miles. 

Senator Corpon. How far is it from Brookings to the California 
line? 

Mr. Brooxs. About 8 miles. 

Senator Corpon. You had in the early days a cooperative line of 
some kind that went down there to the State boundary, did you not, 
and picked up the California-Oregon Co. ? 

Mr. Brooks. Yes, sir. We had a transmission line that we built 
from Gold Beach to Brookings and to the California line with an 
interconnection with the California-Oregon Power Co. 

Senator Corvon. There they supply us on up to Klamath River. 

Mr. Brooxs. That line came from Grants Pass over and across the 
way. 

Senator Corpon. That was 60 or 70 miles? 

Mr. Brooks. That is mght. During the service we got from that 
line we were having diffic ulty in maintaining standard voltages and 
were forced to stagger our mill loads. 


INCREASED POPULATION OF AREA 


Senator Corpon. The coastal country, then, was sparsely popu 
lated, Senator. Since then it has become a continuous village right 
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up to the main highway for miles and miles. It is the result of that 
heavy growth that would make any type of line coming in from the 
south wholly inadequate. There is an absolute necessity to connect 
onto the northern Bonneville power supply in that area 

Senator Dworsuak. Is the influx due largely to the growth of the 
lumber industry ? 

Senator Corpon. That is a major thing. People like to live there, 
too. 

Mr. Brooks. A lot of people retire to that area and try to make a 
living along with it. I might add in connection with that that the 
recent study by the University of Oregon group indicated that Coos 
Curry Counties lead the whole State of Oregon in increased popula 
tion from 1950 to 1951, some 15 percent; whereas, the State as a whole 
gained 5 percent in population. 

So we are having our growing pains down there. 

Thank you for your time, gentlemen. 

Senator Corpon. The committee is pleased to have you appear be 
fore us. 

NORTHWEST PUBLIC POWER ASSOCIATION 


STATEMENT OF GUS NORWOOD, EXECUTIVE SECRETARY 
GENERAL STATEMENT 


Mr. Norwoop. My name is Gus Norwood. I am executive secretary 
of the Northwest Public Power Association which has 92 utility mem- 
bers in the 4 Northwest States and Alaska serving almost 2 million 
people, about 39 percent of the population of the region. 

We have been increasingly perturbed with the difficulty i in meeting 
the electrical-load requirements of the region. During the past year 
we have instituted studies, particularly in cooperation with the Bonne- 
ville Regional Advisory Council, which is a citizen group which ad 
vises Dr. Raver on Bonneville problems. 


STUDY OF PROGRAM 


We have instituted a study to look into the question of possible alter- 
natives to the appropriations process for financing this program. We 
feel it has to be a publicly financed operation. We hope perhaps 
before the next Congress comes by that we may be able to submit to 
the Senate Interior and Insular Affairs Committee some legislation 
to outline revenue bond financing, possibly for the incorporation of 
Bonneville as a Government corporation, possibly eventually for an 
interstate compact to take the job over within the region. 

All these things take time and meanwhile we hope that you can 
keep this program rolling, pending the development of the grossroots 
in the region, getting everybody together on this program. 


BUDGET RECOMMENDATION 


I am particularly perturbed in this current budget and I would like 
to recommend that the Eisenhower estimates be followed; I am 
particularly perturbed on the operation and maintenance c uts. The *y 

can result in considerable damage to the administration far beyond 
the amount of money involved in ‘the budget. 





INTERIOR DEPARTMENT APPROPRIATIONS, 1954 1907 


I looked at a burned-out 230,000-volt transformer in Spokane this 
last year. It was just a mass of molten copper. We are dealing here 
with an investment of over $200 million and I think we should not 
skimp on the operation and maintenance budget. Five million dollars 
is much too low. 

We recommend the level be brought up to the Eisenhower budget 
level. 

Thank you very much for your attention. 


NON-FEDERAL GENERATING FACILITIES 


Senator Dworsuak. To what extent have the non-Federal power 
generating facilities been keeping pace in the Northwest with increas- 
ing demand for powe ré Have they been doing as good a job as the 
Federal Government in expanding production of hydroelectric power? 

Mr. Norwoop. I think within the limits of their financing and their 
opportunities, they have been doing almost a superjob in the last 
2 or 3 years. The 2 private company dams, Cabinet Gorge up in 
northern Idaho, 200,000 kilowatts; the Yale Dam in southern Wash 
ington, 108,000 kilowatts—those projects benefit from the defense 
writeoff program. In other words, the companies obtain a special 
income tax incentive to help to finance those dams. The city of Seattle 
is in the process of completing the Rose powerhouse to bring in 

270,000 kilowatts by the end of this year. 

There you have a total in those 3 projects of 578,000 kilowatts 
which is approximately 1 year’s load growth of the region. Compare 
that to the 31% million kilowatts involved in the McNary, Chief Joseph, 
and The Dalles projects and you realize the ratio of non-Federal to 
Federal activities, about 1 to 6. 

Maybe with due notice our systems can take over more of the job. 
I have a list of all the power sites in the region. There are 611. I 
contemplate that at most the Federal Government might build per- 
haps 40 or 50 of those projects. It is going to be up to the non-Federa! 
agencies in the long run to bring in at least half, possibly two-thirds, 
of the waterpower of the region on the little streams—little plants. 

It would not be economical for the Federal Government to build 
these small dams. It would be too much like a steam shovel trying 
to pick up a peanut. 

Senator Dworsuak. During the past 2 years, how much additional 
power has been brought into the Northwest pool by the various Fed- 
eral agencies? 


ADDITIONAL POWER FROM HUNGRY HORSE PROJECT 


Mr. Norwoop. The Hungry Horse project is the only material ad- 
dition to the Northwest. power pool by the Federal Government. By 
virtue of having the generators already in Bonneville and Grand 
Coulee, and with the added stor: age mi: ade available a t Hungry Horse 
and some at Albeni F ‘alls Dam, we have a net gain in a critical water 
year of about 800,000 kilowatts. That is our main hedge against the 
kind of a power shortage we had last year. 

It is going to enable us to ride through next year without 
into the type of jackbox we were in last winter. 


rett ing 
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Senator Dworsnak. What is the normal growth in power require 
ments in the Northwest pool area ? 

Mr. Norwoop. I would say our normal annual growth today is 

about 500,000 kilowatts, but we have to look ahead about 6 years be- 
cause it takes about 6 years to bring a new project on the line. By 
about 1958 or 1959 we will be nee ding around 750,000 kilowatts of new 
power a year. ‘That does not provide for any large influx of new 
industry. 

Senator Dworsuax. Which at that time McNary and sore of the 
other large dams will come into production and meet that increased 
demand ? 

Mr. Norwoop. Yes, sir. There is a note of caution, however. We 
keep thinking in terms of all the generators. Only about the first 
two-thirds of those generators are reliable. The last ohe-third de- 
pends on the river fiow. In a critical water year these generators will 
be picking up rust. 

Senator Dworsnak. Does that mean they have installed too many 
generators or is it a lack of water? 

Mr. Norwoop. No, sir. In fact, in some of these cases the genera- 
tors will not be installed. The concrete will be laid. The hole will 
be there for future generators, pending the time when some of the 
upstream dams are built, Paradise, Libby, Hells Canyon, some of the 
upper dams. 


MOUNTAIN SHEEP AND NEZ PERCE PROJECTS 


Senator DworsHaxk. How about Mountain Sheep and Nez Perce? 
Mr. Norwoop. Yes. All of those upstream dams, storage projects, 


and the water storage they can provide, will mean the summer flood- 
waters which now run wasted to the sea will be held into December 
und January when we have our real electrical peaks. That water will 
then be released and will go through all these dams. When the river 
is developed, the water from Hunger y Horse Dam will go through 18 
downstream projects. It is an amazing story of what a little of that 
flood water saved from the summer into the winter will do. 

Senator Dworsuak. What will Albeni Falls water go through?’ 
How many generating plants? 

Mr. Norwoop. About 13; Albeni Falls is already firming up 114 
Grand Coulee generators today. 

Let me go back to the storage question. Half of the power potential 
in the Pacific Northwest is tied to upstream storage. The other half 
is tied to the downstream run of the river plants. 

Senator Dworsnak. Those large plants in the lower basin will not 
have their maximum generating capacity until there is adequate stor- 
age in the upper basin ? 

Mr. Norwoop, That is correct. The incremental cost of the new 
generator in the downstream dam will be very low, and you have 
low-cost power as you get the upstream storage. 

Senator Corpon. Thank you very much, gentlemen. 

(Whereupon, at 5 p. m., Tuesday, May 19, 1953, a recess was taken 
until 10 a. m., Wednesday, May 20, 1953.) 
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WEDNESDAY, MAY 20, 1953 


Unirep States Senate, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met, pursuant to recess, at 10 a. m., in room F-82, 
the Capitol, Hon. Henry C. Dworshak temporarily presiding. 
Present: Senators Cordon (chairman of the subcommittee), Fer- 
guson, Young, Mundt, Dworshak, and Hayden. 


DEPARTMENT OF THE INTERIOR 
CENTRAL VALLEY ProJecr, CALIFORNIA 


STATEMENTS OF JAMES B. BLACK, PRESIDENT, PACIFIC GAS & 
ELECTRIC CO.; ROBERT H. GERDES, VICE PRESIDENT AND GEN- 
ERAL COUNSEL, PACIFIC GAS & ELECTRIC CO.; JOHN F. BONNER, 
CIVIL ENGINEER, PACIFIC GAS & ELECTRIC CO.; AND HERMAN 
KRUSE, PACIFIC GAS & ELECTRIC CO. 


GENERAL STATEMENT 


Senator Dworsuak. The meeting will come to order. 

I regret to report that Senator Cordon, chairman of the subcommit 
tee, is again detained while he is presiding on an important meeting of 
the Interior and Insular Affairs Committee. He will be here later. 

Mr. Black, would you like to testify at this time? 

Mr. Buack. Yes, sir. 

Senator Dworsuak. Proceed. 

Mr. Biack. My name is James B. Black. I am president of the 
Pacific Gas & Electric Co., of San Francisco. I have with me this 
morning Mr. Robert H. Gerdes, our vice president and general counsel, 
Mr. John Bonner, civil engineer, and Mr. Herman Kruse. We are 
appearing in connection with certain appropriations requested by 
the Bureau of Reclamation for the Central Valley project in Cal- 
ifornia. 

In the original budget for fiscal year 1954, the Bureau included four 
requests aggregating nearly $1 million for Central Valley project 
power transmission facilities, which are excessive or unnecessary. 

These four requests were specifically denied by the House. They 
are: Folsom transmission facilities, $656,686; Tracy switchyard, 
$70,000; Tracy-Contra Costa-Clayton- Ygnacio transmission line and 
substations, $60,000, and preference customer metering facilities, 
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We urge that the Senate uphold the action of the House, and in addi 
tion specifically withhold approval of a recently revealed request of 
$119,768 for construction of the proposed Folsom-Nimbus transmis- 
sion line. 

Our position on these matters and the action of the House are set 
forth in some detail in the statement which we have filed with the 
committee. 

We understand that testimony has been presented to the committee 
in an apparent attempt to question our good faith in the discharge 
of our obligations under the wheeling contract which we negotiated 
2 years ago with the Bureau of Reclamation. Mr. Gerdes had an active 
part in these negotiations and is familiar with the operations under the 
contract. I have asked him to prepare a summary of the facts con- 
cerning these negotiations and the present status of the service under 
the contract. We would like to have permission from the chairman to 
file his statement with the committee. If time permits, Mr. ( 
in a position to give you a short summary of it. 

Senator Dworsuak. The statements will be inserted in the record at 
this point. 

(The statements are as follows:) 


\ . . . 
terdes IS 





STATEMENT BEFORE THE SENATE COMMITTEE ON APPROPRIATIONS ON THE CENTRAL 
VALLEY PROJECT IN CALIFORNIA BY PAcrFIC GAS & BLectric Co. 

















In the original budget for fiscal year 1954, the Bureau of Reclamation 
included 4 requests, aggregating nearly $1 million, for Central Valley project 
power transmission facilities which are excessive or unnecessary. 

The four requests were specifically denied by the House. They are: 


Tracy switchyard__- stella Saitama eae 70, 000 


Tracy-Contra Costa-C layton- Yen: cio, tre ansmission line and and substa- 
tions, 69-kilovolt bhbendl Ekta dctcesbbhaeec oes 5 - 60, 000 


Preference customer metering facilities__..........___- ie caaatipaie ee 


We urge that the Senate uphold the action of the House and, in addition, 
specifically withhold approval of a recently revealed request of $119,768 for 
construction of the proposed Folsom-Nimbus transmission line. 

Since 1940 the Bureau repeatedly has requested Congress to appropriate funds 
for the construction of a commercial power system for the Central Valley project, 
consisting of a steam plant, switchyards, and an extensive transmission system. 

We have appeared many times before congressional committees and have 
consistently opposed this duplicating system. The area in which Central Valley 
power would be used is already completely served, principally by Pacific Gas 
& Electric Co. We have maintained that the additional transmission and steam- 
generating facilities proposed by the Bureau are uneconomic and wasteful of 
public funds ; and that there is no valid justification for the Bureau to establish 
a tax-free competitive power system in the company’s service area. 

Congress many times has denied requests for commercial power facilities and 
has limited the Bureau to the construction of main transmission lines between 
hydroelectric plants and the project pumps. 

The company has provided a market for Central Valley power since it was 
first generated in 1944. In 1951, at the urging of Congress, we executed 2 
10-vear contracts with the Bureau; one, a transmission and exchange or “wheel- 
ing service” contract; the other, a sale and interchange contract. 

The “wheeling service’ contract allows the Bureau to utilize our widespread 
regional transmission and distribution network to supply power to Bureau 
customers in the Central Valley area. The company accepts delivery of project 
power at Tracy and delivers for the Bureau an equivalent amount of power 


to Federal establishments and to customers given preference under reclamation 
law. 


Folsom transmission facilities, 230-kilovo!t- , z $656, 686 


The sale and interchange contract provides for sale to the company of such 


project power as the Bureau does not need for project purposes, or for service 
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under the “wheeling service” contract, or to supply loads which may be served 
directly by the Bureau. This contract provides for the integrated operation 
of the project and the company system so as best to meet the combined load 
requirements of both parties and for mutual standby in emergencies. It also 
obligates the company to make up certain deliciencies which may occur in the 
output of project plants. 

It has been our hope that, with the execution of these cooperative agreements, 
the Bureau would cease to make requests for unnecessary transmission facilities 
The Bureau's requests would defeat the purpose of these contracts. 


Folsom transmission facilities 


In 1947, when construction of Folsom Dam was being planned, we wrote to 
the Chief of Engineers offering to construct the power facilities at the dam with 
out cost to the Federal Government and to pay for the power use of Folsom water. 
The following year we filed an application with the Federal Power Commission 
for a permit for the powerplant. In 1949, when legislation authorizing the 
Folsom project was under consideration by Congress, we submitted statements 
to the House and Senate Interior Committees repeating our offer to construct 
the power facilities. Our offer was not accepted, however, and the Bureau was 
authorized to construct them. 

Appropriations were requested by the Bureau for transmission lines from Fol 
som Dam in the hearings on the 1951 Interior bill. We then offered to take de 
livery of the power at the dam by utilizing our existing transmission lines 
located nearby. We showed under our proposal that the Government would 
save a capital expenditure of approximately $2 million. ‘The annual savings to 
the Government would exceed $100,000. 

In our statement to the House committee this year we pointed out that the 
Bureau's request for the Folsom transmission facilities was excessive. That 
is, Congress had previously appropriated $1,456,000 for a line which the Bureau 
estimates will cost $1,880,000; consequently only $424,000 is needed to complete 
it, not $656,686 as the Bureau requested. 

The House committee asked us if we would be willing to take over the exist 
ing structures and materials on hand for this line in the event Congress denied 
funds for further construction. We replied that we would do so. We offered (1) 
to pay the full market price for materials and structures thus far purchased or 
constructed by the Bureau, (2) to build any lines needed to transmit Folsom 
and Nimbus power, and (3) to deliver such power under the terms of our powel! 
wheeling and interchange contracts. Acceptance of this offer would result in 
a saving of more than $2 million in Federal funds. 

The House denied the Bureau's total request of $656,686 for Folsom trans 
mission facilities. In its report, the House committee said: 

“Appropriations for the Folsom 230-kilovolt transmission line are being with- 
held at this time in order to bring the completion of this line more nearly on 
schedule with the expected initial operation of the Folsom powerplant. 

“The committee recommends that the Secretary of the Interior undertake 
studies to determine savings in Federal funds and other advantages which 
could accrue to the project if existing structures and materials on hand for 
the proposed Folsom transmission line were transferred to the public utility 
serving the area, and the Folsom and Nimbus power integrated into the regional] 
transmission system under the power wheeling and interchange contracts which 
went into effect after initial appropriations were made for this proposed line 
Under questioning by the committee, representatives of the utility testified that 
the company would be willing to reimburse the Government for the full cost of 
such structures and materials.” 

The committee recognized that under the Bureau’s construction schedule the 
line would be completed in early 1954 and would stand idle until the powerplant 
is brought in operation. According to press reports, a fault recently discovered 
at the site of the Folsom Dam will delay completion of that structure and opera- 
tion of the powerplant until 1955 or 1956. 

We urge this committee to withhold appropriations for the Folsom transmis- 
sion facilities until the Secretary of the Interior completes the studies recom 
mended by the House committee. 


Folsom-Nimbus transmission line 


In response to a request by the House committee this year, the blanket item 
entitled “Folsom Power Facilities” was presented in detail by the Bureau for 
the first time. The breakdown reveals that, in addition to the Folsom power 





1912 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


plant and other features, it includes the Folsom-Nimbus transmission line. We 
did not have this information when we appeared before the House committee 

The Folsom-Nimbus line falls in the same category as the Folsom 280-kilo 
volt transmission line in that Nimbus power can be taken into our system 
through our lines located near the plant and distributed to preference customers 
under the wheeling contract. The Bureau has included $119,768 for this line 
in its request for “Folsom Power Facilities.” This amount should be specificall, 
withheld until the Secretary of the Interior completes the studies recom- 
mended by the House committee. 

Unnecessary Tracy switchyard additions 

The Bureau’s request for an appropriation of $70,000 for additional construc 
tion at Tracy switchyard, which is already operating at full capacity, was de 
nied by the House. 

In 1951 the Bureau let contracts for the installation of 115 and 69-kilovolt 
commercial power outlets at Tracy switchyard to connect with nonexistent 
and unauthorized transmission lnes which, if constructed, would duplicate 
service already provided under the “wheeling service” contract. 

However, in its conference committee report on the 1953 bill, Congress directed 
that the 115 and 69-kilovolt equipment be removed and that the construction 
at the Tracy swichyard be limited to 230-kilovolts only. 

Representatives of the Bureau testified before the House committee this year 
that, although the work was halted, some of the 115 and 69-kilovolt equipmen‘ 
has not yet been removed. 

We urge that the House action be upheld and that the directive in last vear’s 
report be carried out. 

Tracy-Contra Costa-Clayton-Yonacio system, $60,000 

The Bureau’s justification repeated the request of last year for $60,000 for 
additions to the Tracy-Contra Costa-Clayton-Ygnacio 69-kilovolt transmission 
system. This transmission system was constructed to serve project irrigation 
pumps along the Contra Costa Canal. The additions asked for in the justifica 
tions would extend the system to serve Camp Stoneman, already adequately 
supplied under the wheeling contract. 

We understand that the Secretary of the Interior has withdrawn the request 
for this item, which has now been denied by the House. 

Preference customer metering facilities 

A new item in the 1954 justification is a request for $220,119 for preference 
customer metering facilities. Although no funds ever have been requested or 
appropriated for this purpose, the justification shows that $168,991 will have 
been expended by the end of the current fiscal year. This amount is being 
supplied from funds appropriated for other purposes. 

The House denied the request for $220,119. The committee report stated : 

“Funds previously allocated by the Bureau for preference customer metering 
facilities appear to be adequate for the metering of present customers, according 
to testimony received. Future customers may be metered under a rental ar- 
rangement available to the Bureau, and therefore no additional funds are re- 
quired until after such customers are acquired and detailed metering cost data 
have been made available to the committee.” 

There is no necessity for the Bureau’s request for $220,119 additional to meter 
existing or any anticipated customers. The wheeling contract provides that the 
Bureau may rent existing metering equipment from the company for a period 
of 1 year at a nominal charge. We are prepared to extend this rental period 
for the entire term of the wheeling contract. 

The $220,119 requested should be denied. 


Company postwar construction program 


As we have reported to this committee from time to time, our company is 
engaged in the largest construction program of any electric and gas utility in 
the ceuntry. We started this program as soon as wartime controls were re- 
moved and recently passed the billion-dollar expenditure mark for new plant 
By 1955 our investment in new construction since the end of World War IT will 
approximate $1.4 billion. This capital is being supplied from the savings of 
private investors and creates wealth which is and will be taxed by local, State, 
and Federal governments. Our taxes accrued for 1952 amounted to $78,986,000. 
of which $40,237,669 went to the Federal Government. Taxes charged to opera 
tion represented 23.4 percent of our gross operating revenue. They exceeded 
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vages and Salaries paid to all our operating employees by $26,636,000. More 
than that, taxes exceeded by $32,810,000 the dividends paid for the year 1952 to 
our 198,300 stockholders who own the business. 

Postwar additions in new hydro snd steam generating capacity made in the 
10-year period ending in 1955 will amount to nearly 3 million kilowatts—1,687,000 
kilowatts already in operation and 1,273,000 under construction. 

Looking beyond 1955, the Federal Power Commission has authorized the issu 
ance of a license to us for the development of 240,000 kilowatts in 4 hydroplants 
on the Kings River. Our plans for this developrient have been delayed by liti 
gation, the former Secretary of the Interior having petitioned the United States 
court of appeals for a review of the order of the Commission. The Secretary 
challenged the authority of the Commission to issue the license. 

We also have made application to the Federal Power Commission for licenses 
to construct 5 new hydroplants on the Pit and Feather Rivers, with an aggre- 
gate capacity of 424,000 kilowatts. These 9 hydroplants will add 664,000 kilo- 
watts to our resources. 

We are constantly working on plans for additional powerplants and intend 
to continue to build ahead of the rapid growth in our area. 

Unauthorized commercial power features 

We invite the attention of the committee to the fact that, although requests for 
funds are not now made, the Bureau's justification of estimates continues to in 
clude proposed future expenditures for five other power items never authorized 
by Congress. If allowed, these items would result eventually in expenditures 
amounting to $115 million and the establishment of an unnecessary commercial 
power system. ‘These five items are as follows: 


Delta steam plant and switchyard $55, 969, 000 
Sacramento canals unit powerplant (Mooney Island), switchyard 

and transmission line 11, 494, 000 
Sacramento area transmission lines and substations 11, 043, 000 
CVP-BPA interconnection, 230 kilovolts 5, 900, 000 
Transmission line additions 30, 412, 000 


The Delta steam plant was first claimed as part of the project when the Bureau 
inserted it in its justification for a supplemental estimate in the 1942 Interior 
appropriation bill. This was purely an administrative action. 

The steam plant was not included in the Secretary of the Interior's finding 
of feasibility report of 1935. Neither was it included in the act of 1987, which 
gave congressional approval to the project, nor in subsequent project authoriza 
tions. We might add that there is no general authority under the reclamation 
law for construction of steam plants on reelamation projects. 

The Mooney Island powerplant, switchyard, and lines, which would cost 
$11,494,000, and the Sacramento area lines and substations, estimated at $11,- 
043,000, appear this year for the first time as authorized components of the 
project. When the Sacramento Valley canals were added to the project by the 
act of September 26, 1950, the Mooney Island facilities were not included. In 
fact, the Secretary’s report to Congress on the Sacramento canals specifically 
eliminated such facilities. 

“Sacramento area transmission lines and substations” is merely a new name 
for the proposed Elverta switchyard and related facilities, for which funds have 
been denied five times by Congress. With wheeling service available from the 
company’s system, there is no need for the construction of additional facilities 
in the vicinity of Sacramento. 

The Central Valley-Bonneville 230-kilovolt interconnecting transmission line 
is another feature carried in the Bureau's justification which never has been 
authorized by Congress. In its report on the 1951 Interior bill, despite the fact 
that no funds were then requested, the House committee said: 

“This line is not to be considered as authorized, and no expenditure of funds 
should be made in fiscal 1951 from any appropriation available to the Bureau for 
reconnaissance, preliminary survey, design or any other work in connection with 
this proposed line.” 

Unspecified ‘““Transmission Line Additions,” estimated to cost $30,412,000, have 
been carried in the justifications without legislative authority for many years, 
first appearing in the justification for the 1944 bill. The estimated cost has 
varied in the annual presentations to Congress from a low of $1,450,000 to as 
much as $35,686,000. Here, as with the steam plant, the Bureau is attempting 
to obtain authorization by repetition 


’ 
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In conclusion, we respectfully urge this committee to sustain the House action 
in denying the four requests in this bill, totaling nearly $1 million, and to with 
hold funds for the Folsom-Nimbus transmission lines. We also urge this com 
mittee to take whatever action may be required to eliminate from the Bureau's 
justification of estimates the unauthorized facilities proposed by the proposed by 
the Bureau to set up a competing commercial power system in northern and 
central California, at an additional cost to the Government of $115 million 


SuPPLFMENTAL STATEMENT OF PAcTric GAs & ELectric Co. 


As this committee knows, the Pacific Gas & Blectric Co. entered into a 10-year 
wheeling-service contract with the United States in 1951. This contract allows 
the Bureau of Reclamation to utilize our widespread regional transmission and 
distribution network to supply power to Bureau customers in the Central Valley 
area. The basic wheeling charge is 1 mill per kilowatt-hour for delivery at 
transmission voltage. 

At the present time the company is providing wheeling service to 19 customers 
of the Bureau, with and aggregate demand of about 50,000 kilowatts. All 
formerly were customers of the company except three new Government establish 
ments. 

Last December the Sacramento Municipal Utility District, which we have 
served for a numberof years, made a contract to purchase its power from the 
Bureau of Reclamation for a 40-year period. A representative of the district 
recently testified before you concerning the company’s willingness to serve the 
district under our wheeling contract. 

The district representative testified that Pacific Gas & Electric Co. would 
agree to wheel power to the district only subject to certain limitations which, 
he said, “are not in accordance with the letter or spirit of the wheeling agree 
ment.” 

The witness introduced into the record a copy of a company letter dated 
May 1, 1953, but omitted mention of earlier correspondence on the same subject. 
This omission creates an entirely erroneous impression of the Company’s 
position. 

We ask permission to insert in the record the entire correspondence on this 
subject so that the committee may have all the facts before it. Copies are also 
attached to this statement. 

The record shows that by letter dated July 22, 1952, the Bureau’s regional! 
director furnished us with a list of “the estimated future requirements for the 
ensuing 4-year period of existing and anticipated loads and customers of the 
United States to be supplied under the terms of contract 175r—2650”" (our wheel 
ing contract). He asked confirmation that service under the wheeling contract 
be made available for the customers listed. Sacramento Municipal Utility 
District was included in the list of anticipated customers. 

The company replied by letter dated August 1, 1952. Service to Sacramento 
Municipal Utility District is covered by the third paragraph of this letter, where 
it is stated that the company can deliver the power and energy to meet the loads 
of the Bureau’s anticipated customers. By this statement the company became 
obligated to wheel power to the district, as provided in section 8 (c) of the 
wheeling contract. We indicated that we would render service to all the cus 
tomers listed to the extent that they qualify for service under the terms of the 
wheeling contract. 

The company is therefore now obligated, without qualification, to wheel power 
to the district, with deliveries to be made at the points where power is now 
heing delivered by the company to the district. The district witness in his 
testimony did not tell the committee of this unconditional acceptance by the 
company of the obliagtion to wheel power to the district. 

The first letter mentioned by the district witness is that of January 2, 1953, 
addressed by the Bureau’s regional director to the company. In this letter 
he refers to the fact that the company previously had agreed to wheel power 
to the district. He asked the company whether it would render service to the 
district, not only at 15 existing points of delivery, but also at 2 new points— 
South City and South Rural. He also asked that our existing 23-kilovolt 
delivery at North City be changed to 100 kilovolts. 

The company’s engineers made a study of these requests. They found that 
these changes in points of delivery and other additions to meet the load growth 
of the district will require an initial additional investment by the company of 
more than $3 million. 
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ty letter dated May 1, 1953, we advised the regional director of these facts. 
This is the only company letter mentioned by the district witness. We stated 
that, although the wheeling contract does not require us to make these addi- 
tional capital expenditures, we will do so upon certain conditions. The first 
was that, in view of the large expenditures which we will be required to make, 
service to the district should continue for the term of the wheeling contract. 
This would protect us in making the additional $3 million investment. The 
other conditions relate to the voltage and quantity of power to be delivered at 
the various points. Further discussion of our proposal was invited. 

The first indication we had that these conditions were not satisfactory to the 
district or the Bureau was when we learned of the testimony of the district 
witness before this committee. 

We wish to advise the committee that we stand ready to carry out our obliga 
tions under the wheeling contract. We are prepared to fulfill the commitment 
we made last August when we indicated that we would wheel power to the 
district. If the district desires us to make deliveries at additional points not 
covered by the wheeling contract we will do so upon reasonable assurance that 
the additional investment which we will be required to make will be protected. 

The record in this matter completely refutes the charge by the district witness 
that Pacific Gas & Electric Co. has not acted “in accordance with the letter or 
spirit of the wheeling agreement.” 

In addition to the foregoing, the district representative made the claim that 
direct service by the Bureau would result in savings to the Government as com 
pared to service under the wheeling agreement. This claim is based upon com- 
putations which are inaccurate in several respects: 

1. The wheeling charges were overestimated by about 10 percent. 

2. The district estimated that the cost to the Government of facilities to pro 
vide direct service to the district would be $5,500,000. The Bureau in its 1954 
justification estimates that the “Sacramento area transmission lines and sub 
stations” would cost $11,043,000. In other words, the Bureau’s own estimate 
of cost is over twice that presented to the committee by the district. 

3. The district also ignored the cost of other transmission and substation 
facilities which would be properly chargeable to delivery of power by the Bureau 
to the district. 

The district’s contention that it should receive direct service from the Bureau 
is in conflict with the spirit of the wheeling-service contract which we entered 
into at the urging of this committee and the House Appropriations Committee. 
It also violates the provision contained in the Interior Appropriation Acts of 
the last 2 years which prohibit construction of Bureau transmission facilities 
where service is available under wheeling contracts. 

The Bureau itself has indicated that our wheeling contract was entered into 
with the expectation that it would be used to serve the Sacramento Municipal 
Utility District. The acting regional director stated in the attached letter of 
April 1, 1953: 

“Our transmission and exchange contract, and many other similar contracts 
between the Government and utility companies, were entered into following a 
long controversy on the question whether the Government should build so-called 
distribution lines to serve preference customers. Reclamation entered into con 
tract 175r—-2650 with the full expectation that ‘wheeling’ would be used as a 
substitute for Government-owned distribution lines.” 

The Bureau agreed to the wheeling charges contained in our contract after 
long negotiations and with full expectation that the district would be served 
under the contract. In fact, one of the rate-schedule provisions of the contract 
was put in solely to fit the requirements of the district. 

The Bureau requested that the basic 1 mill rate be applicable over the entire 
Central Valley area, regardless of distance from Bureau transmission facilities. 
This is in accord with the general practice of the Bureau to establish uniform 
or so called postage-stamp rates over a wide area. 

The 1 mill rate was based upon average cost of service within the project area. 
It was approved by the California Public Utilities Commission on this basis. 
Direct service to the district by the Bureau would result in the preempting of a 
close-in customer, leaving expensive-to-serve fringe customers to the company. 
In other words, the Bureau would take the short hauls and leave only the 
expensive long hauls to the company. This obviously would be inequitable and 
not in keeping with the wheeling contract. 
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The basic 1-mill rate in our contract is as low as—and is generally lower 
than—the wheeling rate contained in any of the numerous wheeling contracts 
made by the Bureau which have come to our attention. 

The district representative urged the restoration of funds for the Folsom 
Elverta line to enable the district to obtain direct delivery of Bureau power 
He also asked this committee to eliminate the language contained in the House 
Appropriations Committee report directing the Secretary to make studies con 
cerning the desirability of the Bureau continuing construction of the Folsom 
Elverta line, We urge that the study recommended by the House committee be 
made for the reasons stated in our main statement filed with this committes 


DiPaARTMENT OF THE INTERIOR, 
BurEAU OF RECLAMATION, 
REGIONAL OFFICE, REGION 2, 
Sacramento, Calif., July 22, 1952. 
Pactric Gas & Execrric Co., 
San Francisco 6, Calif. 

GENTLEMEN: Enclosed herewith are the estimated future requirements for 
the ensuing 4-year period of existing and anticipated loads and customers of 
the United States to be supplied under the terms of eontract 175r—2650. 

The loads listed include all of the Bureau loads and customers that have been 
accepted by the company to date for service under terms of contract 175r—2650 
and others for which it is anticipated the service will be required. The attached 
estimates repeat some previously given and revise others. We plan to furnish 
you annually, irrespective of an anniversary date for a particular load, an esti- 
mate summary similar to the attached and to inform you of any substantial 
changes in estimates for individual loads and of new loads as they develop. 

Confirmation that service under the terms of contract 175r—2650 will be made 
available for the loads listed and in the amounts indicated is requested. 

Very truly yours, 
RicHaArp L. Boxe, Regional Director. 


Estimated future requirements of loads and customers of the United States (per art. 8c 
of contract 175r—2650) 


[Estimated requirements in kilowatts through June] 


| 
Customer 95 1954 | 1955 1956 


| 
American River construction division (at new delivery point) __| 1,000 | 2, 000 3, 000 
Ames Laboratory of NACA 90, 000 150, 000 260, 000 000 
Benicia Arsenal | 3,200] 3,500 4, 000 "000 
California medical facility, Vacaville 1, 060 | 1, 260 , 450 
California Vocational Institute, Tracy | 1, 200 1, 300 1, 400 500 
Camp Beale 2, 300 2, 400 2, 500 | 2, 600 
Camp Stoneman 2, 000 2, 200 | 2, 200 . 200 
Castle Air Force Base 7, 500 10,000 | = 11, 500 2, 500 
Columbia-Mowry pumping plant | 300 300 300 300 
Folsom prison , 600 1, 600 1, 700 | , 700 
Friant Dam and Camp 500 500 500 500 
Global Commission, Dixon ‘ | 500 1, 500 1, 500 , 500 
Mare Island naval shipyard _. ,000 | 31,000; 37,000 2. On 
Mather Air Force Base hs : wide b | 2, 200 2, 750 | 2, 900 
Moffett Naval Air Station. -- , 500 | ,é 2,875 3, 250 
Naval supply annex, Stockton -- - . 5, 000 | 5, 5, 000 5, 000 
Parks Air Force Base... lists b ‘ } , 300 | 2,! 2, 800 3, 000 
Plumas-Sierra REA : 2, 800 3, 000 
Princeton-Codora-Glenn Irrigation District. -- ; 650 650 650 
Provident Irrigation District : 560 | 560 560 
Sacramento Municipal Utility District 170, 000 | , 000 
Sharpe General Depot, Lathrop-. a 1, 600 1 800 | 2, 000 2, 000 
Sharpe General Depot, Tracy 1, 600 2, 500 2, 800 3, 000 
Travis Air Force Base 9,000 | 10,500 11, 500 12, 500 
West Side Irrigation District 1, 600 1,600 | 1, 600 1, 600 


236,520 | 531,195 557, 310 


Total : ; . 163, 235 
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PactFic Gas & Exectric Co., 
August 1, 1952. 
Mr. Ricnarp L, Boxe, 
Regional Director, Bureau of Reclamation, 
P. O. Bow 2511, Sacramento, Calif. 

Dear Mr. BoKeE: This will acknowledge receipt of your letter, dated July 22, 
in which you have estimated the future requirements of existing customers of 
the United States as well as of certain of our customers. 

Insofar as the information appertains to the existing customers of the United 
States, this is to inform you that the terms of contract 175r-2650 will be made 
available and the estimated loads therefor will be used by us in our future 
planning. 

You have also requested us to inform you whether or not we can deliver the 
power and energy to meet the loads of certain of our existing customers which 
you anticipate you will obtain. The company can make such deliveries 
Whether it will render such service under the terms of contract 175r-2650 de- 
pends upon future circumstances with respect to these customers which cannot 
now be foreseen. Furthermore, certain of these cases have been covered by 
separate correspondence. 

Yours very truly, 
N. R. SuTHERLAND, 
Vice President and General Manager. 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
REGIONAL OFFICE, REGION 2, 
Sacramento, Calif., January 2, 19538 
Mr. N. R. SuTHERLAND, 
Vice President and General Manager, 
Pacific Gas & Electric Co., San Francisco 6, Calif. 

My Drar Mr. SutHertAnp: On December 11, 1952, we executed a contract 
for the sale of Central Valley project power to the Sacramento Municipal Utility 
District. A copy of this contract (No. 14—-06—-200-290) is enclosed. 

The Sacramento Municipal Utility District contract provides that the de- 
livery of power is to begin immediately following and simultaneously with the 
termination of your present contract with the district. We understand that 
your contract will expire on June 30, 1954. Our Sacramento Municipal Utility 
District contract also provides for the delivery of power to Sacramento Mn- 
nicipal Utility District by Pacific Gas & Electric Co. under the terms of the 
existing transmission and exchange service contract (175r—2650) between the 
United States and the Pacific Gas & Electric Co. Transmission and exchange 
service will be required for the delivery points at the nominal voltages and 
in the amounts, for the ensuing 4-year period, as indicated in the attached 
tabulation. 

You will observe from the tabulation that there are included two new delivery 
points—South City 100 kilovolts for service commencing in August 1954 and 
South Rural 60 kilovolt which will be required some time subsequent to 1954 at 
which time service over the tap to Meadowview substation will be discontinued 
Also in August 1954 delivery is requested at North City at 100 kilovolt rather 
than at the present 23 kilovolt. In early 1954 the present Ardmore delivery 
point will be discontinued. 

In our letter of July 22, 1952 we furnished you the estimated future power 
requirements of the then existing and anticipated loads, and customers of the 
United States, including the Sacramento Municipal Utility District, and we in- 
quired whether you would provide transmission and exchange service under the 
terms of contract 175r—2650. Your reply of August 1, 1952, indicated that Pacific 
Gas & Electric Co. would make deliveries to the loads and customers listed. Now 
that a power service contract has been executed with Sacramento Municipal 
Utility District, the district’s requirements have been reviewed and we are 
able to give you more detailed and current estimates with respect to the dis 
trict’s future power needs. This letter is to reiterate our request and to ask 
for confirmation from Pacific Gas & Electric Co. that transmission and exchange 
service will be provided under contract 175r—2650, for the delivery of Central 
Valley project power to Sacramento Municipal Utility District commencing 
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simultaneously with the termination of your present contract with the district 
at the points of delivery at the voltages in the amounts shown and for the period 
set forth on the attached table. 

We shall appreciate a prompt reply to this inquiry so that we may make our 
plans for the future accordingly. Should you desire any additional information, 
we shall be happy to furnish it. 

Sincerely yours, 


Tabulation of estimated requirements for transmission and 
SMI 'D for period 19453 through 19456 


Delivery point 


North city 
Do 
South city 


Allison 


Consumnes 
Elk Grove 
Florin- Perkins 


Galt 
Haggin 


McClellan 
Sheldon 
Signal de pot 
South rural 
Twin Cities 
Brighton 


Lockport 


Vorden 


Ricuarp L. 


Location 


21st and North B Sts, Sacramento 
do.! 

South of 47th Ave. on Power Inn Rd., near 
Saeramento.? 

At Rio Linda Blvd. and Bell Ave 

At Slough House, Calif., near Jackson and 
Meiss Rds 

South of Elk Grove, California 
Stockton Blvd. (Highway 99 

East on Florin-Perkins Rd. on Elder Creek 
Rd 

7th and “B” Sts., Galt, 

Near Watt Ave. and 
McClellan Field). 
Ist St. and Bell Ave 
Field 

Sheldon, California, near 
ind Atkins Rds 

South of Fruitridge Rd. on Florin-Perkin 
Rd., between Florin and Sacramento 

Not yet determined, probably near Stock 
ton Blvd. and Stevenson line 

West of Stockton Blvd. on Twin Cities Rd 

At Folsom Blvd. and Power Inn Rd 

North of Srodgrass Slough levee on Sacra- 
mento River Rd icinity Lockport 

South of Steamboat Slough on Sacramento 


Rd. on 


Calif 
SPRR (vicinity 
(vicinity McClellan 


Daylor, Grant 


Boxer, Regional Director. 


exchange service for 


Kilowatts in thousands 
Kilovolt 
voltage 


1953 1954 1955 1956 


River Rd. (vieinity Vorden). 
South of North “B”’ St. on Jibboom St., 


Sacramento 


Station B 


Total, nonsimul 
taneous 

Total, system si- 
multaneous, 


! Change to 100 kilo t 1954. 


? Scheduled for initial loading, 


olts, delivery is presently scheduled for Augu 
August 1954. 


Paciric GAS & ELectTric Co., 
March 24, 1953. 
Mr. RicHArD L. BOKE, 
Regional Director, Bureau of Reclamation, 
Regional Office, Region 2, Sacramento, Calif. 

Dear Mr. Boke: Your letter of January 2, 1953, requesting this company to 
furnish service under contract 175r—2650 to the Sacramento Municipal Utility 
District contains a tabulation which shows anticipated power requirements 
of the district through 1956 at 16 existing and 2 additional points of delivery. 
Your letter was received January 5, 1953. Under article 8 (c) of contract 175r— 
2650, therefore, the company is obligated to inform you by April 5, 1953, whether 
or not it can deliver power and energy to meet each load included in said 
estimate. 

Our engineers have been engaged for several weeks in compiling, and have 
now completed, estimates of costs associated with supplying these additional 
loads of the district. I shall immediately initiate a review of these engineering 
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studies and their relation to the obligations of the parties under contract 175r 
2650. Such review will require approximately one month 
In view of the foregoing I request you to extend to and including May 1, 
1953, the period for our reply. 
Very truly yours, 
N. R. SUTHERLAND, 
Vice President and General Manager. 


DEPARTMENT OF THE INTERIOR, 
SUREAU OF RECLAMATION, 
REGIONAL OFFICE, REGION 2, 
Sacramento, Calif., April 1, 1958. 
Mr. N. R, SUTHERLAND, 
Vice President and General Manager, 
Pacific Gas & Klectric Co., 
San Francisco, Calif. 

My Dear Mr. SuTHERLAND: This is in response to your letter of March 24, 
1953, requesting that we extend to and including May 1, 1953, the period for your 
reply to our inquiry of January 2 as to whether you would provide transmission 
and exchange service for the Sacramento Municipal Utility District. Although 
we are most anxious to know whether you will be able to provide “wheeling” 
service and had fully expected your reply within the 90-day period provided for 
in contract 175r—2650, we understand your desire to have ample time within 
which to review your engineering studies before arriving at a final decision in this 
matter. Consequently, I am granting the extension of time requested. In doing 
so, however, I want to point out the necessity for our having a final and un 
qualified response from the company by not later than May 1. 

As you know, our contract with SMUD anticipates service to the district 
through wheeling. On the other hand, it provides for certain alternatives in 
the event P. G. & EK. is unable to “wheel.” The first of these alternatives is for the 
United States to build the necessary facilities for direct service. No funds are 
presently available for the construction of these facilities so that, in the event 
P.G. & E, does not agree to wheel, appropriations would have to be requested from 
the Congress. A substantial amount of construction work would be involved. 
More significant, some of needed items of equipment, such as transformers, and 
breakers, require Nany months to procure. As a consequence, funds would have 
to be made available for the coming fiscal year in order to enable the Govern- 
ment to construct and to install the direct service facilities by June 30, 1954, 
the date on which we are to commence service to SMUD 

The hearings before the subcommittee of the Committee on Appropriations of 
the House of Representatives, dealing with Interior, now are nearly concluded. 
Hearings in the Senate will follow soon. Obyiously, then, if the question of 
appropriations for direct facilities needs to be submitted to the Congress for its 
consideration as a part of the fiscal year 1954 appropriations, We must have your 
final answer by not later than May 1. Perhaps you will find it possible to reply 
earlier. 

We sincerely hope P. G. & E. will find that it can wheel to SMUD. Our 
transmission and exchange contract, and many other similar contracts between 
the Government and utilities companies, were entered into following a long 
controversy on the question whether the Government should build so-called 
distribution lines to serve preference customers. Reclamation entered into con- 
tract 175r—2650 with the full expectation that wheeling would be used as a sub- 
stitute for Government-owned distribution lines. If the company now should 
decline to make wheeling service available to Reclamation’s largest and most 
important preference customer for CVP power, certainly we should consider the 
transmission and exchange contract to have been a failure. 

Sincerely yours, 
R.S. CALLAND, Acting Regional Director 
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Paciric Gas & ELecrric Co., 


May 1, 1958. 
Mr. RicHarp L. Boxe, 


Regional Director, Regional Office, Region 2, 
Department of the Interior, Bureau of Reclamation, 
Sacramento, Calif. 

Dear Mr. Boxe: Our engineering studies have been completed and we are now 
in a position to reply to your letter of January 2, 1953, as supplemented by your 
letter of April 1, with respect to electric service to Sacramento Municipal Utility 
District to be furnished under the wheeling-service contract (175r—2650) after 
expiration of our existing contract with the district on June 30, 1954. 

Pursuant to article 8 (c) of the wheeling-service contract we advised you on 
August 1, 1952, that the company can deliver the power and energy to meet the 
load of the district included in your estimate of July 22, 1952. However, your 








letter of January 2, 1953, requests us to render service to the district not only 
at existing points of delivery but also at two new points: South City and South 
Rural. Moreover, you ask that our existing 23-kilovolt delivery at North City 
be changed to 100 kilovolts. Our studies show that these changes in points of 
delivery, and other additions to meet load growth of the district, will require 
an initial additional investment by us in excess of $3 million, 

Although the wheeling-service contract does not require us to make these 
eapital expenditures, we are willing to do so in order to render the type of 
sorvices to the district which you now contemplate, npon the following conditions : 

1, In view of the large expenditures which we will be required to make, service 
to the district should continue for the term of the wheeling-service contract. If 
this condition is not agreeable, then in the alternative the Bureau should pay 
to us our out-of-pocket expenses for this additional investment to protect us 
in the event this service to the district is terminated prior to expiration of the 
wheeling-service contract. 

2. Inasmuch as our existing 100-kilovolt transmission lines pass through the 
center of the SMUD service area, all new points of delivery should be at 100 
kilovolts insead of at 100 kilovolts and 60 kilovolts as proposed. These 100- 
kilovolt delivery points may be at Allison, North City, Brighton, South City, and 
South Rural, or at other points mutually agreed upon adjacent to the Big 
Bend-Brighton-Oakland 100-kilovolt transmission line. The company will in- 
stall such air switches as are reasonably necessary for adequate sectionalizing 
of the 100-kilovolt transmission lines. When the combined simultaneous peak 
demand at new 100-kilovolt delivery points south of Brighton exceeds 40,000 
kilowatts, the additional power should be delivered at Brighton at 100 kilovolts 

8. Delivery at all existing points of supply should not exceed the capacity of 
our existing transmission lines or the capacity of our SMUD substations con- 
necting to our existing transmission lines. 

The three points mentioned below are included for the purpose of clarification : 

A. The 60-kilovolt capacity at our Allison substation allocated to SMUD is 
45,000 kilowatts. 

B. The combined 23-kilovolt and 12-kilovolt capacity at Brighton is 55,000 
kilowatts with a maximum of 2,000 kilowatts at 12 kilovolts. 

C. The 23-kilovolt canacity of our North City transformers is 30,000 kilowatts 
until 1954, when SMUD installs its own 100/23-kilovolt transformers. 

4. Inasmuch as 100-kilovolt delivery will become the dominant delivery voltage 
as time progresses, we should like to have SMUD progressively reduce its load on 
our 60-kilovolt facilities upon 12 months’ notice by us to you or to SMUD. 

We believe that these points of delivery, voltages and peak loads are substan- 
tially in agreement with those requested in your letter of January 2, with the 
exception of the 100-kilovolt delivery request at South Rural location and the 
progressive reduction in 60-kilovolt delivery. 

If you desire to discuss any part of this letter with us, please so inform me 
and we will arrange to meet at a mutually convenient time and place. 

Yours very truly, 













































N. R. SurHereanp, 
Vice President and General Manager. 


GENERAL STATEMENT 






Mr. Gerves. Mr. Chairman, my name is Robert H. Gerdes. I am 
vice president and general counsel of the Pacific Gas & Electric Co. 
I believe you have before you a document which is market “Supple- 
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mental Statement of Pacific Gas & Electric Co.” which reviews our 
willingness to wheel power for the Sacramento Municipal Utility Dis- 
trict. The statement covers this matter in considerable detail so I 
will say only a few words about it. 

As this committee knows, the « “ompany entered into a 10-year wheel- 
ing-service contract with the United States in 1951. This contract 
allows the Bureau of Reclamation to utilize our widespread regional 
transmission and distribution network to supply power to Bureau 
customers in the Central Valley area. The basic wheeling charge is 
1 mill per kilowatt-hour for delivery at transmission voltage. 

At the present time the company is providing wheeling service 
to 19 customers of the Bureau, with an aggregate demand of about 
50,000 kilowatts. All formerly were customers of the company except 
three new Government establishments. 

Last December the Sacramento Municipal Utility District, which 
we have served for a number of years, made a contract to in hase 
its power from the Bureau of Recl: — for a 40-year period com- 
mencing on July 1 of next year. A district representative recently 
testified before you that the company would agree to wheel power 
to the district only subject to certain limitations which, he said, “are 
not in accordance with the letter or spirit of the wheeling agreement.” 

The witness introduced for the record a copy of one company letter 
dated May 1, 1953, but omitted mention of earlier correspondence on 
the same subject. This omission creates an entirely erroneous impres- 
sion of the company’s position. 

We ask permission to insert in the record the entire correspondence 
on this subject so that the committee may have all of the facts before it. 

Mr. Chairman, you will note that copies of the correspondence I 
have referred to are attached to our supplemental statement. We 
have requested that this supplemental statement, together with the 
attached letters, be made a part of the record. We believe that if 
the committee will review this record, it will find that the charges 
made by the representative of the district that the company has not 
acted in accordance with the letter or spirit of the wheeling agreement 
are completely refuted. 

I will, of course, be happy to discuss these letters in detail, and 
our actions under this wheeling agreement, if the chairman would 
care to have any further information on it. 


HOUSE REPORT ON SMUD AND OTHER CONTRACTS 


Senator DworsHax. The statement and the letters have already 
been inserted in the record. 

I have no questions regarding those wheeling agreements but I 
should like to call your attention to the comments made by the House 
Appropriations Committee on the bottom of page 16 of their report. 
Are you interested in the matters referred to in those comments by the 
committee ? 

Mr. Gerpes. Yes; we are interested in those. 

Senator DworsHak. It is the Sacramento contract. Do you care 
to make any brief comments? 

Mr. Gerpves. I could make these comments. The contract that was 
made last December between the Bureau and the Sacramento Munic- 
ipal Utility District, has been the subject of a great deal of concern 
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among the water users and others in California who are interested in 
seeing the financial feasibility of the Central Valley project main 
tained. This Sacramento contract calls for the delivery of 290,000 
kilowatts of firm power out of a project total of approximately 400,- 
000 kilowatts with Folsom project completed. 

The matter was of sufficient concern in California so that a joint 
legislative committee of the California Legislature held hearings on 
it. There were several days of testimony. Various parties interested 
in the Central Valley project, including representatives of the irriga 
tors and the California State engineer, appeared before the commit- 
tee. There was extensive testimony to the effect that it is doubtful 
that this project would pay out with the low net revenue which would 
be received with power being sold under the terms contained in the 
SMUD and other public agency contracts made by the Bureau. 


REPAYMENT STUDIES 


There have been certain repayment studies made recently by the 
Bureau of Reclamation purporting to show that the project is feasible 
with these contracts. We have examined these studies only briefly, 
and find that the Bureau has failed to include in the capital costs 
certain of the features of the project listed in their justifications. In 
any event many water users and others in California feel that the mat 
ter should be looked into by the responsible authorities here in Wash- 
ington to determine whether the feasibility of the project is being 
jeopardized by these contracts. 

Senator Dworsnax. Thank you. I understand that the Solicitor 
of the Interior Department currently is giving considerable study 
to this subject, and I presume there will be some recommendations 
forthcoming soon. 

Do you have any other comments to make at this time, Mr. Black? 

Mr. Brack. I have nothing more, Mr. Chairman. 

Senator DworsHak.- I recall in the past you have been on the stand 
a long time, and I am somewhat surprised that you can complete your 
testimony in 15 minutes. Apparently you have no problems now. 

Mr. Buack. We still have a few problems, but they are not as severe 
as they were in years past. 


POWER SUPPLY 


Senator Dworswax. You are making good progress in California 
in taking care of the increased demands for power ! 

Mr. Buack. Yes. Our reserves are normal, and we are building 
ahead of the demand. Unless we are interfered with by shortages of 
material and manufacturing capacity, we expect to be able to continue 
to meet the rapid growth of our area 

Senator Dworsuak. The private utilities are expanding the gen- 
erating facilities rapidly in that section. 

Mr. Brack. Yes. My own company has spent over a billion dollars 
on new plants since the end of the war, and we are now on our second 
billion. By the end of 1955 we expect to have an investment in new 
plant approximating $1,400,000,000 since the end of the war. 

Senator Dworsnak. There is no shortage of power there now ? 

Mr. Brack. None whatsoever. 
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Senator Dworsuax. If that completes your testimony, we thank 
you. 
’ Mr. Buack. Thank you very much, Senator. It has been a great 
privilege to be here. 

(The following letter was received from Senator Thomas W. 


Kuchel :) 


UNITED States SENATE, 
COM MITTEE ON INTERIOR AND INSULAR AFFAIRS, 
May 27, 1953 
Hon. Guy Corpon, 
Chairman, Appropriations Subcommittee on the Department of the 
Interior, Senate Office Building, Washington, D. C. 

Dear Guy: I have received the attached telegram from James E. McCaffrey, 
general manager and chief engineer, Sacramento Municipal Utility District, 
Sacramento, Calif., with the request that it be inserted in your subcommittee 
hearings. 

If you feel that it would be suitable to include this in the record of the hear 
ings, I would greatly appreciate it. 

With kindest personal regards. 

Sincerely, 
(Signed) Thomas. 
(Typed) Tuomas H. KUCHEI 


SACRAMENTO, CaLir., May —, 1953 
Hon, Tuomas H, KUCHEL, 
Senate Office Building, Washington, D. C.: 

Would appreciate your having placed in the record of the Senate Appropria 
tions Subcommittee on the Interior Department Appropriation Act, 1954, the 
following information supplementing my testimony before the subcommittee on 
behalf of Sacramento Municipal Utility District on May 12, 1953: 

Prior to the testimony of the general counsel for the Pacific Gas and Electric 
Co. before the subcommittee on May 20, 1953, as a reading of the correspondence 
attached to this testimony will show, that company’s obligation to wheel Central 
Valley power to this district assumed by its letter of August 1, 1952, was not 
unqualified but “depends on future circumstances with respect to the customers 
which cannot now be foreseen,” an extremely unsatisfactory assurance 

More important now, however, is that the many limitations as to voltage and 
delivery contained in the company’s detailed letter of May 1, and reiterated on 
May 20, by its witness, would require an expenditure of $2,500,000 by the district. 
These limitations, as we previously stated to the subcommittee, do not appear 
to us to be in accordance with the letter or spirit of the wheeling agreement 
and are prohibitively costly to the district 

The P. G. & BE. witness alleges certain inaccuracies in figures presented in my 
statement of May 12. Such figures were the result of considered judgment and 
P. G. & E. allegations regarding them are, I believe, without substance for the 
following reasons: . 

(A) Before the House Appropriations Subcommittee, the P. G. & E. witness 
testified that the wheeling differential related to SMUD contract would total 
$65 million in 40 years. My statement of May 12 estimated this differential 
at $63,480,000 or $1,520,000 less than the P. G. & E. statement before House 
committee. We cannot reconcile these figures with the P. G. & F. statement of 
May 20 that our estimate of wheeling charges was excessive by 10 percent. 

(B) Our estimated cost of direct service facilities of $5,500,000 was carefully 
prepared by our engineers and concurred in by Bureau of Reclamation engineers 
from Denver office. These facilities are only those necessary to supply the 
290,000 kilowatts as provided in our contract. No lines or capacity are included 
for any other purpose. 

(C) The district has not ignored any applicable transmission and substation 
costs as claimed by the P. G. & E. witness. Figures presented in my state 
ment of May 12 were based upon only realistic assumption possible in circum 
stances, namely that basic Shasta-Folsom-Nimbus power facilities and related 
transmission grid were essential and authorized features of Central Valiey project 
which would continue to be owned and operated by United States whether 
power was delivered via direct service or via wheeling. Problem is therefore 
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confined solely to the incremental costs of supplying the power to district under 
one method or the other. 

Finally, the restoration of funds for the Folsom-Elverta transmission line 
and Folsom power facilities, as already requested in the revised budget sub 
mitted by present Department of Interior administration, is in no Way incon- 
sistent with the policy of effecting power deliveries via wheeling wherever pos- 
sible. In our view, real consequences of denying appropriaitons for these facili- 
ties will not produce true economy for the United States but will instead merely 
strengthen bargaining position of P. G. & E. relative to any wheeling 
commitment since, if completion of facilities is deferred, United States will be 
left without any practical alternative means to deliver district’s power require- 
ments should P. G. & FE. wheeling conditions prove unacceptable. 

If in the committee’s judgment any question concerning this matter remains 
unresolved we are ready to appear again before the subcommittee at its con- 
venience and in the company of Interior Department officials, and make available 
such additional facts as the subcommittee may desire to have. 

JAMES E. McCarrrey, 

General Manager and Chief Engineer, Sacramento Municipal Utility District. 

Senator Dworsnak. I see the two distinguished Senators from Colo- 
rado are present. I understand they want to testify at this time. We 


will be glad to hear from you, Senator Millikin and Senator Johnson. 
Founps ror INVESTIGATION OF RECLAMATION PROJECTS 


STATEMENTS OF HON. EUGENE D. MILLIKIN AND HON. EDWIN C. 
JOHNSON, UNITED STATES SENATORS FROM THE STATE OF 
COLORADO 


GENERAL STATEMENT 


Senator Miuurk1n. Mr. Chairman, gentlemen of the committee, first 
of all I would like to introduce Dean Crawford, who has taken the 
place of Judge Stone, who appeared before this committee many times. 
I am sorry to say Judge Stone has died. Dean Crawford has suc- 
ceeded him. The dean is a Colorado man, and was dean of the Uni- 
versity of Michigan Engineering School. He is one of the great engi- 
neers of the United States. 

We come here today because we are very much interested in the 
appropriation of the House for investigation of the reclamation pro)- 
ects. As I understand it, the original budget figure was $6 million. 
Four million dollars was appropriated last. year. The suggestion is 
for $2.million this year, which includes $500,000 from the Boulder 
Dam fund, which is a statutory fund of $500,000 for investigations in, 
as I recall it, the States of the upper Colorado River Basin. 


IMPORTANCE OF INVESTIGATION 


The thing I wish to emphasize is that the investigation that must 
precede all of these projects is in my opinion the most important part 
of the whole job. There has been some criticism in the past of some of 
our reclamation projects which probably could have been averted had 
we spent enough time and in preliminary investigation. 

Before we can set up these projects, it is obvious you have to know 
about your water, you have to know about your water accumulating 
areas, your snow sheds, the flow of the streams. All of those things 
and many more have to be known. They have to be studied. It takes 
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time and it takes money. It is the best money we can spend in recla- 
mation so as to have good, sound projects when we finally authorize 
them and appropriate for them. 

I respectfully suggest that the $4 million that was appropriated last 
year was in no sense excessive, and cutting this down to $2 million is 
really striking a blow at our reclamation program because it will slow 
down necessary investigation of important presently needed projects. 
In doing that, we will not be able to build up a backlog of information 
for projects of the future. That kind of investigation work should be 
going on all the time so that we can have the information necessary to 
move ahead when we are re: idy to move. 

Senator Jounson. Senator Millikin has covered the situation very 
adequately in a general sort of way. I would add this thought, how- 
ever, that, one of these d: ays, instead of facing a time of peril ‘and war, 
we may be facing peace, ‘and when we do, we will have to undertake 
very heavy domestic expenditures in order to protect our over-ex- 
panded economy. For a long period now we have had a war economy. 

Against that time we ought to be preparing even now in a time of 
peril because if peace comes suddenly, we will have to act very 
promptly. Unless the preliminary study with Senator Millikin has 
discussed so ably is done, domestic expenditures for reclamation will 
be haphazard indeed, will fall far short of what they should be, and the 
inadequacy will call for an extreme waste in funds. 

We know what has happened before where we have had to turn to 
domestic improvement without having the preliminary work done. So 
oreliminary surveys and investigations are extremely important to our 
Nation. They are a protection for our economy, as I see it. 

We have Mr. Crawford here to go into the details. I do not want 
to burden the commitee further. This is all I care to say, Mr. Chair- 


man. 
INVESTIGATION OF PROPOSED PROJECTS 


Senator DworsHax. Senator, I would like to inquire whether satis- 
factory progress is now being made in the upper Colorado River Basin 
in the investigation of these proposed projects. 

Senator Jonson. In my opinion they have not been nearly as 
expeditious as we should like. I think it is more from a lack of funds 
than anything else. I think the program could be much further 
advanced and should be much further advanced than it is. I agree 
with Senator Millikin that cutting back from $4 million to $2 million 
would be a tremendous setback, and would be a decided step in the 
wrong direction. 

Senator DworsHak. Senator, the $500,000 derived from the Colo- 
rado River development fund is a statutory requirement and should 
provide ange funds for that specific investigation. 

Senator Jounson. The $500,000, of course, comes from the Boulder 
Compact Act, and it is an expenditure that may have been thought to 
be a considerable amount of money at one time. But $500,000 in these 
days does not accomplish as much as it was expected it would at the 
time it was set up. It has been helpful and within its limitations it 
has done a very good job. I do not want to leave the impression that 
it has been wasted in any sense, because I have no information along 
that line at all. I think it has been expended wisely, well, and effi- 
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ciently, and the only thing left to be desired is that this job, this 
mendous job—and it is a big job—be prosecuted with a more vigiendies 
and concerted action. 

Senator Dworsuak. Perhaps Mr. Crawford will elaborate on that 
point. 

Senator Jounson. Senator Millikin may have something on that 
point. 


PROBLEM OF DIVISION OF WATER RESOURCES 


Senator Mirxrxrn. I would like to say, just as Senator Johnson 
has said, that money is important but we have to depend on the allo- 
cation we get out of the general fund in order to even approximate 
what should be done. I am speaking now of the Colorado River Basin. 
We are getting ready to move there with a great development. pro- 
gram. Dean Crawford will tell some of the basin problems and the 
specific project problems we have. The Boulder fund is not nearly 
sufficient. We have always had to rely on allocations from the statu- 
tory Boulder Dam fund. We have a great problem in Colorado of 
dividing the water resources of the State between the eastern and 
western slope. The western slope, for example, quite properly takes 
the position we do not want to move any water to the eastern slope 
until we know that we are thoroughly protected so far as our future 
development is concerned. For them to know that, they must have 
a more specific knowledge of their water resources than they have at 
the present time, or have been able to ac quire out of the development 
fund to which you referred, or as far as that goes, out of our alioca- 
tions which have come to us from our general funds. It is an enor 
mously detailed preparation. 

Being a westerner and coming from an irrigation State, you know 
the great resistance that meets any suggestion that anybody give up 
any water. We are in a perilous situation both in the western and 
eastern slope of Colorado, because we do not yet know how to make 
these water divisions equitably so we will not hurt the western slope 
and enable the eastern slope to progress. 

There are estimates that important Colorado communities of the 
eastern slope will reach their ultimate growth limit in 1960 because 
of water shortage. That is a very short distance away. The solu- 
tion is in transmountain diversion of water from the western slope 
to the eastern slope. The western slope quite properly says that be- 
fore we go in for substantial enlargements of such diversions we want 
to know that we have enough water for our own rightful development. 
Much investigation remains to be done. 

Senator DworsHax. We will be glad to hear from you, Dean 
Crawford. 


MICHIGAN STATE UNIVERSITY SCHOOL OF ENGINEERING 
STATEMENT OF IVAN C. CRAWFORD, FORMER DEAN 


GENERAL STATEMENT 


Mr. CrawForp. I have a prepared statement here, Mr. Chairman. 

Senator Dworsuax. Will you proceed ? 

Mr. CrawForp. The item of general investigations, Bureau of Rec- 
lamation, recommends an appropriation of $2 million for the year 
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1954. This is a cut of $2 million below the 1953 appropriation and 
$4,250,000 below the budget estimate of the Bureau for 1954. 

The reclamation program in Colorado is particularly sensitive to 
this proposed reduction in funds for general investigations. Three 
projects are at a point where a year of investigative work would com- 
plete the project to such an extent that it could either proceed or be 
placed on the shelf with one step in the planning completed and be 
in readiness for the next step when the occasion arises. 


WHITE AND YAMPA RIVER BASINS STUDY 


1. So far as engineering and economic studies are concerned, the 
White and Yampa River Basins have not received the attention that 
has been given to the other western slope basins in Colorado. The 
backward position of these two basins in that respect is retarding the 
entire water program in the State because the amount of water 
divertible to the eastern slope cannot be determined until the potential 
irrigable land has been segregated by such a study. A reconnaissance 
survey financed by the Federal Government would require funds in 
the amount of $50,000 and would yield information of very real value 
in determining the irrigable areas and the amount of water necessary 
to be retained in these basins, 

Senator Miuixriw. Will you tell the committee the efforts of the 
State as a State in making contributions toward these survey 
problems ? 

WESTERN SLOPE WATER SURVEYS 


Mr. CrawrForp. At the last legislature of the State a bill appropriat- 
ing $100,000 was passed to make studies of the water surveys on the 
western slope. That subject is being actively attacked. The day before 
yesterday contracts were let covering $62,500 for economic industrial 
surveys and engineering surveys on the western slope. 

Senator Muirkr. I mention that, Mr. Chairman, that all of these 
are Federal projects that we are talking about, but the State of 
Colorado is not a free rider. We are trying to do the best we can to 
try to cooperate. 

Senator DworsHak. It is real evidence of a real cooperative spirit. 


COLLBRAN PROJECT 


Mr. CrawForp. Now I should like to call your attention to the 
Collbran project, which the Bureau of Reclamation has been working 
on for quite some time. 

The Collbran project has progressed to the place where the provision 
of funds for the working up of specifications and the purchase of some 
right-of-way would bring it to the construction stage. The amount 
estimated to complete advanced planning was given in hearings as 
$400,000. Much could be accomplished toward completing this project 
if $150,000 were made available. That should take it to the stage 
where the plans and specifications would be completed and it could 
be placed on the shelf, and await the time when it should go into con- 
struction. 
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ANIMAS-LA PLATA PROJECT 


The No. 3 project, the Animas-La Plata project, has been investi- 
gated and worked on for 20 years. The report is now nearly finished 
and could be completed by January 1, 1954, if funds were available in 
the amount, say, of $50,000 to carry on the work from June 30 of this 
year until January. At that time I am sure the report would be 
finished. 

The State of Colorado, impressed by the immediate necessity of 
completing surveys of its water and soil resources, has appropriated 
the sum of $100,000 to be used in engineering and economic studies on 
all western-slope basins. This amount will not complete the task. 

The appropriations suggested above are approximate. However, 
I have given each case considerable study and am sure that the 
amounts mentioned are not far off. The Commissioner’s office, Bureau 
of Reclamation, could furnish more exact estimates. 
















































INTEREST IN LAND TO BE IRRIGATED 






So far as the White and Yampa Basins are concerned, we are par- 
ticularly interested in the amount of land up there capable of being 
irrigated. That is, we want to determine how much water would be 
necessary in order to complete the irrigable areas within the basin. 
Also, we are faced with the necessity of reserving a certain amount of 
water in that area in order to take care of a potential development in 
the hydro generation of Colorado, and in producing oil from oil 
shales. 

{stimates are being made at the present time of the quantities of 
water required for those purposes. A survey of this type will give us 
particularly the irrigable land and the amount of water which should 
be reserved for the western slope to take care of irrigation develop- 
ment. 

TOTAL ACRE-FEET ALLOTTED TO UPPER BASIN 





As you probably know, the upper basin has been allotted 7,500,000 
acre-feet. Of that amount of water per year, the State of Colorado is 
to receive in the neighborhood of 3,800,000 acre-feet. To intelligently 
allot this 3,800,000 acre-feet to the various requirements which exist 
on the western slope and for possible diversion on the eastern slope that 
we require these surveys to be completed. 

Senator Minu1K1n. Does it not also have connection, Dean, with our 
obligation to the lower basin States on the Colorado River to deliver 
a certain amount of water each year, and to deliver an aggregate over a 
10-year period ? 

Mr. Crawrorp. We must deliver 7,500,000 acre-feet to the lower 
basin each year or a total of 75 million in the 10-year period. Of 
course, every bit of data which we have been able to get with regard 
to our stream flows and potential developments in the upper basin 
makes the planning for the delivery of this amount of water easier 
and a more intelligent matter. 

Senator Jonnson. Mr. Crawford, would you tell the chairman and 
this committee how much of the water of the Colorado River is pro- 
duced in the State of Colorado? 
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Mr. Crawrorp. Approximately 70 percent of all the water that goes 
down the river comes from the drainage areas o fthe Colorado moun- 
tains. 

Senator Miti1Kr1n. So that what we learn in Colorado is of useful- 

ness to all of the States in the Colorado River basin. 

Senator Dworsuax. How much of that water are you Hidinaiia 
for use downstream outside of your State? 

Mr. Crawrorp. We discharge a little more than half. It isa million 
acre-feet that goes to old Mexico under the treaty, 7,500,000 to the 
lower basin States. 


COLORADO-BIG THOMPSON PROJECT 


Senator Dworsuax. What is the status of your big project, the 
Colorado-Big ‘Thompson ? 

_Mr. Crawrorp. That is in the budget, I believe, for something over 

$5 million this year, and that should complete the project. 

Senator Minin. That has been a long, long pull, but it is now al- 
most completed. As Dean Crawford says, it is going to be a great 
thing for that area out there. That involves, as you know, a diversion 
problem from the western slope. 

Senator Dworsuax. How much new land is that bringing under 
cultivation ? 

Senator Mirz1x1n. The supplemental water of 310,000 acre-feet. 

Mr. Crawrorp. Actually it is 270,000 acre-feet. 

Senator Jonnson. But it is all supplemental water. None of it is 
new land in the Big Thompson. 

Senator Dworsnax. Have you any other comments? 

Senator Minxixr. No, thank you ver y much. 

Senator Dworsrax. If not, thank you for your testimony. 

Senator Jonnson. Thank you for giving us this opportunity, Mr. 
Chairman, 


FUNDS FOR INVESTIGATION OF RECLAMATION PROJECTS 


STATEMENTS OF HON. ARTHUR V. WATKINS, A UNITED STATES 
SENATOR FROM THE STATE OF UTAH; AND HON. DOUGLAS R. 
STRINGFELLOW, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF UTAH 


GENERAL STATEMENT 


Senator Dworswax. Senator Watkins, we would be glad to hear 
from you at this time. 

Senator Warkrns. Mr. Chairman, as you recall, I was here about 
a week or 10 days ago to testify on the same subject as Senator Milli- 
kin, Senator Johnson, and Dean Crawford. We have here today, and 
I am glad to introduce to you our new Congressman from Utah, 
Douglas Stringfellow, of Ogden, Utah. He is one of our very prom- 
ising young men, a veteran of World War II, and very much inter- 
ested in reclamation. I think he wants to testify on the same subject 
that the gentlemen just ahead of him were testifying about. 

Senator Dworsnax. Thank you, Senator. We will be glad to hear 
from you, Congressman Stringfellow. 
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REVISED BUDGET 


Representative Srrincrettow. Thank you. My name is Douglas 
R. Stringfellow. I.am the Congressman from Utah’s first district, 
which comprises 25 of the 29 counties in the State of Utah. Of course, 
our whole economic program has been tied to and will be tied to our 
success in reclaiming our natural resources. It has been stated here 
many times that we have developed easy projects in the West. Those 
still before us are the difficult ones. Those which are going to take 
a great deal of planning and research to make them not only eco 
nomically feasible, but which will make them available to the people 
of the West. There is very little that I can say which has not been 
said in reference to the general investigation work of the Bureau of 
Reclamation, but I am consider: ably concerned over the small allow 
ance made by the House of Representatives for general investigations 
which is only $2 million. The revised budget of our administration 
calls for a sizable reduction from the 1953 program, which even if 
with this reduced amount is twice what the House allowed us. 

In considering the amount of money available, I know, because it 
has been mentioned here before, that you are cognizant of the fact 
that this amount includes $500,000 which is already available under 
existing law from Hoover Dam power revenues in the States of Utah, 
W yoming, Colorado, and New Mexico, and $100,000 for investiga- 
tions in Alaska. Thus we would have only $1,400,000 of new money 
for investigations in all the 17 Western States. 

This result is totally inadequate for the large planning job that lies 
ahead in 1954. 

Expressed another way, it is less than 2 percent of the total program, 
and I know of no large enterprise, whether it be private enterprise or 
public, that can efficiently conduct its operations with such a small 
percentage allocated to planning. 


EFFECT OF REDUCTION IN PLANNING FUNDS 


Our administration is pledged to reduce costs and to reduce waste. 
A too severe cut in planning would accomplish neither of these objec 
tives. On the other hand, it would increase overall costs and increase 
waste, The cost of starting and stopping a going program in the way 
of paying of terminal leave to employees who have to be re placed and 
retrained later, in the way of closing established offices, and in the 
mothballing of data and information collected on partially completed 
investigations can run into large figures which further reduce the 
actual amount left for carrying on essential investigation work. 

Incidentally, all of this additional cost is added to the cost of the 
project, and will have to be charged to the project’s beneficiaries. 

Although for several years we have been in a period of so-called no- 
new-starts, the fact remains that Congress has consistently authorized 
and directed the starting of new projects from time to time. Of course, 
we are thankful for this action. The latest example was in the 1953 
Appropriations Act, when a number of new starts were included by 
this committee. One of these was the extremely valuable and worth 
while Weber Basin project in my own home State and district. 

One of the facts that makes this project so economically sound is the 
fact that they had adequate investigation money available to go into 
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all of the details before the sy started the construction work. Conse- 
quently, it is very important that we in the legislative branch, as well 
as those in the executive branch, have adequate basic information on 
which to evaluate the merits of any proposed new developments. ‘This 
can be done only by having an adequate and continuing program of 
investigation. 

That completes my statement, Mr. Chairman. 

Senator DworsHax. Do you have anything to add, Senator? 

Senator Warxrns. I just wanted to add 1 or 2 words to the state 
ment already made. I endorse fully what Senators Millikin and John 
son have stated, and what Dean Crawford has said. I worked for 
many years in reclamation before coming to the Congress, and I am 
fairly well acquainted with the physical engineering and legal aspects 
of the upper Colorado River project. 

I am also interested in all the 17 Western States. The facts just 
given us by Congressman Stringfellow show conclusively that all we 
have left is $1,400,000 for the general investigations. The other money, 
the $100,000 for Alaska and the $ $500,000 for the Colorado River devel- 
opment fund, leaves $1,400,000 to take care of all the 17 Western States 
for general investigations. 


BEAR RIVER PROJECT, UTAH 


We have a project in Utah on which work has already been done— 
the Bear River project. A modest sum of $46,000 was asked to take 
care of it. This request was eliminated by the House. I think the 
chairman of the committee knows about the situation there. The water 
is going to waste. It is completely lost to the people. They have 


droughts and then periods when supplemental water is very badly 
needed. But very little can be done with $1,400,000 for the 17 Western 
States. 

I think the President and his budget people should be sustained in 
what they did in cutting the budget request, but I think we have just 
gone wild when we make severe cuts below that point. About all that 
will be left of any organization would be a skeleton force that might 
keep the records together, and do a little investigat ing on the side. It 
could not be effective and efficient. Some may say I am for economy 
except when it hits my own projects. I am one of the people who is 

harged in determining how the mone y is to be spent and I want the 

general appropriations cut down. I have voted: for such cuts and I 
will vote for them now. I do think, however, that out of the mone y 
we are going to: appropriate for reclamation, the most in portant money 
is the money for the general investigations. It is a very modest sum 
when compared with many of the other things that are done, par- 
ticularly the investigations which are made in the field of flood con- 
trol by the Army engineers. If you compare what we are asking for 
here in general investigation funds with what the Army engineers 
get for their program you will find it is practically nothing 

Senator Haypen. That confirms everything I said. The mistake 
we made last year was in not keeping the figure at $5 million. I think 
the cut made last year was not justified. Certainly the $4 million 
should be retained. 

Representative Srrincrettow. Thank you. 
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Senator DworsHak. Senator Griswold has a witness from whom we 
will be glad to hear at this time. I have been informed by Senator 
Griswold’s administrative assistant that the two Senators from Ne 
braska are unable to be here at this time by reason of other pressing 
engagements at this particular time, but that rhey are very much in 
terested in the matter to be presented by Mr. DeBoer. We will be glad 
to hear from you, Mr. DeBoer. 


Missourr River Bastn Prosecr 
NEBRASKA PUBLIC POWER SYSTEM 
STATEMENT OF D. J. DeBOER, EXECUTIVE DIRECTOR 
GENERAL STATEMENT 


Mr. DeBorr. Thank you, Mr. Chairman and gentlemen. I have a 
statement which I would like to leave with you. I would like to save 
your time by reading it. It is not very long. It covers the matte: 
rather consistently, I think. 

My name is D. J. DeBoer, and I am executive director of the Ne 
braska public power system, Columbus, Nebr. I appear be fore you 
in the interest of the vast number of electric power users in the eastern 
two-thirds of the State of Nebraska, exclusive of Omaha and vicinity, 
whom we are privileged to serve and who are wholly dependent upon 
us for their wholesale power supply. We operate or control and dis 
tribute over our high voltage transmission system the output of elec 
tric power from six major hydroplants and three large steam plants 
totaling 270,000 kilowatts in capacity. In 1952 our peak load was 
235,000 kilowatts. We estimate the 1955 peak will be 315,000 kilowatts, 
and in 1960, 443,000 kilowatts. 


POWER DELIVERY CONTRACTS 


As part of our long-range planning to meet these increasing de- 
mands of our customers we have over the past 2 years carried on ex- 
haustive negotiations with the United States Bureau of Reclamation 
for substantial amounts of firm power to be delivered by the Bureau 
over specified Government-owned transmission lines from the Missouri 
River Basin project in South Dakota into our high voltage transmis- 
sion system for delivery or “wheeling” by us to the public power dis- 
tricts, rural associations, and municipalities in our service area. The 
commitments for firm power in this contract, which incidents ally has 
been fully agreed upon but has not yet been executed, are as follows: 

Forty thousand kilowatts in the summer of 1954 

Seventy thousand kilowatts in the summer of 1955. 

One hundred thousand kilowatts in the summer of 1956 and there- 
after. 

The 1954 commitment of 40,000 kilowatts will be delivered over the 
115-kilovolt Government-owned transmission line from Fort Randall 
power plant to O'Neill, Nebr., which line has been built and is in 
service. The additional 30,000 kilowatts scheduled for 1955 is to be 
delivered over a proposed 115-kilovolt line connecting with an existing 
line from Fort Randall at a point in South Dakota about 4 miles north 
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of the Gavins Point plant near Yankton to a junction with our system 
near Belden, Nebr., a distance of about 35 miles. This also involves a 
major river crossing over the Missouri River at Gavins Point. The 
additional commitment for 1956 (30,000 kilowatts) contemplates a 
230,000-volt line from Fort Randall to Grand Island which line we 
will not discuss at this time. 


GAVINS POINT-BELDEN TRANSMISSION LINE 


Returning now to the Gavins Point-Belden transmission line, it 1s 
our understanding that the fiscal 1954 budget request of the Bureau 
of Reclamation included an item of $575,000 for the construction of 
this line in Nebraska and South Dakota including the aforementioned 
river crossing. We further understand that this line was subsequently 
deleted in its entirety by the Bureau of the Budget. 

We want to make it clear at this point that we do not in any way 
question the motives or sincerity of the Bureau of the Budget in taking 
such action. We feel, however, that the Bureau of the Budget was 
perhaps not fully aware of the critical need for this line in the summer 
of 1955, the time required to complete its construction, and the unusual 
circumstances incident thereto. By way of explanation, your attén- 
tion is directed to the fact that in 1950, NPPS placed an order for a 
new steam turbine generating unit to meet estimated load growth 3 
years hence. Shortly thereafter, in anticipation of oe River 
Basin power, installation of this unit was postponed until 1954. Again 
about a year ago, upon further assurance from the USBR th: at ample 
Missouri River Basin power would be available, installation of this 
unit was postponed until 1955, and finally within recent months fur- 
ther postponement to 1956 was considered feasible and was scheduled 
in view of the satisfactory conclusion of contract negotiations with 
the USBR. 

Since a full 3 years is required to complete the installation of steam 
generating facilities, we are now therefore precluded from obtaining 
new steam capacity at any time in 1955 and since no other source is 
available to us we must rely upon the USBR and the Gavins Point- 
Belden line. 

Under present conditions, it is estimated that the minimum time 
required to completely engineer, design, and construct the proposed 
line and river crossing is 18 months; therefore, work must be author- 
ized in 1953 to assure completion in the summer of 1955. 


SUGGESTED GOVERNMENT OWNERSHIP OF LINES 


The suggestion has been made that this line be constructed by the 
local agency or public power district. Being political subdivisions 
of the State of Nebraska, our districts cannot in our opinion legally 
or practically construct and own transmission line or other facilities 
in the neighboring State of South Dakota. The conclusion, then, is 
that the Government should logic ally build and own this line as an 
integral part of the Missouri River Basin project. 

Time does not permit a more detailed discussion of this subject. 
In conclusion we summarize: 

1. To assure the power supply to eastern Nebraska in 1955, NPPS 
is relying fully upon availability of Missouri River Basin power. 
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2. To assure delivery of adequate power in the summer of 1955 
funds for the Gavins Point-Belden line must be included in the 1954 
Appropriations Act. 
3. NPPS is precluded from installing new generating capacity for 
1955 because of time limitations. 
4. NPPS cannot construct and own facilities outside of Nebraska. 
5. The Gavins Point-Belden line is logically an integral part of the 
Missouri River Basin project and should be owned by the Government. 
We respectfully solicit your committee’s favorable consideration of 
this, our request for reinstatement in the fiscal 1954 USBR budget of 
the necessary funds to construct the proposed Gavins Point-Belden 
transmission line. 
That is the end of my prepared statement, Mr. Chairman. 


FUNCTION OF NEBRASKA PUBLIC POWER SYSTEM 


Senator Haypen. I am not quite clear about the function of the 
Nebraska Public Power System. You are an overall organization 
that supplies power to the separate, what we would call preferred 
customers ¢ 

Mr. DeBoer. That is right. We are the original so-called system 
organized and constructed back in the 1930’s. We are the wholesaler. 
We generate and transmit at wholesale. We do not retail at all. We 
sell at wholesale to the consumers of public power districts who are 
the retail outlets to all the cities and towns, some 350 of them, and 
some 27 rural public power districts, who are REA’s, who serve the 
farm communities, perhaps 75,000 to 80,000 farmers. 

Senator Haypen. You would act in the capacity of what in another 
State would be a private utility in wheeling this power? 

Mr. DeBorr. That is correct. Under this proposal with the Bureau 
of Reclamation, we will wheel the power over our high-voltage grid 
system for the Bureau to these customers who are our customers, also. 

Senator Haypen. Do you designate who gets the Government 
power, or the Bureau of Reclamation ? 

Mr. DeBoer. The Bureau makes its own contracts with our cus- 
tomers. They make their own deal. 

Senator Haypen. They are reimbursed in that way ? 

Mr. DeBoer. That is right. They bill their own customers, and 
then we have an arrangement whereby the Bureau allows us wheeling 
for the power we transmit over our system. 

Senator Dworsnax. You do not obtain any power directly from the 
Federal Government for distribution ? 

Mr. DeBorr. We do not contemplate any; no. 

Senator Hayven. If you built this line up to the Missouri River, 
and then the Government built part of it in South Dakota, what differ- 
ence would that make in the cost ? 

Mr. DeBoer. Of course, that could be done. We could build the 
lines. We are authorized to build lines anywhere in Nebraska, of 
course. We do not believe that they can build lines for 1 mill per 
kilowatt-hour. In other words, we do not think we can amortize and 
operate them at 1 mill per kilowatt-hour. If we were to build a line 
inside of Nebraska, not including the river crossing and the part in 
South Dakota, we would probably have to negotiate with the Bureau 
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on seme type of ‘additional credit to make it economiically feasible 
for us to own the line; that is, to amortize and operate it. 


ADDITIONAL COST TO NEBRASKA CONSUMERS 


Senator Haypen. That charge would be added to the cost of power 
to the consumers in Nebraska ? 

Mr. DeBoer. Unless it came from a reduction in the cost of power 
from the Bureau to us or if we had an increased wheeling allowance. 
Senator Haypen. Somebody would have to pay for it in the end. 

Mr. DeBorr. That is right. 

Senator Haypen. It would be the consumer in Nebraska, it would 
seem to me. 

Mr. DeBorr. If there were no increased wheeling, it would be the 
consumer in Nebraska. If there were increased wheeling, it would be 
the overall additional.cost in the Misouri Basin. It would be absorbed 
by the Missouri Basin as a whole. 

Senator Haypen. What difference would it make in cost if you 
provided the money up to the river and the Government did the work 
across the river and into South Dakota? 

Mr. DeBoer. Offhand, I would say it would be about half a mill 
per kilowatt-hour over that line. 

Senator Haypen. I am talking about the amount of money Con- 
gress has put up 

Mr. DeBoer. Prt is my understanding that the total amount that the 
Bureau asked for was $575,000. We could build the line from Belden 
to Gavins Point in Nebraska for somewhere of the order of $350,000 
to $375,000. There is a difference of $200,000. That would be ade- 
quate to cover the river crossing, which is a big river crossing. It 
is a wide river at that point, plus the 4 miles of line that has to be 
built.in South Dakota. 

Senator Haypven. There is no crossing on top of the dam? 

Mr. DeBoer. No, this is a high voltage dam and would have a sepa- 
rate crossing. It is a long crossing and would require high towers. 

Senator Haypen. I appreciate the fact if you thought you had what 
was a firm commitment with the Reclamation Bureau and in view of 
this commitment we will not build the steam plant and then you find 
out that the Bureau is foreclosed from carrying out the agreement 
because it has no money, you on the other hand are in a real hole be- 

cause if you had known it was going to be the other way, you would 
have built the steam plant. 

Mr. DeBoer. That is correct. We are exactly in that position. 
We ordered the steam plant in seeepeten of our load growth. The 
Bureau came along and said, “Gentlemen, we are going to have the 
power.” We wanted to buy it. They assured us they would deliver 
it so we progressively postponed the installation of the steamplant. 
Now it is too late to install the steamplant and the Bureau has no 
money to build the plant which we cannot build. So the people are 
going to have to suffer in 1955 unless it is built. 

Senator DworsHak. If there are no questions, we thank you. 

Mr. DeBorr. Thank you, Senator. 

Senator DworsHak. We will resume the hearings with the Bureau 
of Reclamation on the construction items. 
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Missourt River Bastn Prosecrs 


STATEMENTS OF GOODRICH W. LINEWEAVER, ASSISTANT COMMIS- 
SIONER, BUREAU OF RECLAMATION; HARVEY P. IMcPHAIL, 
ASSISTANT COMMISSIONER, BUREAU OF RECLAMATION; KEN- 
NETH W. MARKWELL, ASSISTANT COMMISSIONER, BUREAU OF 
RECLAMATION; ALFRED R. GOLZE, DIRECTOR, DIVISION OF 
PROGRAMS AND FINANCE; E. 0. EATON, DIRECTOR, DIVISION 
OF OPERATION AND MAINTENANCE; AND J. W. DIXON, DIRECTOR, 
DIVISION OF PROJECT PLANNING 


ORIGINAL BUDGET FOR GAVINS POINT-BELDEN LINE 


Senator Harven. Mr. Chairman, in connection with the testimony 
just given on behalf of the State of Nebraska, I realize Mr. Lineweaver 
is bound by the budget which has been sent up here, but I think we 
would be able to properly inquire of him to ask what the situation 
is and what money they did ask for this transmission line in Nebraska. 

Senator Dworsmax. We would be glad to hear from the Bureau on 
that. 

Mr. Lrneweaver. Yes, sir. Mr. McPhail, do you have the figures 
on what the original budget request for the Gavins Point- Belden line 
was? 

Mr. McPram. My memory is that it was $575,000. 

Senator Dworsnax. Was it approved by the budget ? 

Mr. McPuat. The original budget, yes, and removed in the revised 
budget. 

Senator Haypen. Were you given a hearing by the budget author- 
ities at the time of the revision ? 

Mr. Linrweaver. No, sir; not so far as I was advised. 

Senator Hayrpen. How did it happen that they decided that they 
could postpone this? In other words, were they aware of the fact 
that you had made a firm commitment to the State of Nebraska that 
this line would be available to them, and therefore they would not 
have to build a steam plant? 

Mr. McPuar. That was explained to the Bureau of the Budget, 
Senator Hayden, in connection with our original appearance last 
October. 

Senator Hayven. If you explained it then, and it was allowed, 
what I want to find out is whether when the reduction was made, 
the present Director of the Budget was fully aware of all of the 
facts. Did he know that the State of Nebraska could not get the power 
uny other way because it had foregone construction of the steam 
plant? 

Mr. McPnratr. That I do not know. 

Senator Haypen. No representations were made by the Bureau of 
Reclamation to him in that regard? 

Mr. McPuart. No, sir. 

Senator Haypen. Was it discussed at all? 

Mr. Lineweaver. So far as I know, Senator, we were not asked for 
any detailed information with respect to that situation. Our position 
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was, as Mr. McPhail stated, pretty clear as to our commitments, that 
this Gavins Point-Belden line was an essential facility to supply 
Nebraska, and we made our case last October. What the reasons 
were for the elimination we are not advised. 

Senator Haypen. It seems to me that any person in a responsible 
sosition in the Bureau of the Budget who had all the facts before 
fim would not have decided that the money for this line should be 
taken out of the budget because of the circumstances, if they exist 
as stated by the representatives of the State of Nebraska. 


WHEELING CHARGE 


Senator Munpr. Mr. McPhail, as I understand, a wheeling charge 
is something that is normally paid by an REA or public-power dis- 
trict to a private untility as a sort of rental charge for the use of its 
facilities and lines; is that right? 

Mr. McPuan. That is right. It is a service charge for the use of 
facilities. 

Senator Munpr. I could not quite understand the previous testi- 
mony because if the Government builds the line and another instru- 
mentality comes in and collects a wheeling charge for the line that the 
Government builds, is that the way it is customarily run? 

Mr. McPuair. No; I do not believe that is what Mr. DeBoer was 
trying to explain, Senator. The agreement which has been negotiated 
between the Nebraska Public Power System and the Bureau of Ree- 
lamation provides that the Bureau will pay to the Nebraska Public 
Power System 1 mill per kilowatt-hour for any Bureau power which 
is wheeled over the system of the Nebraska Public Power System. 

Senator Munpr. Provided the Nebraska Publie Power System 
builds the line. 


AGREEMENT COVERING NEBRASKA PUBLIC POWER SYSTEM LINES 


Mr. McPuatt. The agreement that has been negotiated cover Ne- 
braska Public Power System lines throughout the central and eastern 
part of Nebraska—all of their lines. This short line to Belden where 
we would make first contact with the Nebraska Public Power System 
had always been contemplated as a portion of the Missouri trans- 
mission which the Bureau would build in Nebraska. It would attach 
at the point of closest approach of the Nebraska Public Power Sys- 
tem’s existing transmission system to the Bureau system. 

Senator Munpr. Why would not the Bureau receive a wheeling 
charge instead of paying one if the Bureau owns the line? 

Mr. McPuatt. We contemplated an expenditure for this line in our 
costs in establishing the rate for the sale of power. We have done 
the same thing in South Dakota, I might add, Senator Mundt, where 
we built certain lines, like the east central loop, and then REA’s and 
other attach to those lines and take the power away for final 
distribution. 

SOUTH DAKOTA WHEELING CHARGE 


Senator Munpr. That is right. But in those lines in South Dakota, 
no other instrumentality steps in and receives a wheeling charge. 
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Mr. McPuat. There would be some wheeling charge paid for the 
use of cerain of those lines in order to make use of them to supply 
power to others than the owner of the line. 

Senator Munpor. Who would receive in South Dakota in such a 
situation the wheeling charge? Would it be the Bureau? 

Mr. McPuau. No. The Northern States Power Co., or an REA, 
if one of their lines is used. It would be whoever is the owner of the 
line. 

Senator Munpr. I understand that. I envisage in connection with 
this testimony that the Government builds a line to a certain point. 
Then I understood the testimony to say that the Nebraska Public 
Power District would collect a wheeling charge on that line that the 
Government built. 

Senator Haypen. I think you misunderstood him. It would collect 
the wheeling charge if it builds the line, and as I understand it, up 
to the Missouri River. These gentlemen testified that the Nebraska 
Power Authority collected a wheeling charge, which is a postage 
stamp rate of 1 mill, whenever it received the power for any delivery 
that it made anywhere in Nebraska to an REA or preferred customer 
of any kind. I suggested that in view of the fact that we are short of 
money, that the State might build the line up to the river. In any 
event, there would be a wheeling charge. He insisted on account of an 
investment of some $300,000, the wheeling charge would have to be 
raised in order to reimburse the State. They could not do it for the 
1-mill postage stamp rate that they now apply all over Nebraska on 
their existing lines. There was nothing in his testimony that indi- 
cated that he would receive any pay by reason of transmitting power 
over a Government line. 

Senator Munpr. I see. 

Mr. McPuan. I would like to make it clear that insofar as we now 
see it, the Bureau of Reclamation would make direct deliveries from 
its own transmission facilities to no customers in the Nebraska area. 
Power would be delivered to the system of the Nebraska Public Power 
System which in turn will carry it over its existing lines and redelivery 
to the Bureau customers. 

Senator Munpr. The question is at what point you are going to 
make the delivery of that power. 

Mr. McPuanm. Yes. The negotiations have proceeded for several] 
vears on the premise that one of those points of delivery would be at 
Belden. 


ARIZONA POWER AUTHORITY CONTRACT 


Senator Haynen. We have a similar arrangement in Arizona, 
whereby the Arizona Power Authority contracts for all the power 
produced on the Colorado. Only through that authority can power 
be obtained. The power then is transmitted over the Government 
transmission lines and goes to private utilities, to co-ops, cities, and 
so on, who pay for it. 

Senator DworsnaK. Mr. Lineweaver, before we take up the Mis- 
souri River Basin projects singly, I suggest that you give us a very 
brief summary as to the total projected cost and the ultimate amount 
of power and acreage of new lands which will be irrigated in the basin. 
Can you do that briefly ? 
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Mr. Lineweaver. Yes, sir. The Missouri Basin project, Mr. Chair- 
inan, was authorized by the Flood Control Act of 1944, based on what 
is known as Senate Document 191. In that Flood Control Act, section 
9 provided for the approval of the coordinated program of the Corps 
of Engineers and the Bureau of Reclamation, which was known as 
the Pick-Sloan plan. 

In the general division of the program, the Corps of Engineers was 
to build principally the main-stem dams, such as Garrison, Oahe, Fort 
Randall, Gavins Point, and others with their powerplants. The Bu- 
reau of Reclamation was allocated principally the dams on the tribu- 
taries, all of the irrigation work, and the power transmission lines. 
Flood control was, of course, a major purpose. 

The Secretary of the Interior was authorized to market the power 
produced at the Army dams through an integrated Missouri Basin 
transmission system. 


COSTS TO SEPTEMBER 1952 


The presently estimated cost as of September 1952 of the reclama 
tion phases of the Missouri Basin plan is $3,449,470,000. The cost of 
the Corps of Engineers program at comparable dates was estimated 
at $1,923,626,000. Other agencies in the Interior had estimated costs 
of $300 million. The Department of Agriculture has pending au- 
thorizations for a program in the Missouri Basin which is comparable 
tothis program of the Interior agencies. 

The whole program, Mr. Chairman, as you will recall, was to pro 
duce an integrated development for the entire Missouri Basin extend- 
ing from the Continental Divide and Canadian border down through 
the Solomon River area in Kansas, which is practically the southern 
limit of the Missouri Basin. It covers the tributaries as far west as the 
Rocky Mountains. Both agencies have proceeded with the program 
largely based on the Pick-Sloan plan. 

The Army has proceeded with the construction of such dams as 
Garrison, Fort Randall, Gavins Point and, as I understand now, the 
Budget Bureau has sent or will send a supplemental estimate for con- 
struction of Oahe Dam. 

OAHE DAM 


Senator Munpr. Correction at that point. Oahe has been under 
construction and 14 to 16 million dollars has been spent. The Budget 
Bureau has sent up a request for $814 million now. 

Mr. Lineweaver. To carry on the construction of Oahe. 

Senator Munpr. That is right. 

Mr. Lineweaver. The total acreage contemplated for irrigation 
both full and supplemental land is 6,500,000 acres. The ultimate 
power installation at both the main-stream dams being constructed by 
the Army and those by the Bureau of Reclamation on the tributaries 
and upper Missouri is placed at 2,500,000 kilowatts. Under the inte- 
grated plan that was contemplated by Senate Document No. 191 and 
the coordinating document that was signed by the Chief of Engineers 
and the Commissioner of Reclamation and approved by the then 
Secretary of Interior and Secretary of War, the irrigators would pay 
to the extent of their ability and the remainder of the costs would 
be absorbed by surplus power revenues. 
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That program has been presented to the Congress at each succeeding 
session, and appropriations have been made on that basis. The prog- 
ress that has been made has been governed by budgetary considera- 
tions. Today Reclamation has completed and has in service some 
10 or 12 dams or irrigation systems, including such dams as Boyson 
Dam in Wyoming, aiid is completing Canyon Ferry Dam in Mon- 
tana with power, Angostura in South Dakota, Enders and Medicine 
Creek in Nebraska, Bonny in Colorado, and Cedar Bluff in Kansas. 
All of these have flood-control factors as well as irrigation. 

I should emphasize the flood-control phases of the joint plan, which 
is quite an important factor, and also that the operations on the Mis- 
sourl River contemplate navigation. 


OBJECTIVE OF PICK-SLOAN PROPOSAL 


The general situation, Mr. Chairman, is this: The objective of the 
Missouri Basin plan as exemplified in the Pick-Sloan proposal was to 
provide for stabilization of agriculture and related economic factors 
in 'the seven States of the Missouri Basin, It grew out of the terrific 
economic, financial, and other losses, and the human dislocations 
during the severe droughts of the thirties. It was from that drought 
that interest in this integrated progam was stimulated. 

That started the Bureau of Reclamation and the Corps of Engi- 
neers to work on plans as to how that situation could be met by 
stabilization through the storage of the surplus water supplies for 
irrigation and their release for power production, and at the same time 
provide flood protection. The recurring floods which, over the years, 
have taken their toll in human lives as well as in millions if not billions 


of dollars worth of property, in addition to the dislocation of economic 
factors and related matters, were important considerations. 

Senator DworsnaKx. How much has been spent to date on the basin 
by the Bureau of Reclamation? 


TOTAL EXPENDITURES TO DATE 


Mr. Linewraver. The Bureau of Reclamation has expended $296 
million up to June 30 of 1952. 

Senator DworsHaK. How much power has actually been generated 
so far? 

Mr. Lanewraver. The power installation so far, Kortes in Wyo- 
ming, Angostura in South Dakota, and Boysen Dam, also in Wyo- 
ming, have a combined capacity of 52,200 kilowatts. The acreage 
under irrigation is relatively small, approximately 10,000 acres of 
new land. The irrigation is now coming into its own a little more 
rapidly with the completion of the distribution systems in Nebraska 
and elsewhere. 

I may say, Mr. Chairman, that the irrigation extension has been 
retarded through the requirements for repayment contracts validated 
by the courts in advance of the beginning of construction of distribu- 
tion systems. That requirement was initiated with irrigation con- 
struction on the basin project. I will give you an example. I refer 
to the Frenchman-Cambridge project in Nebraska. The contract was 
siened in 1947. but 2 years or more were required to get the contract 
validated. While we went ahead with the dams and carriage facilities 
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of the Frenchman-Cambridge project, we were barred from initia 
ing construction of the distribution systems until repayment contract 
was validated by the courts. Fortunately, we have been in a wet 
cycle and the delay in the construction of the distribution system 
was not too serious, although the prospective irrigators were con 
siderably disturbed at the delays. Under the then procedure, which 
has been continued, and which we think is a very good proposition, 
we have sought assurances that the courts will approve the repay 
ment contracts for the irrigation systems when we embark on con- 
struction of distribution systems in the Missouri Basin area. ‘The 
law requires a repayment contract only in advance of the delivery 
of water—not before construction. The requirement in the Mis 
souri Basin was an administrative determination with respect to 
distribution systems. 

Power installations have been going forward by the Bureau; at 
such dams as Boysen and Kortes the installations are complete, and 
Canyon Ferry is nearing completion. Canyon Ferry is on the uppet 

reaches of the Missouri. 

Senator DworsnHax. Those items will come under the detailed 
reports. 

Mr. LinewraAver. Yes, 

Senator Dworsuax. You may take them up then. 


TOTAL MILES OF TRANSMISSION LINES CONSTRUCTED 


Just one more question. How many miles of transmission lines 
have been built by the Bureau on the Missouri Basin? Do you have 
that available? 

Mr. Linewraver. We will supply that for the record. I do not 
have accurate figures. 

(The information requested follows :) 

On December 31, 1952, the Missouri River Basin had constructed and placed 
in operation approximately 1,570 miles of transmission lines. These lines con- 
sist of 90 miles of 230-kilovolt lines (now operating temporarily at 115 kilovolts), 
1,380 miles of 115-kilovolt lines, and 100 miles of all other voltages under 115 
kilovolts. The transmission lines now under construction on the Missouri River 
Basin project when completed will make an aggregate total of approximately 
500 miles of 230-kilovolt lines, 2,400 miles of 115-kilovolt lines, and 130 miles of 
all other voltages under 115 kilovolts. 

Senator Dworsuak. You also transmit the power generated in the 
dams built by the Army Engineer Corps ? 

Mr. Lineweaver. Yes; that is right. 

Senator Haypen. My understanding, Mr. Chairman, was that a 
rate for power was fixed at 514 mills and at the time that rate was 
fixed, it was deemed to be ample to devote a considerable part of it 
to the repayment of the reclamation costs. In view of the increase 
in cost of labor and materials, is that rate high enough now? 


RATES 


Mr. Linewraver. May I make this statement, and then I will ask 
Mr. McPhail to fill in. At the time that rate of 514 mills was fixed 
in 1950, the Secretary approved it as an interim rate. He took into 
consideration at that time the possibilities of increased costs which 
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might upset the base on which the interim rate was fixed. Mr. Mc- 
Phail, would you like to fill in on that? 

Mr. McPuai. When we recommended rates for the Secretary’s 
approval, we at that time put what we thought was considerable 
cushion in the rates. There are several rather important matters in 
connection with the basis for rates that are still not clear. One in 
particular that I may mention is the allocation of costs. The Bureau 
of Reclamation in its consideration has not allocated as much of the 
costs to power as the Corps of Engineers has since indicated it thought 
was proper. If the concept of the Bureau is approved, I think that 
the rates are probably still about sufficient. They are pretty close, 
at any rate. If the higher cost allocations are required, then we will 
require a change in the rates. 

So far the rates are on an interim basis. All the contracts provide 
that if a rate adjustment is necessary, it can be made under the 
contract. 

Senator Haypen. Those rates are about twice as high as the rates 
under the Bonneville project. 

Mr. McPuai. Just about; yes, sir. 

Senator Haypven. But still they are at 514 mills lower than the gen- 
eral prevailing rates in the area, are they not? 

Mr. McPuar. They are. They are lower than the general pre- 
vailing rates, although with advanced development of the area, and 
considering the vast fuel resources that are present in the area, it is 
doubtful if the rates are very much below what future competition 
may become. 

Senator DworsHaKk. Will you proceed now, Mr. Lineweaver. 

Senator Fercuson. You want to see that they pay for everything. 

Senator Haypen. Yes. 

Mr. Lrnewraver. It might be informative to the committee to make 
a comparison of the rest of the present program. 

Senator Frrevson. Might I interrupt? Along Senator Hayden’s 
proposition there, where he said at the end that he was anxious to see 
that they would get their money back, in other words these rates can 
be adjusted, if the Department adjusts them, to see that the Govern- 
ment does get its money back; is that right? 

Mr. McPuat. That is correct, sir. 

Senator Frrauson. All right, pardon me. 


1954 BUDGET 


Mr. Lineweaver. Mr. Chairman, the program for the Missouri 
Basin project for this year, as presented by the Secretary in the revised 
April budget, is approximately $43 million. With the items added by 
the House, the four items, the Buford-Trenton project, the Kirwin 
unit in Kansas. the Missouri diversion unit in Montana, and the Web- 
ster unit in Kansas with amounts totaling $13,800,000, the proposed 
program would be $56,738,168. 

Senator Haynen. How does that compare with the figure in the 
original budget estimate in January ? 

Mr. LinewrAver. The original submitted in January was $73,416,- 
000. and last vear’s »rogram, including carryover funds and new 
money, was $64,346,779. 


Senator Frerauson. What is the carryover this year? 
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Mr. Lineweaver. The current estimate, Senator Ferguson, is 
$4,188,140. That estimate is as of. April 1%, and in all probability 
will be increased by the end of the year. 

Senator DworsHak. Those four items you mentioned that were 
added by the House were not in the budget? 

Mr. Lineweaver. They were not in the April budget revision, 
no, sir. 

Senator Haypen. With the addition of those projects it is still below 
the January budget ? 

Mr. Lineweaver. Yes, sir. 

Senator Munpr. Also below 1953. 


REVISED BUDGET 


Mr. Lineweaver. Yes, sir. If I may, Senator, just to get the stage 
set for the individual items’as they come up, the revised budget pro- 
vided for a program of some $43 million or $44 million. With the 
House action in rescinding the appropriation for the Sinclair- 
Westvaco line and other adjustments, the program as it now stands 
for which we are asking restoration is a total of $42,938,168, exclusive 
of the writeins. That would require $38,750,028 of new funds, to 
which would be added the presently estimated carryover of $4,188,140. 

The House action provided, exclusive of the four writeins, but based 
on the April budget, for a program of $35,748,060, of which $26,987,- 
922 was new money, and the distribution of the House estimate of the 
carryover was $8,760.138. Now, to complete the picture $13,800,000 
for the four new items should be added, bringing the total of carryover 
funds anticipated by the House now to finance this program to 


$22,560,138, and $26,987,922 in new funds. This makes a total pro- 
gram approved by the House of $49,548,060 as compared with the 
total program including the restorations requested of $56,738,168. 


HOUSE ESTIMATE OF CARRYOVER 


Senator Haypen. Do I understand you to say that the House has 
estimated a carryover at about twice as much as you now think it will 
be? 

Mr. Lineweaver. Yes, sir. 

Senator Dworsnak. In fact, they propose to finance those four 
projects which are not in the budget with carryover funds. 

Mr. Lineweraver. Yes, sir. 

Senator Dworsuax. Can you explain that? 

Mr. Lineweaver. Yes, sir. 

Senator Fercuson. Where did they get their figures? 

Senator Haypen. How do they arrive at that? 

Mr. Linewraver. Senator, I am not advised as to where the figures 
came from or how they arrived at the $42 million of estimated carry- 
over. Our own reports show at the time the House report was being 
made up something like $22 million or $23 million of carryover funds 
for the Bureau asa whole. The present indication on our latest report 
is that the carryover will be, based on the field estimates, something 
like 25 to 27 million dollars for all projects. Our best judgment at 
this time is that the carryover, unobligated—I am speaking of un- 
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obligated, not of unliquidated carryover—will not exceed $: 
and in all probability will be closer to $30 million. 

Senator Dworsnaxk. Does that mean you will need new money in 
addition to carryover funds to finance those four projects inserted by 
the House? 

Mr. Lineweaver. If the full amount of the restorations is made. 
yes, sir; new funds will be required for the recuested Missouri Basin 
program for fiscal year 1954. 

Senator Ferauson. What is your definition of “obligated”? 
Mr. Lrvewsraver. Mr. Golzé will answer that. 


35 million 


OBLIGATED FUNDS 


Mr. Goizk. The definition of obligation is that funds are legally 
reserved for specific purposes such as ‘contracts aw arded for construc- 
tion or for furnishing of supplies and materials. 

Senator Ferguson. That is a contract actually signed. 

Mr. Gouzt. Yes, sir; the contracts are actually signed. 
obligate Government payrolls except on a pay-period base. 

Senator Ferauson. You do not anticipate you are going to get a 
contract and set aside a fund that will be applied later? 

Mr. Goizé. We have a method of nuerniid ating or reserving funds 
known as an encumbrance on the “books” when. it becomes ‘evident 
that a contract is in prospect. 

Senator Frercuson, But that is not a legal obligation ? 

Mr. Gouzé. That is not a legal obligation ; ; no, sir. 

Mr. Liveweaver. We do have to take into consideration, Senator, 
the Bureau payrolls in estimating what will be unobligated at the end 
of the year. 

Senator Frereuson. Yes; particularly on a contract. 

Mr. Lineweaver. That is right, and administration of the contract, 
and the overhead, and so forth. As explained yesterday, Mr. Chair- 
man, the situation would be something like this: If we were expected 
to come up to provide the $42 million that the House designates as 
unobligated carryover, we would have to adjust—which we are able 
to do under our contracts—the unliquidated or unearned funds that 
have been reserved for contractors on certain projects to make up that 
amount, but which they will not have earned by June 30, 1953 

Senator Munpr. In ‘other words, you slow down some projects to 
start other ones. 

Mr. LineweaAver. Well, maybe. The adjustment, Senator Mundt, 
would be based on the conditions that existed, say, about the middle 
of June. A contractor may have encountered difficulties in making 
his schedule, or weather conditions may have tied him down, or, as 
we had the experience early in this fiscal year and for the last couple 
of years, there was trouble in getting materials and equipment, and 
the contractors may have had other difficulties. Labor troubles may 
enter into the delays, and a number of other factors may have retarded 
the progress of the contractor below what he anticipated when he 
represented how much funds he would need this year. 

Senator Dworsnak. Mr, Lineweaver, if you think the House over 
estimated the amount of carryover funds 
Mr. Lrvewraver. Unobligated. 
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Senator Dworsuax. Unobligated carryover funds which could be 
used for these four additional units not included in the budget, what 
would you do if you were confronted with a situation where those un- 
obligated funds were materially reduced ? 

Mr. Lineweaver. Mr. Chairman, as we were confronted with the 
necessity of indicating where this $42 million carryover would be made 
up, we would examine the unexpended and unearned carryover that 
would be indicated as available on June 30 and make adjustmen«s 
along the line to make the best progress that was possible to cariy 
out the program that the Congress approved. 


AUTHORIZATION OF ADJUSTMENTS 


Senator Haypen. If they gave you more program than they gave 
you money, you would have to make some adjustments ? 

Mr. Lineweaver. Yes, sir. We would make the adjustments, and 
what we would like for the committee to do, if it did take that course, 
would be to say that these adjustments were authorized. 

Senator Frreuson. Are they not always authorized if they do not 
give you enough money ? 

Mr. Lrneweaver. Yes, sir; but it would be some protection, Sen- 
ator Ferguson. 

Senator Fercuson. You mean excuse. 

Mr. Lineweaver. With the full explanation that we have made, of 
course, I think the reeord would show what was intended especially 
if the procedure we outlined was not challenged. 

Senator Frrauson. Is that not one of the purposes of the order of 
Mr. Dodge, the Budget Director, that they can adjust and control 
these expenditures efficiently? Is that not one of the purposes? 

Mr. Lineweaver. That is correct, through the apportionment pro- 
cedure that the Budget Director is authorized to exercise, they can 
control it, even beyond what our program is, and it has been done at 
times. 

Senator Munopr. Mr. Chairman, I think we all understand that if 
we do not give him as much money as we give him projects we have 
got to have some adjustment. 

Senator Dworsnuak. I agree with you that we ought to make better 
progress, but I just have one more question. I want to call the atten- 
tion of Mr. Lineweaver to page 14 where no carryover funds are 

earmarked for three of these projects, that the House added, amount- 
ing to $1314 million, while in your justification sheet you have those 
three projects totaling $1314 million under the heading ‘ ‘Distribution 
of carryover funds.” Can you clarify that once and for all? Are 
those three projects to be financed, if eonthnned according to the 
House action, from carryover funds or will they require new funds? 

Mr. Lineweaver. Mr. Golzé will explain that. 

Mr. Gouzt. The House committee did not distribute the carryover 
beyond the $13 million shown in its table. They added in $29 million 
undistributed. In making up our presentation to this committee we 
had to go ahead and distribute that money. In doing so we followed 
the instructions in the House report. On 3 of the 6 units or projects 
added to the program they said specifically they had to be financed 
from unobligated balances. On the other three the House report was 
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silent as to method of financing. ‘As those three projects were not i 
the revised budget we had no choice but to put them against the un 
obligated balance, or rather against the House’s estimate that ther: 
would be $42 million of unobligated funds. 


DEFICIENCY IN UNOBLIGATED FUNDS 


Senator DworsHak. If you find a deficiency in the total unobligated 
funds then what would you do? 

Mr. Lineweaver. There is where the adjustments would come in 
with the unexpended or unearned reserves that had been allotted to th: 
contractors. 

Senator Dworsuak. Where are you going to get that money from? 
Other projects? 

Mr. Lineweaver. Yes, sir, after a survey of the contractors’ progress 
and the status of the construction, and if the committee approved 
the program. 

Senator Dworsnak. Usually is it as easy as that for you to find 
these dollars lying around that can be reallocated ¢ 

Mr. Lineweraver. We try to carry out the program that the Con- 
gress approved, Mr. Chairman. 

Senator Frrauson. You haven’t a close connection with the mint, 
have you? 

Mr. Lineweaver. No, sir. 

Senator Haypen. In any event, if there is not enough money to go 
around you have to slow something down. 

Mr. Lrveweaver. Yes, sir. I think it is quite apparent, Mr. Chair- 


man, that the revision of the budget contemplated a slowdown of the 
construction program, not the abandonment of any particular project 
included in the April budget but more or less of a slowdown from the 
rate previously contemplated. 

Senator Dworsuak. All right. Now you can proceed to take up 
the individual items in phase A. I hope you will proceed rapidly so 
that we can make up some time. 


Bostwick Division, Nesraska-Kawnsas 


Mr. Marxwetu. Mr. Chairman, we have the Bostwick Division 
first. 

Senator Dworsnak. The justification may be inserted in the record 
at this point. 

(The information referred to follows:) 


BostwicK DIvisionN, NEBRASKA-KANSAS-MIsSsouRI River BASIN PROJECT 
(Ref. BR 486) 


Fiscal year 1954 program—Revised budget allowance 


Fiscal year 1954 new funds 
Fiscal year 1954 obligation 


WORK PROPOSED, FISCAL YEAR 1954 


Program for fiscal year 1954 includes continuation of construction on the 
Franklin Canal and lateral system, the Courtland Canal and lateral system, and 
the Naponee Canal and lateral system. Preconstruction work will be continued 
on the Lovewell Dam and Reservoir, which has been redesigned to provide addi- 
tional flood storage, the Courtland Canal below Lovewell Dam, and remaining 
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portions of the Franklin Canal and leteral system. Project investigations will 
continue on some remaining features. 


House allowance : 
ee e _... $3, 850, 000 
Carryover funds__-----~-~- ; ames 150, 000 
Total program —— . ‘ 4, 000, 000 
Restoration requested: New funds_- j ‘ see 183, 571 
(hh 1) Bostwick Division, $183,571 

Restoration of $183,571 is requested which, with $150,000 of prior year balance 
estimated to be available and $3,850,000 appropriation allowed by the House, 
will finance a program of $4,183,571. 

This restoration is requested in order to make the best use of Government 
funds expended to date both by the Bureau of Reclamation and the Corps of 
Engineers. The major portion of the canals and laterals involved in the fiscal 
year 1954 program are now under construction. Any reduction in funds necessi 
tates a reduction in the going construction rate. 

The restoration of funds to permit following the most efficient program as 
currently scheduled is also desirable to avoid the possibility of destroying the 
feasibility of the Bostwick division as a whole. A contract has been executed 
with potential water users which provides for annual assessments to established 
Nebraska-Bostwick and Kansas-Bostwick districts. Most of the assessments are 
being made on the premise that water delivery will be made at the earliest possible 
date consistent with currently scheduled construction progress. To delay con 
struction would encourage water users to petition out of the district in order to 
eliminate these assessments, thereby weakening the legal repayment structure 
which has been built only with considerable effort. Another serious complication 
is that for water users now receiving water the operation and maintenance costs 
are high and will continue to be high until more lands are brought under 
irrigation. 

Any delay in the construction program would lead to serious consequences as 
the need for irrigation water during past several seasons, especially during the 
1952 irrigation season, forecasts a potentially meager feed and livesteck situation 
Irrigated areas in the vicinity of the division along the Republican River would 
preclude this anticipated critical shortage. 


REVISED BUDGET PROGRAM 


Mr. Marxwe tt. The revised budget program contemplates a con- 
tinuation of the program underway this year on the construction of 
the Franklin Canal and lateral system, the Courtland Canal and lateral 
system, and the Naponee Canal and lateral system. In addition, there 
will be preconstruction work on the lower reaches of these systems 
and we expect to do additional work on Ravenwell Dam and Reservoir 
which will lead to construction of this feature in fiscal year 1955. 

I have a brief statement which summarizes the situation if you wish 
me to put it in the record. 

Senator DworsHak. All right, where there is no restoration re 
quested just put your statement in the record, and concentrate on these 
others. 

Mr. Lineweaver. On the Bostwick we are asking restoration of 
$183,571 in new funds. 

Mr. Marxwe tt. That is covered in my statement, Mr. Chairman. 

(The statement referred to follows:) 


BOSTWICK DIVISION, NEBRASKA-KANSAS 


MISSOURI RIVER BASIN PROJECT 


The restoration of $183,571 is requested which, with $150,000 prior year balance 
estimated to be available and the $3,850,000 appropriation allowed by the House 
will finance a program of $4,183,571 that will permit construction to be con 
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tinued at a rate to get the features completed as early as possible. This will 
permit the Government to receive an early return on the large investment already 
made in the project by both the Bureau and Corps of Engineers. A contract has 
been executed with potential water users which provides for annual assessments 
to establish irrigation districts. The canals and laterals should be built as early 
as possible under an orderly construction program because a delay in the date 
of delivery of water would encourage water users to petition out of the district 
in order to be relieved of these assessments. Such action by water users weakens 
the whole repayment structure. In addition, operation and maintenance costs of 
providing water to the present users will remain high until additional acreage 
is irrigated. 

Luck of moisture in the area during the past few seasons has demonstrated 
the need for irrigation water and forecasts a meager feed and livestock situation. 


Canyon Ferry Unir, Montana 


Mr. McPxHan, Next is the Canyon Ferry unit, Montana. 

Senator DworsHak. The justification may be inserted in the record 
at this point. 

(The justification referred to follows:) 


CANYON Ferry Unit, MoNTANA—MIsSSOURI RIVER BASIN PROJECT 


(Ref. BR 493) 
Fiscal year 1954 program—Revised budget ablowance 


Fiscal year 1954 new funds_.__-------_-~-~--. cated ...... $880, 000 
Fiscal year 1954 obligation 992, 000 


WORK PROPOSED, FISCAL YEAR 1954 


Construction on the Canyon Ferry Dam and powerplant will be complete. 
Installation work will be complete and the entire unit will be 99 percent 
complete at the close of the year. Payments will continue to be made on con- 
tracts for construction and materials and equipment furnished by the Govern- 
ment. Work will be continued on the fish and wildlife habitat development. 
Minimum sanitary facilities necessary for protection of the reservoir will be 
constructed. 

House allowance: 


New funds l i _....... $845, 000 
Carryover funds } ‘ oo ‘ 7 _. 112,000 


Total program nine : sa 7 957, 000 
Restoration requested: New funds 35, 000 


(hh 2) Canyon Ferry unit, $35,000 

Restoration of $35,000 is requested which, with $112,000 of prior year balance 
estimated to be available and $845,000 appropriation allowed by the House, will 
finance a program of $992,000. 

This amount represents unperformed work during fiscal year 1953 which must 
be accomplished in fiscal year 1954 in order to get the program back on schedule. 
Construction on Canyon Ferry Dam, powerplant, and switchyard will be com- 
pleted by the end of fiscal year 1954 if the $35,000 cut is restored. Delay in com- 
pleting this project will not only delay the time when additional power will be 
available for irrigation pumping but will defer receipt of revenues which the 
Government will collect for the sale of power generated on this project. 


RESTORATION OF FUNDS 


Mr. McPuaw. We are requesting restoration of $35,000 for the 
Canyon Ferry project which, with $112,000 of prior year balance esti- 
mated to be available and $845,000 appropriation allowed by the 
House, will finance a program of $992,000. It is contemplated that 
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about $215,000 will be needed to porters, te construction work at 
Canyon Ferry. As presently programed, the first unit will come into 
operation late this fall and the other 2 multe in the spring of 1954. 
Senator Dworswax. Mr. Lineweaver, you are asking for no resto- 
ration on these four projects, Cedar Bluff unit, Crow Creek unit, Mon- 
tana, Frenchman-Cambridge division, Nebraska, and the Jamestown 
unit in North Dakota. Do you have any brief comments on those? 

Mr. Linewraver. We have statements, but the justifications to be 
inserted in the record speak for themselves. 

The committee will be happy to know that Jamestown Dam is an- 
other project on which the contractor has made surprising progress, 
necessitating, with approval, the transfer of other Missouri Basin 
funds to the project to avoid a shutdown. It is believed that James 
town Dam will be completed about 1 year ahead of schedule. I might 
also mention, Mr. Chairman, that some slight re programing of funds 
within the allotment may be necessary on the Crow Creek project. 

(The information referred to follows :) 


Cepar Biurr Unit, KANsAS—MzIssour!I River Bastin Progecr 
(Ref. BR 498) 
Fiscal year 1954 program—revised budget allowance 


Fiscal year 1954 new funds_--___~- wee ae ‘ate ae $30, 000 
Fiscal year 1954 obligation ; f 30, 000 


WORK PROPOSED, FISCAL YEAR 1954 


Program for fiscal year 1954 provides for completion of the definite plan for 
irrigation facilities and operatien of a development farm in the project service 
area. 

House allowance: 
New funds__--_-- “a ‘kidhaaias os ‘ $30, 000 
Carryover funds : kennel ; None 


Total program ____--- ; ; 30. 000 
Restoration requested —___- aha hid Sind — None 


Crow Creek UNIT, MONTANA, Missourt River Basin Provect 
(Ref. BR 503) 
Fiscal year 1954 program—Revised budget allowance 
Fiscal year 1954 new funds____.___....._._...- i eb cul hl eee GeO 
Fiscal year 1954 obligation ade oak _. 673, 000 
WORK PROPOSED, FISCAL YEAR 1954 


Construction of the pumping plant, tunnel, canals, laterals, and drains will 
continue throughout the year. Construction is to be complete, except for future 
drains, at the close of the fiscal year and initial water will be available for irri 
gation of the land, It is anticipated that the first block to be irrigated will be 
about 2,500 acres. 


House allowance: 
New funds 


Total program sa iaateee ieee teat 673, 000 
Restoration requested semesie chased: ae None 
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REPORT TO CONGRESSIONAL APPROPRIATION COMMITTEES, 
Pump UNIT, MONTANA, MiIssouRI RIVER BASIN PROJECT 


Crow CREEK 





In connection with instructions to the Bureau of Reclamation in last year’s 
appropriations hearings, I am pleased to present a report of the regional director 
Billings, Mont., on the repayment contract situation of the Crow Creek unit, 
Missouri River Basin project. 









INTRODUCTION 






The Crow Creek pump unit was investigated and proposed for development 
solely to meet the requirements of the restriction contained in the 1949 and 1950 
Interior Department Appropriation Acts. The restrictive language in effect 
provided that no part of the 1949 and 1950 Canyon Ferry appropriations should 
be used to maintain or operate the reservoir at an elevation in excess of 3 766 
nntil an acreage of new land in Broadwater County, Mont., be provided with 
irrigation facilities to replace the lard inundated by Canyon Ferry when 
operated at elevations greater than 3,766 feet. 

The Appropriation Acts for fiseal years 1951 and 1952 did not carry such a 
provision, nor were the previous restrictions referred to or mentioned. However, 
the Bureau of Reclamation felt committed to the local people and others to 
bring a new acreage of land under irrigation. 

Funds in the amount of $140,000 were appropriated in fiscal year 1952 for 
starting construction of the Crow Creek pump unit. However, these funds were 
not used because of the inability to secure a satisfactory repayment arrange- 
ment with the prospective water users. 

After full disclosure of these developments the Interior Department Appro- 
priation Act, 1953, made available the additional sum of $500,000 to the Bureau 
of Reclamation for construction of the unit. In its report the Senate Appropria- 
tions Committee recommended that the Bureau of Reclamation proceed with 
the construction of the unit and continue to seek the organizaiton of an irriga- 
tion district with which a repayment contract could be negotiated. In the event 
a contract could not be agreed upon before the delivery of water, as required by 
reclamation law, the Bureau was directed to report to the committee the follow- 
ing year and seek further instructions, 

A determined effort has been made to encourage the organization of an irriga- 
tion district and to negotiate a repayment contract with the landowners during 
the past year without success. Consequently, a review of circumstances and 
events leading to the proposal for this unit together with recommendations is 
presented, and further instructions are requested. 





























BASIS FOR RESTRICTIONS TO CANYON FERRY 
1949 AND 1950 





APPROPRIATION, FISCAL YEARS 














The operation of Canyon Ferry Reservoir, now under construction, at the 
optimum elevation of 3,800 feet will inundate some 6,000 acres of land now 
irrigated by diversion from the Missouri River. Of this area, about 4,400 acres 
lie above elevation 3,766. 

The irrigated land in the reservoir area now makes important contributions 
to the business activity of Townsend, Mont., and other nearby communities and 
to the public institutions in Broadwater County. While the ultimate area pro- 
posed for irrigation development in the vicinity greatly exceeds the irrigated 
area to be inundated, it is understandable that business and public institutions 
desire some assurance that facilities for irrigation of a substitute acreage will 
be available at approximately the same time that the current irrigable acreage 
is reduced by inundation. This point of view is forcefully presented in a state- 
ment by a citizen of Townsend, Mont., before the Subcommittee on Interior 
Department Appropriations, House of Representatives, 80th Congress, 2d session, 
and reported on pages 2150-2161 of the hearings on the Interior appropriation 
bill for 1949. 

As a result of the above testimony and the attendant circumstances the appro- 
priation bills for fiscal years 1949 and 1950 with respect to the Canyon Ferry 
unit specified : 

“* * * that no part of this appropriation shall be available or used to main- 
tain or operate Canyon Ferry Reservoir at a higher maximum normal pool 
elevation than 3,766 feet, unless and until new land in Broadwater County, Mont., 
equal in acreage to the irrigated land to be inundated in Canyon Ferry Reservoir 
above elevation of 3,766 feet is provided with facilities for irrigation, or for or 
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in connection with the acquisition or installation of the power facilities or trans- 
mission facilities for delivering power from the Canyon Ferry project, Montana.” 
Effect of low-level Canyon Ferry operation and power revenues 

The gross annual power revenue expected from the Canyon Ferry unit with 
normal elevation of 3,800 feet will be $1,211,000, as compared with $804,100 if 
the reservoir elevation is restricted to 3,766 feet 

Since the loss in annual power revenues resulting from operation of the 
reservoir at the lower elevation would in a very few years amount to more than 
the cost of providing irrigation facilities for an acreage of land equal to that 
flooded by the reservoir, investigations were started to replace the irrigable 
land to be inundated. Small pumping developments on both sides of the Missouri 
River were investigated, and the most feasi»le plan was for the development of 
the Crow Creek pump unit. 


DESCRIPTION OF THE UNIT 


The Crow Creek pump unit is located in south central Broadwater County in 
Montana. It consists of 4,800 acres of irrigable land bordering United States 
Highway No. 10-N. The original Crow Creek unit described in Senate Docu- 
ment 191, 78th Congress, 2d session, contains 23,400 acres and includes the land 
to be served by the Crow Creek pump unit. 

Water will be lifted an average of 176 feet from the west bank of the Missouri 
River south of Toston. Water will be pumped through a 1,175-foot discharge 
pipe and will continue by gravity through the 2,044-foot Toston tunnel. Two 
canals, the Toston and Lombard, with 6 laterals will carry the water to 34 pro- 
posed farm units. 

Field surveys and detailed land classification for the unit were completed in 
June 1949. 

Preconstruction surveys began in July of 1952. Invitations for bids on pumps 
were circulated and award made in July. The contract for access road and 
tunnel construction was awarded and work commenced in September 1952. 
Award of contracts for the distribution system will be made in April 1953. 
The initial delivery of water is scheduled for May of 1954. 


Efforts to obtain repayment contract with irrigation district 


During the investigational period landowners were informed of the purpose 
of the Bureau’s activity. The landowners had not requested the Bureau to in- 
vestigate their lands for future irrigation, but they offered no objections to 
the investigations and refrained from expressing a definite attitude toward the 
proposed development until the Bureau had a plan to offer. 

Each landowner was visited individually during April 1951, ard followup 
interviews were made with several individuals. The entire plan of develop- 
ment was explained, and many landowners’ questions were answered. The 
landowners were reluctant to express their attitude toward the proposal un- 
til they had an opportunity to meet as a group. 

A meeting was held in Toston to review the proposed plan with the land- 
owners. All but one landowner attended. The group appointed a committee 
consisting of three landowners to make an attitude survey for the purpose 
of determining the possibility of organizing an irrigation district. This com- 
mittee submitted a report to the Bureau (appendix A) which pointed out that 
the Bureau's present proposal was not acceptable to the landowners and no 
attempt would be made to organize an irrigation district at that time. 

As all landowner contracts made during fiscal year 1951 indicated disinterest 
in the Bureau’s regular requirements with respect to organization and repayment 
contract to date, an alternate plan has been proposed In brief, this plan is to 
negotiate individual water service contracts with the landowners, extending for 
a period of 5years. After development of a considerable portion of the unit under 
individual water service contracts, it is anticipated that no difficulty will be 
encountered in organizing an irrigation district in the usual fashion. 

in accordance with the recommendation contained in the report of the 1953 
Senate Appropriations Committee, the Bureau of Reclamation proceeded with the 
construction of the unit, and efforts were continued to organize an irrigation dis- 
trict. 

The landowners of the unit were visited on several occasions during July 1952. 
Permission for preconstruction surveys to be carried out on the privately owned 
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land was received from all of the landowners except one, who felt that grantin 

this request might indicate that he was favorable to the development. Six o 

the larger landowners were reapproached in regard to their willingness to form 
an irrigation district, and all of them reaffirmed their position of the year pr« 

vious. The landowners were shown the topographic farm unit subdivision of 
the area, and in general they approved the layouts with some minor changes re: 

ommended. One owner didn’t plan to irrigate and refused to sell his holdings 
in any manner other than as one tract. . 

On August 7, 1952, a general meeting was held in Townsend, attended by the 
landowners, representatives of the chamber of commerce, and others. A con 
plete and thorough presentation of information relative to circumstances leading 
to the Crow Creek pump unit levelopment was made by Reclamation officials. 

It was emphasized that the Crow Creek pump unit was proposed as a resull 
of the insistence of Townsend people to replace the irrigated land to be floode 
by Canyon Ferry between elevations 3,766 and 3,800. Following the meeting 
State Senator W. F. Bristow volunteered his assistance to serve on a sponsorin 
committee to promote the formation of an irrigation district and to meet land 
owners in this regard. Senator Bristow believes that the irrigation facilities of 
the unit will be used once they are completed. 

During October 1952 Bureau personnel presented a plan to some of the land 
owners and members of the committee for sponsorship of an irrigation district, 
whereby the large land holders could dispose of their excess holdings in an 01 
derly manner. The plan was essentially that of having each owner develop 1 
or 2 farm units each year and lease the unit to an operator who might also be 
a prospective purchaser. If the tenant appeared to be a good risk, the land 
could be sold on a contract-for-deed basis. By selling in this method, income 
tax payments would be reduced, and settlers would be assisted in getting es 
tablished. If the land were leased for several years, the landlord’s share would 
more than pay for the farm unit development work. Farm budgets showing the 
landlord’s share were prepared for presentation to the landowners, Those who 
saw the budgets agreed that the returns to the landlord were satisfactory and 
that the figures appeared reasonable. 

During December 1952 various citizens of Broadwater County who had shown 
interest in the Crow Creek pump unit in the past and who had volunteered to 
promote the formation of an irrigation district were visited. They advised that 
the people of the county as a whole were of divided opinions concerning the unit 
development ; consequently, so as not to offend some, only a casual effort was 
made to support the formation of an irrigation district. It now appears that 
some farmers west of Warm Springs Creek and the unit are interested in a sup 
plemental water supply. A supplemental water supply could be furnished this 
area from facilities of the Crow Creek pump unit as planned with some addi- 
tional features if some of the acreage of the unit were bypassed. 

Generally speaking, Townsend people are of the opinion that water, when 
provided for the unit, would be used. However, on account of prevailing land- 
owner attitudes, they are reluctant to take the initiative in promoting a district 
organization. 

On January 17, 1953, a general meeting attended by landwoners in the unit, 
residents of Townsend, Mont., and ranchers west of Warm Springs Creek was 
held at Toston, Mont., near the unit. Reclamation representatives attending 
the meeting briefly reviewed the proposals for development of the unit and asked 
the landowners if they were now willing to consider district formation. This 
question was answered in the negative. The question was then raised, under 
what conditions would they be willing to utilize water from the unit? After in- 
dicating conditions under which water might be utilized, the landwoners pre- 
pared a statement, copy attached (appendix B) in which they point out that 
they do not intend to form an irrigation district but would buy water under an 
individual water sales contract for a portion of their lands. Five of the land- 
owners in the unit signed the statement. Four of the landowners who were not 
present at the meeting probably would have signed the statement. Of the re 
maining 2 landowners, 1 of the partners representing the largest landownership 
amounting to about 38 percent of the irrigable acreage of the unit did not sign 
the prepared statement and made it clear that he didn’t intend to sign for use 
of the water in the vear in which it is initially available. 

Five landowners from west of War Springs Creek were present at the January 
17 meeting and expressed an interest in obtaining a supplemental water supply 
from several aeres of land in that vicinity. In order to serve this acreage and 
the acreage planned under the unit, it would be necessary to extend the facilities 
at some additional expense. 
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LANDOWNERS’ REASONS FOR NOT ACCEPTING CURRENT PAYMENT ARRANGEMENTS 


Present owners not potential water users 


The owners of the major portion of the land in this unit are not greatly inter- 
ested in irrigation because of their age or because of other farm activities. In 
principle they favor irrigation but do not wish to obligate their land with a 
40-year repayment contract or be subject to regulatory measures such as the 
antispeculation and excess land provisions in Reclamation contracts. 


Opposition to irrigation district formation 


It has been Department policy that the landowners form an irrigation district 
before construction is begun. The present landowners prefer that the potential 
water users assume this responsibility and have requested that the formation 
of an irrigation district be postponed. As stockmen and wheat farmers with 
large holdings, they do not wish to assume the responsibility of irrigated farms 
but prefer to sell their irrigable land. They feel that if district organization is 
delayed, a contract can be agreed upon that will be equitable to both the new 
landowner and the Government. 


Problems of land eachange 

The landowner objects to any attempt to control his selling price, limit the 
acreage irrigated, with no assistance available in disposing of excess land. Un- 
der a land-purchase or credit program, the landowners would have less complaint 
than with the present system under which the landowner feels that he assumes 
all the risk including liability for repayment of construction charges. 
Other irrigation development less restrictive 

The Montana States Water Conservation Board has several irrigation develop- 
ments in the area and did not demand a rigid repayment contract before con- 
struction. The facilities were constructed, and the landowners contracted for the 
water at their convenience. In a very few years the facilities were fully utilized 


Limitation on size of farm unit 


Many of the present landowners feel that 160 irrigable acres on this unit would 
not comprise an economic unit. 


RECOM MENDATIONS AND CONCLUSIONS 


Because of the inability of the landowners of the unit favorable to irrigation 
to organize an irrigation distriet for entering into a repayment contract with 
the United States and the apparent willingness of some of them to use water 
on an individual water-service contract basis, consideration should be given the 
latter means of developing the irrigable lands. 

Therefore, it is proposed that individual water-service contracts with the 
water users be used until full irrigation development of the unit has been accom- 
plished. The water service contract should provide for minimum acreages to be 
irrigated in the first year, such minimums to be gradually increased until at 
least one-half of the irrigable acreage would be irrigated by the fifth year. 
Provision should be made for varying the water charge by class of land. After 
sufficient time has elapsed for full development of the unit, an irrigation district 
will be organ’zed and negotiations will be undertaken to obtain a contract for 
repayment of the cost of the irrigation distribution system and for operation 
of the project facilities by the water users. 

In the interest of efficient operation of the reservoir and powerplant and in 
the light of the representation of local interests directly affected, the Bureau 
will utilize water-service contracts with individual landowners on the Crow 
Creek pump unit, under provisions satisfactory to the Secretary of the Interior, 
to be executed during the period that the canals, laterals, pumping plant, and 
other irrigation facilities are under construction. 


APPENDIX A 


REPORT OF CROW CREEK LANDOWNERS, MAY 4, 1951 


We the undersigned landowners, a committee appointed by the landowners 
in the Crow Creek area under consideration for irrigation development by the 
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United States Bureau of Reclamation find at this time it is not possible to form 
an irrigation district. We set forth the following reasons: 

1. The owners of land representing largest blocks affected would have their 
fall range split in two and would not have dependable stock water. They believe; 
the Government or some individual or organization should purchase this land 
and subdivide it in the manner acceptable to the Bureau of Reclamation thus 
relieving them of the responsibility. 

2. One owner in the center of the proposed development stated he was too old 
to irrigate and didn’t desire to sell out. 

3. One owner stated the cost after the development period would be too high 
under normal prices of farm products. 

4. The balance were in favor of development or more or less on the fence 
stating they would go along if the rest of the owners wanted it. 

5. The owners objecting represented more than 40 percent of the land to be 
affected so we see no prospects of a district being formed until their objections 
are overcome. 

CHESTER NELSON, 
Evzarus L. HUNTSAKER 
LesLie SMITH. 


APPENDIX B 


Toston, Monv., January 17, 19538 
We, the landowners of land in the Crow Creek pump unit in Broadwater 
County, Mont., reaffirm our report of May 4, 1951, in that we do not intend to 
form an irrigation district under the laws of the State of Montana. We would 
be interested in using water on a portion of our land on an acre-foot basis at a 
reasonable rate. We recommend the Bureau of Reclamation submit an indi- 
vidual water-service contract for our consideration. It is understood that those 
lands under the canal that do not want water will be bypassed, and no obligation 
will be assumed by those landowners. 
Eizarus L. HvUNSAKER. 
Dan JEx HUNSAKER. 
Wiis Hossrecp. 
Don L. MILLER. 
Rost. BARRINGER. 


FRENCHMAN-CAMBRIDGE DIVISION, NEBRASKA, MisSourr River BASIN Proseor 
(Ref. BR 508) 
Fiscal year 1954 program—Revised budget 


Fiscal year 1954 new funds__._.---.------~ aie : $4, 175, 000 
Fiscal year 1954 obligation 4, 500, 000 


WORK PROPOSED, FISCAL YEAR 1954 


The 1954 program provides for completion of Trenton Dam and Swanson Lake ; 
completion of entire system of Cambridge Canal and laterals; completion of Bart- 
ley diversion dam, canal, and laterals. Completion of these facilities will bring 
22,660 acres of the division under irrigation. Assembly of design data and prep 
aration of final design on remaining irrigation features will be advanced. 

House allowance: 
New funds_. 
Carryover funds ‘ 325, 000 


Total program heh tes ; +, 500, 000 
Restoration requested None 


JAMESTOWN UNIT, NortH Dakota, Missourt River Basin Prosect 
(Ref. BR 516) 
Fiscal year 1954 program—-Revised budget allowance 


Fiscal year 1954 new funds___----- es ; nacnna Gh eteeee 
Fiscal year 1954 obligation__._._....-_- ; semue 2,004,000 
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WORK PROPOSED, FISCAL YEAR 1954 


JYonstruction of Jamestown Dam will be completiu and storage capacity will 
be available to capture the spring flood in 1954. Acquisition of reservoir right- 
of-way will be completed. Relocation of portions of the Buchanan Road will be 
completed. Experimental installations to serve a 1,000-acre trial irrigation 
development by ground water will be continued in the Oakes vicinity. 


House allowance: 
a ain acl rlmaetea $1, 657, 000 
Carryover funds____-_-_-~-_- DAs thibakinshaadthis 3 i None 


Total program ____  - sail Nat ic Ri la i elt 1, 657, 000 
Restoration requested__- 


Lower Marias Unit, Monrana 


Mr. Linewraver. On the lower Marias unit we are requesting resto 
ration of $1,461,000. Mr. Markwell will make a brief statement on 
that. 

Senator Dworsuak. The justification may be inserted in the record 
at this point. 

( The justification referred to follows :) 


LOWER MARIAS UNIT, MONTANA 
MISSOURI RIVER BASIN PROJECT 
(Ref. BR 526) 
Fiscal year 1954 program—Revised budget allowance 


Fiscal year 1954 new funds we ae ; 7, 461, 000 
Fiscal year 1954 obligation___ = : ‘ aoe 7, 461, 000 


WORK PROPOSED, FISCAL YEAR 1954 


The prime contractor for Tiber Dam will continue full-scale operations. A 
contract will be awarded for furnishing gates, hoists, and trash racks for the 
dam. Work will be under way on the praparation of final designs for Marias 
Canal (mile 0 to 14). Volume IV of the definite plan report (design data for 
Marias Canal, mile 14 to 39.9) will be completed. Detailed surveys and studies 
will be initiated on Marias Canal, mile 39.9 to 77.1. Detailed surveys and 
studies will likewise be initiated on the lateral and drainage systems. Con- 
struction will begin on the development farm and on the Marias Camp, which 
will be a permanent camp designed to serve as propect operation and maintenance 
headquarters when actual irrigation water is delivered to the unit. Detailed 
land classification work will continue. 


House allowance : 
New funds ; tua _ $6, 000, 000 


Total program ptionwz_me: Cee 

Restoration requested: New funds 1, 461, 000 
(hh 8) Lower Marias unit, $1,461,000 

Restoration of $1,461,000 is requested which, with $6,000,000 appropriation 
allowed by the House, will finance a program of $7,461,000. 

This restoration is requested to permit the orderly continuation of construction 
and preconstruction activities on this unit. Funds requested in the revised 
budget for fiscal year 1954 are urgently needed to bring about the irrigation 
of 127,000 acres of dry farm land in north-central Montana. Only through 
the completion of the irrigation facilities of the Lower Marias unit can an 
adequate quantity of winter feed for livestock be assured and repeated crop 
failures be avoided. During the 1930’s severe droughts and duststorms destroyed 
vegetation, homes and farm buildings and a high percentage of livestock in 
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a large area of the dry Great Plains. This disaster caused a migration of people 
out of this area. In view of the current need for stabilization of economy and 
maximum production of food and forage, it is imperative that this devastating 
experience not be repeated. 

Progress to date on the Lower Marais Unit has been good and indicates that 
construction of the unit can be accomplished on schedule if sufficient funds are 
available. Any retardation of work from the current program would result in 
a less than feasible rate of construction and would delay the availability of 
much needed irrigation water. 


Mr. Markwe tt. Mr. Chairman, the contractor has made very excel- 
lent progress on Tiber Dam. In fact, he has made such excellent 
progress that it is probable that the funds reserved for his operations 
will be exhausted before the end of the fiseal year. Therefore unless 
the project is to suffer the full amount should be restored to finance 
a program of $7,461,000, which is in the revised budget. To achieve 
an economical construction program we ask for the restoration of 
$1,461,000. 

Senator Haypven. I always like to hear of a contractor that is 
making good progress because, first, it gets the job done, and, second, it 
shows he is an efficient contractor and you have not handed the bid 
out on something else. 

Senator Dworsnaxk. Are there any questions? 

Mr. Markwe tv. I would like to make a brief statement. 

Senator Dworsuax. Very well. 

(The statement referred to follows:) 


The major portion of the earnings anticipated during fiscal year 1954 are in 
connection with the construction of Tiber Dam which is the largest single 
feature of the unit. Progress on this feature will substantially control the com- 
pletion and usefulness of the entire unit. The prime contractor for the dam 
construction has demonstrated his ability to perform the required work in a 
minimum of time, and unusually good weather has enabled him to progress 
rapidly. If sufficient funds are available the contractor can be expected to 
continue to maintain a rate of progress which will assure construction of the 
unit on schedule. Any construction program less than that currently proposed 
will delay the availability of much needed irrigation water and add to the cost 
of construction by prolonging the construction period and encouraging a less 
efficient pace of operations. 

Not until the dam is constructed can the completion of the irrigation facilities 
materialize, and thereby assure the orderly development of irrigation of 127,000 
acres of dry land. By these facilities an adequate quantity of winter feed for 
livestock can be realized and repeated crop failures avoided. It is imperative 
that the devastating experience during the severe droughts and dust storms of 
the 1930’s not be repeated. 

To avoid retardation of the expeditious progress possible it is requested the 
$1,461,000 reduction be restored, thereby permitting orderly and efficient con- 
struction and preconstruction activities. 


Rapri Vatzrey Unit, Sourn Daxora 


Senator Dworsnak. The next item is the Rapid Valley unit, South 
Dakota. The justification may be inserted at this point. 
(The justification referred to follows :) 


RApPIp VALLEY UNIT, SournH Dakota 
Missourt River Basin PrRoJsect 
(Ref. BR 539) 
Fiscal Year 1954 program—Revised budget allowance 


Fiscal year 1954 new funds 
Fiscal year 1954, 1954 obligation 
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WORK PROPOSED, FISCAL YEAR 1954 


Construction work on the prime contract for construction of Pactola Dam 
will continue; purchase of land and rights including buildings and the ranger 
station in the reservoir area to be completed; contracts are to be awarded and 
construction initiated on relocation of county road, powerlines, telephone lines, 
and for clearing lands. A settlers’ assistance program in the form of meetings 

ith the irrigators for educational purposes will be initiated. 


House allowance: 
New funds__- , soled _ $3, 000, 000 
Carryover funds 4 ; ; acienienetiiniait 


Total program__-__- wistoapind : has 3, 000, 000 
testoration requested: New funds : 1, 230, 000 


(hh 9) Rapid Valley unit, $1,230,000 

Restoration of $1,230,000 is requested which, with $8 million appropriation 
allowed by the House, will finance a program of $4,230,000. 

That amount is necessary to allow construction of the Pactola Dam to con- 
tinue on schedule without interruption. Construction of the dam, which is the 
principal feature of this unit, is under contract. It is currently programmed on 
the basis of sound engineering practice, is proceeding well and should be per- 
mitted to continue without delay. Storage of water behind Pactola Dam is the 

nswer to several serious problems confronting the inhabitants of this area. 
Control of floods, a dependable supply of water for Rapid City and Rapid City 
Air Force Base, and water for irrigation are the chief benefits to be derived from 
this unit when completed. The Air Force base, a vital defense installation, has 
not had, since its establishment, an adequate water supply. This condition has 
proved detrimental to the efficient operation of the airbase. Any retardation to 
the construction plan will not only set back the time in ich benefits will be 
available but will cause a prolongation of the construction ‘riod, thereby 
nereasing the costs. Rapid City, with the concurrence of » Rapi Talley 
Conservancy District, has agreed to furnish the airbase with water from its 
present sources until Pactola Reservoir is in operation. This is an interim and 
emergency course of action and can only be accomplished by depleting water 
supplies; it cannot be sustained safely beyond the time currently scheduled 
to place Pactola Reservoir in operation. Restoration of the $1,230,000 is the 
only way in which the earliest possible achieveme nt of the project goals can be 
attained. 


RESTORATION OF FUNDS 


Mr. Linewraver. Mr. Markwell will make a statement on that, Mr. 
Chairman. We are asking for restoration there of $1,230,000. 

Mr. Marxwetu. Mr. Chairman, we have substant ially the same 
situation on Pactola Dam in the Rapid Valley unit, that we have on 
Tiber Dam. The contractor is making excellent progress, and we 
request the restoration of $1,230,000 in order that we may economi- 
cally accomplish the program as set forth in the revised budget of 
$4,230,000. 

Senator Munpr. In that connection, Mr. Lineweaver, let me say 
that I think there is an additional reason for speeding that one up, 
in addition to the fact that an efficient contractor is moving ahead, 
and that is the constant fire hazard out there at the Rapid City 
Airbase. 

Mr. Lineweaver. Yes, sir. 


RECENT FIRE 


Senator Munpr. You will recall the tragic fire where several people 
were burned. Luckily, they got that one under control before it 
spread any mares, otherwise it would have swept right through the 


I—pt. 2——53 
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base. We are up against an inadequate water supply which has to 
be met by the project. 
Mr. Marxwext. Yes, sir. 


ATR CORPS FUNDS 


Senator Munpr. As I understand this project, the Air Corps was 
supposed to ante up a million dollars. 

{r. Lrinewraver. Yes, sir. There is a million dollars of the cost of 
the Pactola Dam allocated in connection with the Air Force base at 
Rapid City. The problem of getting that allocation is something 
that we would like to call to the attention of the committee for the 
reason that there has been considerable backing and filling as to how 
that million dollars is going to be provided and placed to the credit 
of our account. We are not quarreling about it but we must protect 
the integrity of our allocations. 


LETTER FROM ASSISTANT SECRETARY OF AIR FORCE 


As you recall, Senator Mundt, the Air Force has been exceedingly 
anxious to have this additional water supply from Pactola Dam, and 
we have had considerable correspondence with you and Senator Case, 
and we have a letter dated February 13, 1953, from the Assistant Sec 
retary of the Air Force which we will be glad to put in the record, 
which states: 

The Air Force realizes that certain contractual arrangements will be necessary 
between the Department of the Interior and the city for the furnishing of water 
to the city from Pactola Reservoir if the city deems this necessary for its own 
requirements and to meet its assurances to the Air Force. However, the Air 
Force is basically interested in these agreements only to the extent that suffi 
cient water can be made available by the city to meet Rapid City Air Force Base 
water requirements and considers such arrangements are mainly a matter be 
tween the city and your department. 


That is, the Interior Department. 


Under these circumstanees, the Air Force is not in a position to obtain from 
Congress the sum of $1 million and contribute it to the Department of the In- 
terior as its share of the cost of Pactola Reservoir. However, the Air Force 
does confirm its requirements for a long-term dependable supply of water for 
present and future needs of Rapid City Air Force Base, and agrees that Congress 
should consider this project within the justification for the Pactola Reservoir 
project. 

That was done, Senator Mundt, in our presentation to the Congress, 
and that was considered last year when the Congress wrote in funds 
to start Pactola Dam. 

Senator Munpr. What is your suggestion in the Bureau, Mr. Line 
weaver, for bringing the Air Corps around to the fulfillment of its 
portion of the contract? 

Mr. Lrnewraver. May we go off the record for a minute? 

Senator Dworsuaxk. Off the record. 

(Discussion off the record.) 

Senator Munpr. Back on the record. I would like to suggest, Mr. 
Lineweaver, that you prepare a memorandum for the clerk of our 
committee as to what you think could be done by this subcommittee 
or any other subcommittee of the Appropriations Committee in this 
bill to take care of that $1 million. 
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Mr. Lineweaver. Yes, sir, I will. 

Senator Haypen. Let me add as an alternative to it, if you will 
ascertain whether the Air Force is willing to have an appropriation 
made in an item placed in their appropriation to be transferred. One 
or the other is equally effective. 

Senator Munpr. That is right. 


LETTER OF SECRETARY HUGGINS 


Mr. Lineweaver. I would like to insert, Mr. Chairman, Secretary 
Huggins’ letter, as well as a letter dated January 7 from the Depart 
ment of the Interior, to which Secretary Huggins replied, and a state- 
ment on the water supply situation. 

Senator Dworsuak. Without objection, that may be done. 

(The material referred to follows:) 


WATER SUPPLY FOR CITY oF Rapip City AND Rapip Crry Am Force Base, 
Missouri River Bastn PROJECT 


The Interior Department Appropriation Act of 1953 appropriated funds for 
initiation of construction of Pactola Reservoir near Rapid City, S. Dak. This 
reservoir will provide a supplemental water supply for Rapid City, and in turn 
for the adjacent Rapid City Air Force Base. Water for future irrigation in 
the area is also provided for. The water supply problems of the airbase were 
important reasons for expediting construction of Pactola Reservoir. The exist- 
ing well water supply has proved to be inadequate in quantity, quality, and 
temperature. 

The Bureau of Reclamation is pleased to report that a water service contract 
was executed on behalf of Rapid City on October 20, 1952; and construction of 
Pactola Reservoir is under way. In order to meet the urgent military require 
ments for water for the airbase during Pactola Reservoir construction, Rapid 
City has agreed to furnish water to the airbase on a temporary basis through 
reduced municipal consumption and by depletion of local storage supplies. The 
Department of the Air Force is to construct a pipe line from the airbase to the 
connection with the water distribution system of Rapid City. 

In general terms, the contract with Rapid City involves payments by the 
city for only the supply to be used for municipal purposes. The city has agreed 
to deliver Pactola Reservoir water. after treatment, through its municipal 
system to the airbase connection. Municipal charges to the airbase for up 
to 1,810 acre-feet of water from Pactola Reservoir are to be restricted to costs 
of treating and carrying the water through municipal facilities. 

There remains for disposition the question of costs of Pactola Reservoir 
assignable to the airbase water supply, and not assigned for reimbursement 
through the water service contract with Rapid City Of the total cost of the 
Rapid Valley unit, which includes Pactola Reservoir, $2,785,000 has been assigned 
for reimbursement by municipal and military water uses. Of this amount, $1 
million is attributable to the water supply to be furnished the Rapid City air 
base, Costs attributable to the airbase supply could be recouped either by) 
transfer of funds from the Department of the Air Force as payment for its 
annual 1,810 acre-feet of water, or by congressional action declaring that por 
tion of the municipal water supply allocation nonreimbursable for defense 
purposes. In either event, Federal funds only are involved 

There are attached copies of correspondence with Senator Case, Senato 
Mundt, and the Secretary of the Department of the Air Force relating to re 
imbursement for the Rapid City airbase water supply. 

Assistant Air Force Secretary Huggins’ letter of February 13, 1953 indicates 
willingness to support a request that Congress declare nonreimbursable that 
portion of Pactola Reservoir construction cost assignab!s to the Rapid City ai 
base water supply. 
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UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., January 7, 1953. 
Hon. THOMAS K. FINLETTER, 
Secretary of the Air Force, 
Department of Defense, 
Washington 25, D. C. 


My Dear Mk, Secrerary: During the past 2 years, ovr two Departments have 
been keenly interested in the problem of providing a supplemental water supply 
to the Rapid City Air Force Base, 8. Dak., in connection with the existing 
water supplies of the city of Rapid City and supplies from the proposed Pactola 
Reservoir now being constructed as a part of the Missouri River |3asin project. 
These informal discussions included conferences with Mr. John E. Koruzo, chief 
of sanitary facilities of your Washington staff, and Col. 8. L. Ely, of the Stra- 
tegic Air Command. 

| am pleased to advise you that we have now executed a long-term water service 
contract with the city of Rapid City whereby supplemental water will be fur- 
nished to the city for municipal purposes, and additional water will be available 
for the city to convey through its facilities to the proposed intake of the Rapid 
City Air Base supply pipeline planned for construction by your Department in the 
near future. The contractual arrangements were reviewed with representatives 
of the Strategic Air Command so that they would be advised that Pactola Reser 
voir would provide water for the air base and that the city would agree to conve 
the water to the air base pipeline intake. The City of Rapid City agreed to 
furnish up to 1,810 acre-feet of water annually to the air base and to limit the 
city’s charges to the air base to the conveyance and treatment cost to be incurred 
by the city in furnishing water to the air base. Rapid City will not pay however, 
for quantities of water obtained from Pactola Reservoir and furnished to the 
Rapid City Air Base. 

The cost of Pactola Reservoir in the amount of $1,000,000, assignable to the 
air base water supply, is a matter separate and apart from payments to be made 
to the United States by the city of Rapid City. The proposal informally dis- 
cussed with the Strategic Air Command is that the allocation of costs in the 
irmount of $1,000,000 by reason of the water supply to be furnished the air base 
would be recovered either by transfer of funds from the Department of the Air 
Force as payment of construction costs assignable to its annual water supply up 
to 1,810 acre-feet, or by congressional action declaring that portion of the munici- 
pal water construction allocation nonreimbursable for defense purposes. Senator 
Case, of South Dakota, has long heen interested in this water-supply problem 
and is aware of the arrangements discussed above. 

When the time comes for consideration of these proposals by the coming 
session of Congress, we trust that the Department of the Air Force will be pre- 
pared to cooperate with Senator Case and the Department of the Interior in 
finalizing the payment arrangements for Pactola Reservoir water to be furnished 
the Rapid City Air Base. Completion of this reservoir will not only stabilize the 
water supply of the city of Rapid City but should also resolve the extremely 
critical water supply problems that have been faced by the Rapid City Air Base 
command. 

Sincerely yours, 
[s] Vernon D. Nortrrop, 
Under Secretary of the Interior. 


DEPARTMENT OF THE ATR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, February 18, 1958. 
Hon. VERNON D. Norrurop, 
Under Secretary of the Interior, 
Department of the Interior, 
Washington, D. C. 

Dear Mr. Norturop: I am in receipt of your letter of January 7, 1953, re- 
questing Air Force support of the Department of Interior in its proposal to com- 
plete the construction of Pactola Reservoir as a part of the Missouri River 
Basin project. 

Based upon repeated assurances from the city of Rapid City that it could 
supply all reasonable water reauirements of Rayid City Air Force Base, the Air 
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Force decided to abandon its reliance upon a ground water supply from on-base 
wells and enter into an agreement with the city for water service. Accordingly, 
plans for the construction of a water treatment plant for the base were cancelled 
in favor of constructing a pipeline from the base to a point where the city 
would deliver treated water to the air base. 

Although the initial proposal from the city of Rapid City was made more 
than 2 years ago, the Air Force was reluctant to change its plans until the city 
was in a position to assure the air base a dependable supply at reasonable 
rates. In giving these assurances last summer, the city of Rapid City stressed 
that its present resources were adequate to meet base water requirements for 
at least five years and that at the expiration of this period the city would be 
in a position to supplement its present resources with water from Pactola 
Reservoir. Under these conditions, the Air Force is willing to abandon its 
unreliable well supply and request congressional approval to construct a pipeline 
and pumping station facilities for obtaining water from Rapid City. Air Force 
proposals to this effect are included in the fiscal year 1954 public works program 
for Rapid City Air Force Base. 

The Air Force realizes that certain contractual arrangements will be neces- 
sary between the Department of Interior and the city for the furnishing of 
water to the ctiy from Pactola Reservoir if the city deems this necessary for its 
own requirements and to meet its assurances to the Air Force. However, the 
Air Force is basically interested in these agreements only to the extent that 
sufficient water can be made available by the city to meet Rapid City Air Force 
Base water requirements and considers that such arrangements are mainly a 
matter between the city and your Department. 

Under these circumstances, the Air Force is not in a position to obtain from 
Congress the sum of $1,000,000 and contribute it to the Department of the In 
terior as its share of the cost of Pactola Reservoir. However, the Air Force 
does confirm its requirements for a long term dependable supply of water for 
present and future needs of Rapid City Air Force Base and agrees that Congress 
should consider this requirement within the justification for the Pactola Reser- 
voir project. During Congressional hearings, you may rest assured that the De 
partment of the Air Force will support the Department of the Interior to the 
extent of reconfirming its needs for a dependable source of water supply within 
the terms of the proposed contract with the city of Rapid City and that to 
whatever extent the Pactola Reservoir will constitute a basic supply source 
for this contract, the Air Force will support a request that Congress declare 
this portion of the construction cost as nonreimbursable because of military 
needs in the Rapid City area. 

Sincerely, 
BE. V. Hueerns, 
Asssistant Secretary of the Air Forrr 


Senator Munpr. And you will provide the memorandum. 

Mr. Linewraver. Yes, sir. 

Mr. Markwett. We also have a prepared statement on the Rapid 
Valley unit for the record. 

Senator Dworsnak. Very well, that may be inserted. 

(The statement referred to follows:) 


Rapip VALLEY Unrr, Sourna Daxors 
MISSOURT RIVER RASIN PROJECT 


The prime contract for the construction of Pactola Dam is underway and the 
contractor has made unusually good progress to date, even to the extent of 
threatening exhaustion of funds. The restoration of the $1,230,000 reduction 
is needed to allow construction to continue without interruption and on schedule, 
at the most efficient pace. Any retarding of the construction operations will 
delay the realization of the benefits to be available and cause costs to increase 
through a prolonged construction period. 

The principal benefits of the unit will be flood control, irrigation, and depend- 
able water supply for Rapid City and Rapid City Air Force Base. The air base 
is a vital defense installation that is without an adequate water supply. Only 
completing the work and placing Pactola Reservoir in operation within the time 
scheduled will assure against the unsafe depletion of water supplies. Con- 
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sequently, the earliest. possible completion dates are of prime importance if the 
unit is to provide the benefits intended and avert the emergency conditions other- 
wise probable. 

If water is to be stored and delivered early in fiscal year 1956 as presently 
scheduled sufficient funds are necessary not only for the prime contract which 
will require most of the requested funds, but also for substantial related work 
To permit storage late in 1954 the dikes and main dam embankment, relocation 
of highway 85—A, access road to Silver City, and Government housing must be 
completed in calendar year 1954 construction season. 


SmapenILt Unit, Sour Dakota 


Senator Dworsuak. The next item is Shadehill unit, South Dakota. 
The justification may be inserted at this point. 
(The justification referred to follows :) 


SHADEHILL UNiT, SourH Daxkora Missourt River BAsin PrOJEcT 
(Ref. BR 544) 


Fiscal Year 1954 program—Revised budget allowance 


Fiscal year 1954 New funds_ ; $20,000 
Fiscal Year 1954 Obligation eeblaaadadpiee 20, 000 


WORK. PROPOSED, FISCAL YEAR 1954 


Minor work will be continued on replacements of the wildlife habitat areas. 
Operation and maintenance activities will continue at the remaining portion of 
the construction camp. 


i amin ae : None 
Restoration requested : New funds___- . $20, 000 


Restoration of $20,000 is requested to finance a program of $20,000. 

Restoration of these funds will provide for continued operation of the develop- 
ment farm, installation of reservoir protection facilities and continuation of 
the fish and wildlife habitat work. 

The fiscal year 1954 program provides for operation of the development farm 
during its second year. If this work is stopped because of lack of funds, a 
considerable loss will be experienced, Shadehill Dam and Reservoir is complete. 
The small amount programed for reservoir protection facilities is needed to 
eliminate a health and sanitation problem. The reservoir has inundated a con- 
siderable area that was important as a fish and wildlife habitat. A very minor 
mount has been programed for facilities to protect the fish and wildlife resources, 


RESTORATION OF FUNDS 


Mr. Markwet. Mr. Chairman, we are requesting a restoration of 
$20,000 to provide for the continued operation of the development 
farm, installation of reservoir protection facilities, and a small amount 
for the continuation of work on the fish and wildlife habitat facilities. 

Senator Munpr. This is a reservoir completed now ? 

Mr. Markwe.. Yes, sir, except for minor work. 

Senator Munpr. What is nbsded is the experimentation on the land 
up there to determine how to use this water in irrigation in this par- 
ticular soil. And they go ahead and develop the whole irrigation 
project and the experiment produces the results. So without that 
$20,000 the whole thing is stymied and there is no opportunity to put 
it into operation. It is a serious loss and waste of money to keep 
the whole investment there without trying to find out the best way 
to utilize it. 
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Senator DworsHax. How much water is stored there ? 

Mr. Lineweaver. 358,000 acre feet is the capacity. 

Senator Munpr. What is your prospective estimate of irrigated 
acres ¢ 

Mr. Lineweaver. That depends, to a large extent, Senator Mundt, 
on the developments downstream. And, as you stated, it depends on 
two factors in there; one is the quality of the water, and the second 
is the application of it to land that is capable of producing. We have 
always figured that there would be something like 12,000 acres. 

Senator Munpr. So, for $20,000 we begin getting the answer to 
what we can do to start recapturing some of this money ? 

Mr. Lineweaver. I may say in the night session a couple of weeks 
ago which this committee held, the question of demineralization of 
the water back of Shadehill was brought up. The progress being 
made toward solution of that problem was explained in full at that 
time. 

Mr. Markwe.u. We also have a statement on the Shadehill unit. 

(The statement referred to follows :) 


SHADEHILL UNIT, SoutrH DaKkora 
MISSOURI RIVER BASIN PROJECT 


The primary component of the fiscal year 1954 program for the Shadehill 
unit is the continued operation of the development farm under the working 
agreement with the South Dakota State College. Because of the questionable 
nature of the water impounded in the Shadehill Reservoir, an intensive research 
and investigational program has been undertaken at the development farm to 
determine accurately the water-soil relationship characteristics. The establish- 
ment of irrigation agriculture on 12,000 acres is dependent on the completion of 
these studies. 

Other work contemplated in fiscal year 1954 includes the construction of minor 
reservoir-protection facilities to eliminate a health and sanitation problem. The 
wildlife habitat development program should be continued in order to replace 
habitats inundated by the filling of the reservoir. These wildlife facilities will 
be operated and maintained by the State when initial construction is completed 

Full restoration of the reduction of $20,000 made by the House in the revised 
budget estimate is necessary in order to permit the continuation of the water 
investigations and the fulfillment of the Government’s commitment to protect 
the wildlife of the area. 


Satnt Francis Unir, Cotorapo-Kansas 


Senator DworsHak. Next is the Saint Francis unit. The justifica- 
tion may be inserted at this point. 
(The justification referred to follows :) 


Sr. Francts Unit, CoLtorapo-KaNnsas Mrssourt River BaAstn PROJECT 
(Ref. BR 549) 
a. 1954 program revised budget allowance 


Fiscal year 1954 new funds- None 
Fiscal year 1954 obligation ‘ $40, 000 


WORK PROPOSED, FISCAL YEAR 1954 


Program for fiscal year 1954 provides for completion of the definite plan report 
and initiation of design data collection for the irrigation facilities. Preliniinary 
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work necessary to establish a development farm in the area will be initiated 
The communication system for integrated basin reservoir operation and flood 
warning network will be completed. 
House allowance__ inde dita derek. '§ tes ‘ . Non 
Restoration requested : 
New funds : 4 ; , Non 
Carryover funds : 2 : $40, 000 


Mr. Markxwewu. Mr. Chairman, we are asking approval to us 
$40,000 of carryover funds on the St. Francis unit. The Bonny Dan 
and Reservoir were completed in 1951. We have 175,000 acre-feet of 
storage capacity available for irrigation purposes and flood control, 
and we need the carryover money to complete our definite plan report 
which will present plans on the proposed irrigation operations. Fur 
ther study will also be made on the establishment of a development 
farm. Also, these funds are needed to complete the flood-warning 
communications network covering the reservoirs in the basin. 

We also have a statement on this unit to submit for the record. 

(The statement referred to follows:) 


St. FRANcIS UNIT, COLORADO AND KANSAS 


MISSOURI RIVER BASIN PROJECT 


The revised budget estimate requested appropriations in the amount of $40,000 
for the St. Francis unit. The House did not recommend funds for this project. 

The funds requested for fiscal year 1954 program would provide for the collec 
tion of data leading to completion of a definite plan report and the negotiation 
of a repayment contract which are prerequisites to the initiation of construction 
of irrigation facilities in subsequent years. These funds will also provide for the 
prelminary work toward the establishment of a development farm and for the 
completion of the communication network for integrated basin reservoir operatior 
and flood warning. 

Full restoration of the House reduction of the program is necessary to complete 
the preliminary requirements for construction of the irrigation works. Only 
upon completion of these works will the intended use be made of the waters now 
stored behind Bonny Dam. 

Approximately $4,148,486 of the $4,584,186 programed for the South Dakota 
loop is required for the second stage substation construction to make the loop 
operative at 115,000 volts. 

Senator Dworsnax. That brings us to the transmission division, 
and I am advised that Chairman Cordon wants to be present, so we 
will recess until 2 o’clock. 

Mr. Linewraver. Mr. Chairman, may I have the permission of the 
committee to insert in the record at the appropriate place a statement 
on the Southwestern Contra Costa Canal investigations that are 
covered by a proviso in the House bill? 

Senator DworsHak. Yes. 

Mr. Lineweaver. That is in connection with the Central Valley 
project. 

Senator DworsHak. Without objection, that may be done. (State- 
ment referred to will be found on page 1857.) 


OAHE UNIT, SOUTH DAKOTA 


Senator Munpr. Before we break up I would like to ask a question 
about the plans for Oahe diversion, and the money you are requesting 
and what your thoughts are in that connection. 

Mr. Lineweaver. On the Oahe diversion, as we stated the other day, 
Senator Mundt, we want to go into this underground water investiga- 
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tion for which the chairman of this committee and the chairman of 
the House committee have approved the reprograming, or at least 
have OK'd the reprograming or transfer of $50,000 from unobligated 
funds under phase B or i of the Missouri Basin, or other unobligated 
funds of thi project, so as to put down some six wells this season and 
get them into ope ration as quickly as possible before the end of this 
growing season if possible. If this program is to be carried on as 
effic iently and effectively as we hope it will be, we would require 
$160,000, which amount is not covered by funds either now in the 
budget or in the revised budget or in the House bill. 

T have a statement that I will put in the record on that. 

Senator Munpr. Very good. 

Senator DworsHak. That will be inserted in the record. 

(The statement referred to follows :) 


Mr. CHAIRMAN. I am glad to advise the committee that on May 20 Assistant 
Secretary Aandahl recommended and Administrative Assistant Secretary Beasley 
approved reprograming $50,000 of unobligated funds apprepriated for the Missouri 
River Basin project to initiate immediately the well-drilling program in the 
James River Valley of South Dakota to determine the availability of underground 
water from aquifers for irrigation in connection with the Oahe unit of the 
Missouri Basin project. This action was taken with the endorsement of Chair 
man Cordon, of the Senate appropriations subcommittee, and Chairman Jensen, 
of the House subcommittee. 

The Regional Director of the sure anu at Billings, Mont., and the district 
manager at Huron, S. Dak., on May 25 were instructed to initiate the well-drilling 
program without delay so as to put dow n at least six wells this season if possible. 
This season’s program is the first reclamation irrigation experimental demonstra- 
tion involving underground water undertaken in eastern South Dakota. 

Senator Mundt, on May 14, brought the matter to the attention of Secretary 
Aandahl, following the presentation of the subject by the Senator to this commit- 
tee, and to the House committee by Congressman Lovre, of South Dakota. Mr 
Aandahl’s recommendation to the Secretary of the Interior is as follows: 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
Office of the Secretary, 
Washington 25, D. C., May 20, 1958. 
Memorandum To: Secretary of the Interior 
From: Assistant Secretary Aandahl 
Subject: Transfer of funds for aquifer investigations, Oahe unit, Missouri River 
Basin project 

During the hearings before the Senate and House appropriations suhcommit- 
tees on the Inerior Department appropriation bill for fiscal year 1954, members 
of the committee emphasized the importance of immediate initiation of investiga- 
tions with respect to the availability and use of water from aquifers in the James 
River (Oahe unit, Missouri River Basin project) area of South Dakota. The 
results of this investigation will have an important bearing on determinations 
with respect to economical irrigation service from Oahe Reservoir on the main 
stem of the Missouri River. The investigations will be materially expedited if 
a well-drilling program is initiated promptly so that results may be developed 
during the present growing season. It is anticipated that the program would be 
continued during the 1954 season. The importance of getting this phase of the 
irrigation investigations under way is accentuated by the energizing of Oahe 
Dam construction by the Bureau of the Budget. 

The proposed program was presented at hearings before both committees in 
response to questions from interested members and it had been anticipated that 
the Senate committee would include a recommendation for the transfer of $50,000 
of unobligated phase B or C fiseal year 1953 or other unobligated funds of the 
Missouri River Basin project to initiate the program. Unavoidable delays in 
the Senate hearings indicate that some time will elapse before the committee 
report is available. In the circumstances and because of the importance of the 
program, I propose to instruct Assistant Commissioner Lineweaver, of the Bureau 
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of Reclamation, to reprogram not to exceed $50,000 of the funds indicated for the 
purpose of initiating promptly the program by installiag at least 6 wells this 
season. 

Chairman Jensen, of the House Interior Appropriations Subcommittee, advises 
that “This proposal meets with my complete approval.” Chairman Cordon, of 
the Senate Interior Appropriations Subcommittee, wrote “O. K.” with respect 
to the proposal. 

Your approval of these instructions is requested. 

Approved: May 20, 1953. 

Frep G. AANDAHL, 
Assistant Secretary, Water and Power, 
D. Orts BEASLEY, 
Administrative Assistant Secretary of the Interior. 


OAHE Unit, SoutH Dakota 
TESTS ON AQUIFERS IN JAMES RIVER AREAS 


In the course of the investigations of the potential irrigable area of the Oahe 
unit it has been found that an extensive aquifer underlies the area between 
Huron and Redfield, which is underneath soils with little or no ability to transmit 
water laterally but do have ability to transmit water vertically. It is thought 
that if the water in the aquifer, which is under some pressure at present, was 
withdrawn by pumping from wells, the excess water from irrigation applications 
on the surface would then drain downward into the aquifer and be withdrawn by 
pumping. All of the water pumped could be used for irrigation. Since the 
feasibility of irrigation of the Oahe unit is dependent on providing adequate 
drainage, it is planned to drill some large test wells in the project area to tap 
the aquifer and make pumping tests to determine if the drainage can be accom- 
plished in this manner. By rescheduling to provide an additional $50,000 for 
Oahe unit from phase B funds available in fiscal year 1953, it is planned to put 
down some 6 wells at once for these tests. The program for fiscal year 1954 
provides for utilizing $160,000 of the total fiscal year 1954 estimate of $250,000 
scheduled for Oahe unit to be used to put down some additional wells and to 
operate the wells during 1954. 

Since there has been a serious deficiency in precipitation recently in this area, 
the soil moisture has been depleted; thus good use can be made of the water 
pumped from the test wells to furnish irrigation water to the cultivated areas 
immediately surrounding the wells. 


Senator DworsHak. We will recess at this time until 2 o’clock. 
(Whereupon, at 12:05 p. m., the subcommittee was recessed, to be 
reconvened at 2 p. m., this same day.) 


AFTER RECESS 


Senator Corpvon. The committee will come to order. 

The Chair has a communication from Senator Humphrey of Minne- 
sota with an attached statement by the Senator supporting the Bureau 
of Reclamation funds for constructing high voltage transmission lines 
in western Minnesota. The letter and the attached statement will be 
made a part of the record at this point. 

(The letter and statement referred to follow :) 


JNITED States SENATE, 
Washington, D. 0., May 20, 1958. 


CHAIRMAN, SENATE SUBCOMMITTEE ON INTERIOR APPROPRIATIONS, 
United States Senate, Washington, D. C. 


My Dear Senator: Attached herewith is my statement in support of Bureau 
of Reclamation funds for constructing high voltage transmission lines into 
western Minnesota. 

My intention had been to testify in person before your committee, but since 
it has proven impossible to arrange my schedule for this purpose, I request that 
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this statement be accepted and incorporated in the record of testimony for the 
consideration of your committee. 
Sincerely yours, 






Husert H. HUMPHREY. 



















STATEMENT By SENATOR Husert H. HUMPHREY SUPPORTING BuREAU OF RECLAMA- 
TION FUNDS For CONSTRUCTING HIGH VOLTAGE TRANSMISSION LINE INTO WESTERN 
MINNESOTA 












Minnesota’s power problems are not unfamiliar to this committee. In past 
years you have heard our situation discussed at great length, with our needs 
fully documented and the desires of Minnesota people made amply clear. 

For 4 years, we in Minnesota have been fighting desperately to share in the 
benefits of low cost hydroelectric power from the Missouri River dams. 

It is a fight for development and progress in which our State is now united. 

It is not a partisan fight. It is not even a fight involving the controversial 
question of public versus private power. 

Instead, it is a determined effort on the part of elected representatives of the 
people of Minnesota from both political parties, and spokesmen from both the 
private utilities of Minnesota and the great network of rural electric cooperatives 
in our State, to make clear to the committees of the Congress the urgent need 
for additional sources of power for Minnesota. 

Minnesota is a growing State. We need more electrical power. Our REA 
cooperatives are unable to fulfill all of the requests that come to them for 
expanded service. This uncertainty as to whether or not we in Minnesota will 
be permitted to share in low cost hydroelectric power has made it most difficult 
for our rural electric cooperatives or our private utilities to plan their future 
development program. 

We have endeavored to meet our needs by seeking advance construction of 
transmission lines to be available when power from the Bureau of Reclamation’s 
Missouri River Basin hydroelectric dams becomes available for us in Minnesota. 
That power will be available by late this year, according to present schedules. 
There is no longer time for putting off definite action. 

Yet we in Minnesota are again confronted with uncertainty as a result of 
action taken by the House Appropriations Committee and concurred in by the 
House itself, omitting funds for the badly needed transmission line from Fargo, 
N. Dak., to Fergus Falls, to Benson, and to Granite Falls, and proposing instead 
a new study of an alternate shorter transmission link, 

Gentlemen, with fullest respect for Members of the other House, I must question 
their judgment in ignoring the combined judgment of power experts in our own 
State and instead delay and set back progress of our State and thus create 
serious problems for our rural electric cooperatives and private utilities alike. 

We have heard much in recent years about curbing “big government,” and 
encouraging greater responsibility within the State governments. I submit that 
the action of the House on this transmission line question is an example of 
arbitrary Federal action without due consideration of local needs and local 
desires, upon which local people have agreed after long and arduous negotiation. 

Let me review briefly the growth of this great development project for a high 
voltage transmission line bringing Missouri Basin power into western Minnesota. 

Backed originally by the rural electric cooperatives of our State in a desperate 
effort to bring down power costs, it was at first opposed by the private power 
companies. I remember this clearly because I advocated the lines during the 
8ist Congress in the face of opposition from the power companies. 

But the power shortage in our State has continued to grow. Our development 
leaders have recognized that united action is necessary to solve that problem. 
The demands upon the cooperatives, the municipal plants, and the private utili- 
ties for expanded service have continued to mount. As a result, Minnesota’s 
power interests—private and public alike—have been united for more than a year 
in support of the Fargo-Fergus Falls-Granite Falls transmission line as the most 
practical solution, and one that should not be longer delayed. 

Spokesmen for 20 REA cooperatives from Minnesota and engineers repre- 
senting the 3 large private utilities of Minnesota appeared before the House 
appropriations subcommittee to make clear that unified stand, and to ask for the 
“green light” from Congress to get started on this badly needed transmission line. 

























































1968 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


They were keenly disappointed at deletion of the $4 million item for this projed 
from the revised budget submitted by Secretary McKay, but urged the Hous: 
to restore it as essential to the growth and progress 0° Minnesota. 

I find the reaction of the House committee rather difficult to understand 
Minnesota’s right to share in the hydroelectric power of the Missouri Basin was 
recognized by the committee report. The committee chairman said Minnesota 
should have a transmission lire. 

Yet the views and advice of all the Minnesota leaders who have spent years 
studying this development program were tossed out the window, and new sug- 
gestions not heretofore even considered were adopted by the committee in pro 
posing study of an alternate route. 

Let me quote briefly from the House debate on this question. 

I should like to have inserted as part of this statement the attached exchange 
of views between my Minnesota colleague, Representative H. Carl Andersen, 
and the chairman of the House Interior Subcommittee on Appropriations, Rep- 
resentative Jensen, of Iowa: 

“Mr. JenseN. You, of course, know that we have refused constantly to build 
lines that did not square with our line-building policy, the line-building policy 
of Congress which I have just enunciated. Your request for lines in Minnesota 
do not square with the policy. 

“Mr. H. CArt ANDERSEN. Mr. Chairman, will the gentleman vield? 

“Mr. JENSEN. I am trying to answer the gentleman’s question. 

“Mr. H. CArt ANDERSEN. Thank you, sir. 

“Mr. Jensen. Then we employed engineers to work with the committee and 
to tell us where certain lines should run. I asked this very able disinterested 
engineer to make a survey and to determine where the lines should run from the 
Missouri Valley Basin into Minnesota to make power available to Minnesota 
After much study the engineer recommended that the line should run from 
Big Bend to Huron to Watertown to Granite Falls, Minn. 

“Mr. M. Cart ANpersen. Mr. Chairman, would the gentleman yield? The 
gentleman has not yet answered my question. 

“Mr. Jensen. That is what I am trying to do, if the gentleman will permit 

“Mr. H. Cart AnpDeRSEN. I asked you the name of that gentleman. 

“Mr. JENSEN. His name is George Green, an able, experienced engineer. 

“Mr. H. Cart ANDERSEN. George Green? 

“Mr. Jensen. Right. 

“Mr. H. Cart ANDERSEN. May I ask why—— 

“Mr. Jensen. Just a minute, please. As I remember the Minnesota engineers 
also claimed that Granite Falls was the proper load center to which the line 
should be built. 

“Mr. H. Cart ANpERSEN. Go ahead, sir. 

“Mr. Jensen. Let me tell the House why we provide funds in this bill for 
investigation for the building of a line into Minnesota. A number of years 
ago, we built a line to O'Neill, Nebr., from Randall Dam to make Missouri 
Valley Basin power available to the people of Nebraska. Then 2 years ago we 
appropriated money to build a line from Randall Dam to Sioux City, Iowa, just 
inside the Iowa line where the people of Iowa could pick up the power, whether 
it be the REA or municipalities, private utilities could build their lines to Sioux 
City, Iowa, and get the power. Then wanting to be fair with Minnesota, we 
want to build a line into Minnesota; a line was recommended by the Bureau 
of Reclamation to run from Big Bend to Watertown, S. Dak. The committee 
took the advice of the engineer who headed the group which made the study 
that I have just talked about and who recommended that we continue the line 
from Watertown to Granite Falls, Minn., because that was the proper place 
to build a 230-kilovolt line into Minnesota, as we did for Iowa and Nebraska 
so the people of Minnesota could get Missouri Valley power and be treated exactly 
the same as the people in lowa and Nebraska had been treated. There is your 
answer. 

“Mr. H. Cart AnpERSEN. Will the gentleman yield? 

“Mr. Jensen. Yes. 

“Mr. H. Cart ANpeRSEN. Just why did the subcommittee take the advice of 
this engineer of whom I have never heard and discard entirely the advice of the 
engineers representing the 20 REA electric cooperatives. 

“Mr. Jensen. I will tell you why. 

“Mr. H. Cart ANpersen. Let me finish my question, please, sir. And disregard 
entirely the advice of the engineers representing 20 REA cooperatives in the 
great State of Minnesota plus the engineers representing the 3 large private 
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utilities of Minnesota? Just who is this particular engineer that you speak of? 
| have never heard of him; but I have heard of these attorneys who for 4 years 
have been trying to help us in Minnesota to fight to get this power into the 
State. That is the question in my mind. 

“Mr. JENSEN, Because your requests do not square with the line-building 
policy of the committee. 

“Mr. H. Cart ANpDERSEN. Perhaps your line-building policy is wrong. After 
all, I have been in Congress as long as you have.” 

I believe that exchange found on page 4067 of the Congressional Record of 
April 27, 1953 makes it clear that this question is not a partisan issue, that it 
is a Minnesota issue upon which private and cooperative power interests are 
united, yet an issue upon which Minnesota’s views are being ignored in a rather 
arbitrary manner. 

The reason cited for opposing the transmission line advocated by all concerned 
in Minnesota is that it does not square with the line-building policy of the 
committee. 

I must challenge that conclusion, in view of the explanation of that policy 
by Mr. Jensen and the subsequent testimony of power spokesmen from Minnesota. 

During the House debate Mr. Jensen, asked about the committee’s transmis- 
sion line policy, said: 

“That policy is simply this, in a few words: That wherever private utilities 
and/or REA and/or municipalities have adequate existing transmission facilities 
to wheel hydropower to preferred customers and others, in accordance with the 
law of the land, or where they will agree to build such facilities and will enter 
into a contract to wheel hydropower at reasonable price to preferred customers 
and others, then the Congress is not justified in appropriating the taxpayers’ 
money for such transmission facilities. There is the yardstick.” 

I submit, gentlemen, that all of the testimony presented to the House com 
mittee from the State of Minnesota indicated just the contrary situation existed. 
Thus, under the committee’s own yardstick, indicating the Congress would be 
fully justified in appropriating the taxpayers’ money for the transmission facil- 
ities I am supporting. 

If we are to take the House subcommittee chairman at his word when he 
committed himself in debate by saying ‘“‘* * * wanting to be fair to Minnesota, 
we want to build a line into Minnesota”, the way to be fair to Minnesota and 
the way to build a line into Minnesota is to restore the $4 million for construction 
of the entire Minnesota loop as proposed in the original budget, not incurring 
further delays on a proposed partial solution by spending money on plans and 
specifications for a line running from Big Bend, S. Dak., to Watertown, 8S. Dak., 
thence to Granite Falls, Minn., as the House group has proposed in direct con- 
tradiction of Minnesota’s wishes. 

I want to urge this committee to consider carefully the accomplishment of 
Minnesota in working out a power development program upon which rural 
cooperatives, private power companies, and municipal systems are in accord. 
Such planning has been developed in the true tradition of a liberal free-enterprise 
system, and is what this committee has strived to achieve for many years. 

The proposal upon which Minnesota is unified calls for a 230-kilovolt line 
running from Jamestown to Fergus Falls to Benson to Granite Falls to Mankato 
to Blue Earth to Jackson and back to Fort Randall. It would provide power 
to western Minnesota from the Fort Randall and Garrison powerplants now being 
built by the Corps of Engineers. Under Bureau of Reclamation plans, the Gov- 
ernment would build and own the 230-kilovolt backbone line. At appropriate 
points, as mentioned above, transformer stations would be built so that the 
power could be put into the lower voltage lines of the cooperatives and the 
private power companies. Then, over private and cooperative-owned lines, 
which are always available and under construction, the interested parties would 
team up to deliver power to the ultimate user. 

Minnesota is proud of such teamwork between public and private interests, 
working together to offer the State the best power service possible at the most 
reasonable costs that can be achieved. 

If it is the desire of the Congress to encourage such harmony between coopera- 
tive power users and private power distributors, rather than drive them into 
hostile camps, I believe Minnesota’s united request should be heeded and the 
funds provided for bringing realization to the high voltage line project upon 
which these groups have worked so closely together. 

Any other course will be a setback to Minnesota. It will be a setback to the 
rural electric cooperatives, to the private power companies, and to the municipal 
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power systems. But even more important, it will be a setback to the ultimate 
power consumers in Minnesota, now confronted with power costs among the 
highest in the country. 


Missourr River Bastn Prosecr 
TRANSMISSION DIVISION 


Senator Corvon. The next item before the committee is the Mis- 
souri River Basin project transmission division. The justification 
may be inserted in the record at this point. 

(The justification referred to follows :) 


Mrissourr River BASIN PROJECT 


TRANSMISSION DIVISION 
(Ref. BR 554) 
Fiscal year 1954 program—Revised budget allowance 


Fiscal year 1954 new funds d te if O24 $10, 896, 330 
Fiscal year 1954 obligations___ p26 ojos 18; 868, 600 


WORK PROPOSED, FISCAL YEAR 1954 


The program for fiscal year 1954 wil) provide for the following activities: 

Nebraska.—The Bridgeport substation will be completed, and work on the 
Gering substation will be continued. 

Wyoming.—Construction will be initiated on the Basin (Worland) substation, 
the Westvaco substation, the Alcova-Gering 115-kilovolt transmission line and the 
Alcova switchyard additions. The work will continue on the Seminoe-Westvaco 
115-kilovolt transmission line and the Rock Springs substation. Conversion of 
the Glendo-Lusk 84.5-kilovolt transmission line to 69-kilovolt, enlargement of the 
Deshaw substation, Lovell-Yellowtail 115-kilovolt transmission line, the addi- 
tions to the Heart Mountain substation and the Thermopolis-Lovell 115-kilovolt 
transmission line and the Lovell substation will be completed. Work will con- 
tinue on the Guernsey substation additions. 

Montana.—Crow Creek substation will be completed. 

North Dakota,—Construction of the Lakota substation will be completed. 
Construction will continue on the Bismarck-Mobridge 230-kilovolt transmission 
line and substations at Bismarck and Jamestown, the Jamestown-Fargo 230- 
kilovolt transmission line, the Lakota-Grand Forks 115-kilovolt transmission line 
and substations at Fargo and Grand Forks will be placed under contract for 
construction. An extension from Garrison-Voltaire 115-kilovolt transmission 
line to Garrison switchyard will be built. Installation of the Heart Butte irri- 
gation pumping plant substations will begin. The Edgeley-Groton 115-kilovolt 
transmission line, the Ellendale substation and the Valley City substation addi- 
tions will be placed under construction. 

South Dakota.—Construction will continue on the Fort Randall-Oahe, Oahe- 
Mobridge, and Fort Randall-Sioux City 230-kilovolt transmission lines, and the 
Sioux City substation, and will be started on the temporary Oahe substation. 
Construction will be completed on Oahe-Midland 115-kilovolt transmission line, 
and supply contracts awarded for the Pierre substation. Work will be completed 
on second-stage construction for the East River loop substations at Sioux Falls, 
Flandreau, Brookings, Watertown, Summit, Croton, Huron, Woonsocket, Mount 
Vernon, Armour, Tyndall, and Beresford, and the Rapid City and Weaver Air 
Base substations will be placed in service. Construction will be initiated on the 
Big Bend-Huron-Watertown double-circuit 230-kilovolt transmission line, and 
supply contracts will be awarded for the Big Bend tap switchyard. 


House allowance: 
FOOT LEO os cp arene meen ei iaecearindiaal eect aetna cece .--. $3, 558, 390 
ee a Mi RAMI I 7, 466, 670 


Total program -—. 11, 020, 060 
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HOUBE REPORT 


“Transmission division.—The committee has eliminated all funds requested for 
new transmission line starts in the fiseal year 1954 for the Missouri River Basin 
project. This action has been taken to provide time for the Secretary to restudy 
and report on the regional power program. The committee suggests that an in- 
dependent study for the purpose of determining a transmission system which is 
best suited to dispose of the potential power from the Missouri River Basin 
projects may be desirable. It is understood that a delay of one year will not 
materially effect disposal of power becoming available from the multiple purpose 
projects in the Missouri River project area. 

“Construction of the Sinclair-Westvaco line in Wyoming has been stopped and 
the committee has rescinded $600,000 of 1953 funds not needed. 

“The $400,000 which has been allowed for the Big Bend-Huron-Watertown 
transmission line is to be used for the completion of plans and specifications for 
a line running from Big Bend, South Dakota, to Watertown to Granite Falls, 
Minnesota, which would provide the means of making Missouri Basin power 
available to Western Minnesota. 

“It was pointed out to the committee that a dangerous situation exists as a 
result of present location of certain transmission lines in Montana. The Bureau 
is instructed to reprogram unobligated balances from the 1953 program funds to 
effect the following transmission line location changes: 

“1, Relocate that section of the Missouri Basin transmission system in the 
vicinity of Sidney, Montana, to eliminate obstruction of the Richland County 
airport, at a cost of not to exceed $35,000. 

“2. Relocate approximately six miles of Fort Peck-Great Falls transmission 
line, in the vicinity of Havre, Montana, for the protection of a school, related 
public facilities and homes, at a cost not to exceed $90,000. 

“The committee has deleted all funds requested for the Transmission division 
for general property, stores and equipment. It is requestéd that an inventory 
be made of not only this material, but of all such material in all agencies of the 
Department, with a view to transferring such items from locations where the 
need may no longer exist for them to locations where it may be needed, and 
disposal of such material as can be clearly shown as not needed in the reasonable 
future. The committee has also eliminated funds programed for project investi- 
gations.” 


Restoration requested: new funds as $5, 972, 037 


(Revised estimate of carryover funds, $2,466,670) 


EXPLANATION 
New obligations: 
House allowance—new funds____--_ ~~~ a ' 83, 553, 390 
Revised estimate—carry over funds____-_-~ ; 5 2, 466, 670 
Restoration requested—new funds sien oe ; 5, 972, O37 


Total new obligations ¢ 992, 097 


Expenditures : 
ge a i aoa 
Unliquidated obligations (amounts reserved for contractors 
carried over from prior years) —--~- ; im 11, 014, 075 


, 992, 097 


Total expenditures_______~ cocaine iced 23, 006, 172 


mi, 


(hh 18) Transmission Division, $5,972,0: 


Restoration of $5,972,087 is requested which, with $2,466,670 of prior year 
balance estimated to be available and $3,553,390 new appropriation allowed bs 
the House, will finance a program of $11,992,097. 

This program provides for the construction of all lines listed in the revised 
budget except the Sinclair-Westvaco 115-kilovolt transmission line and substation 
which was deleted by the House. Restoration of $1,370,903 for this line is not 
being requested. 

In establishing the total approved program of the Transmission Division the 
House committee report listed only those facilities which were approved for 
construction in fiscal year 1954 and indicated the approved cost program for ea 
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facility. This procedure resulted in deferring all activity on transmission lines 
and related facilities not specifically listed and, in addition, lumped the entries 
which represent such distributive amounts as application to program items of the 
cost of materials and supplies and construction facilities purchased in prior 
years and the reservations to contractors for furnishing of goods and services 
under contracts already awarded (unliquidated obligations). The net effect 
of this action is to reduce the program by the amount of these anticipated dis- 
tributions and reservations ($11,218,230). It is, therefore, requested that the 
amounts shown on the revised budget for these items be restored to allow 
financing the various program items as approved under the revised budget 
program, 

The attached table shows the House action program, the restoration requested 
and the program based on the requested restorations, with the financing of each 
program item identified as to prior year or new funds. The last column of the 
table captioned “Proposed total program” is the revised budget, less only the 
Sinclair-Westvaco line, deleted by the House. 

The following paragraphs describe the work involved in connection with each 
program item for which restoration of new funds is requested. 
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(hye d 


Brookings-Watertown 115-kilovolt transmission line and substation (S68,- 
150); Watertown-Groton-Huron-Armour 115-kilovolt transmission line and 
substations ($390,392) ; and Armour-Fort Randall-Gavins Point-Siour Falls 
transmission line and substations ($30,373) 


Sioux Falls-Brookings 115-kilovolt transmission line and substations ($172,271) ; 


Restoration of a total of $661,186 is requested which, with $2,623,000 of 
prior year balance estimated to be available and $1,250,000 new appropriation 
ullowed by the House, will finance total program of $4,534,186 on the above 
transmission lines and related substations. The program and source of fund- 
ing by the individual lines are as follows: 


Prior year | New funds| Proposed 
balance illowed by 
silable House 


Sioux Falls-Brookings transmission line 72, 27 $617, 000 $225, 000 
Brookings-Watertown transmission line 68, 15 718, 000 275, 000 
Watertown-Groton-Huron-Armour transmission line 390, 39% 808, 000 400, 000 
Armour-Fort Randall-Gavins Point-Sioux Falls trans 

mission line... 30, 373 480, 000 350, 000 


Th eainthdhdinin tunel ‘ 61 2, 623, 000 1, 250, 000 


These transmission lines and substations form a 115-kilovolt loop system, the 
construction of which was initially approved as an advance program to provide 
facilities fur the East River Electric Power Cooperative to deliver power to its 
customers. Ultimately the lines will be used for the marketing of power from 
the main stream powerplants. The transmission lines and that portion of the 
substations necessary for use by the cooperative will have been completed in 
fiscal year 1953. Work is now under way on the additions to the substations 
necessary for their ultimate use. This work has been closely coordinated with 
the availability of power at the Fort Randall powerplant, and it is essential 
that the work proceed as presently scheduled. 


Rapid City-Midland 115-kilovolt transmission line and substations ($17,500) 

Restoration of $17,500 is requested which, with $471,000 of prior year balance 
estimated to be available and $200,000 new appropriation allowed by the House, 
will finance a program of $688,500. 

This transmission line and substation is a part of the Bureau’s Oahe-Rapid 
City transmission system for marketing of main stream power in the central and 
western areas of South Dakota. Construction of the transmission line and the 
Wicksville, Wall, Phillips, and Midland substations has been completed as part 
of an advance program to provide facilities for use by the Rushmore G. & T. 
Electric Cooperative. The construction of the Rapid City and Weaver substa 
tions is now under way and is scheduled for completion by the end of fiscal year 
1954. Since the Fort Randall powerplant is scheduled to commence operation 
in November 1953, it is essential that work on this line be completed by the end 
of fiscal year 1954 as now scheduled. 


Fort Randall-Oahe-Mobridge-Garrison 230-kilovolt transmission line and 
stations ($121,340) 


sub 


Restoration of $121,540 is requested which, with $5,168,000 of prior year bal 
ance estimated to be available and $525,000 new appropriation allowed by the 
House, will finance a program of $5,814,340. 

This transmission line will be the main backbone line interconnecting the 
Garrison, Oahe, and Fort Randall powerplants. By virtue of this interconnec 
tion it will be possible to integrate the operation of these plants and to make 
transfers of power from one area to another as required by overall reservoir 
regulations, thus resulting in optimum operation of the interconnected plants 
and greatly increasing the amount of firm energy. 

The construction schedule for this main backbone transmission line has beer 
coordinated with the completion dates for the main stem powerplants and pro- 
vides for the completion of the line and start of construction on the temporary 
Oahe substation by the end of fiscal year 1954. It is essential that this schedul 
be adhered to to insure facilities for the marketing of main stem power by the 
time the power is available. 
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Fort Randall-Sioux City 230-kv. transmission line and substation ($178,559) 

Restoration of $178,559 is requested which, with $3,548,000 of prior year bal- 
ance estimated to be available and $982,390 new appropriation allowed by the 
House, will finance a program of $4,703,949. 

The Fort Randall-Sioux City 230-kv. transmission line will transmit power 
to markets in that area. This line has been coordinated with the overall trans- 
mission network as one of the major backbone transmission lines required to 
carry power to load centers for delivery to public agencies, REA’s, municipali- 
ties, and other customers of the Bureau. Construction of this transmission line 
is under way and the fiscal year 1954 program consists of continued construction 
on the 122 miles of double circuit line and the Sioux City Substation. To avoid 
an uneconomical curtailment of work now under contract and a delay in the 
availability of transmission facilities to market main stream power, the present 
schedule should be adhered to. 


Oahe-Midland 115-kv. transmission line and substation ($176,000) 

Restoration of $176,000 is requested which, with $224,000 of prior year balance 
estimated to be available and $135,000 new appropriation allowed by the House, 
will finance a program of $535,000. 

The Oahe-Midland 115-ky. transmission line is the first section of the Oahe 
Rapid City transmission line. The Oahe-Rapid City line is the backbone of the 
system which will transmit Missouri River Basin power for marketing in the 
central and western areas in South Dakota. By the end of the current fiscal 
year, work on this line will be well advanced and should be continued in fiscal 
year 1954 as now scheduled so as to avoid an uneconomical curtailing of work 
and a delay in the availability of this line for marketing main stem power. 
Advance construction program—North Dakota ($15,000) 

Restoration of $15,000 is requested which, with $25,301 of prior year balance 
estimated to be available, will finance a program of $40,301. 

These facilities represent a transmission loop which will be required to market 
Missouri River Basin power in north-central North Dakota, but which were con- 
structed in advance of the availability of Federal power to provide facilities for 
local REA’s. All work on these facilities will have been completed by the end 
of the current fiscal year except for the Lakota Substation on which work is 
under way and scheduled to be completed in fiscal year 1954. 

Bismarck-DeVaul 69-kv. transmission line and substations ($55,000) 

Restoration of $55,000 is requested which, with $131,000 of prior year balance 
estimated to be available, will finance a program of $186,000. 

This transmission line and substations will provide power for the Mor-Gran- 
Sou Electric Cooperative, Inc., at the Custer Trail and DeVaui substations. 
Additional power will be Supplied through these substations for 56 pumping 
units of the Heart River irrigation unit. The line will also be used by the Mon- 
tana-Dakota Utilities Company to transmit power from Bismarck to its system 
west of DeVaul. Construction of the transmission line and the Custer Trail 
and DeVaul substations will be complete by the end of the current fiscal year. 
Based on the revised budget estimate, the only construction work to be under 
way during fiscal year 1954 will be the construction of distribution substations 
to serve the Heart River unit. In addition, funds are scheduled for payment to 
the Mor-Gran-Sou Electric Cooperative, Inc., in connection with the latter irri- 
gation unit. Construction of the Heart River unit is scheduled to be initiated 
early in fiscal year 1954 with presently available funds and the initial water de- 
livery is scheduled for the spring of 1955. In order to have the distribution 
substations available for service by the time they are required for pumping pur- 
poses, construction must be undertaken and the payment made to the Mor-Gran- 
Sou Cooperative in fiscal year 1954 as now scheduled. 

Hdgeley-Groton 115-kv. transmission line and substation ($511,000) 

Restoration of $511,000 is requested which will finance a program of the same 
amount, 

This transmission line will serve to interconnect the existing 115-kv. system in 
North Dakota with the existing 115-kv. system in South Dakota. In addition, 
it will permit the delivery of power to the cooperatives and the Montana-Dakota 
Utilities Company. This interconnection will provide for the emergency inter- 
change of power between the North and South Dakota systems. It is therefore 
essential that the award of contracts and the start of construction in fiscal year 
1954 on these facilities proceed as now scheduled. 
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Lakota-Grand Forks 115-kv. transmission line and substation ($1,025,000) 

Restoration of $1,025,000 is requested which will finance a program of the 
same amount. 

The primary purpose of this transmission line is to deliver Missouri River 
Basin main stream power to cooperatives and municipalities in the vicinity of 
Grand Forks. Power will also be delivered to the Northern States Power 
Company. The construction schedule on the Fort Randall Dam and powerplant 
provides for the start of generation of power in November 1953, at which time 
power will be available for distribution over the Lakota-Grand Forks Transmis- 
sion Line. In order to have the transmission facilities required to distribute 
the Federal power, construction must be started in yiscal year 1954 on the 
Lakota-Grand Forks transmission line and substation. 


Jamestown-Fargo 230-kv. transmission line and substations ($1,000,000) 

Restoration of $1,000,000 is requested which will finance a program of the 
same amount. 

The Jamestown-Fargo transmission line will deliver power at Fargo to 2 power 
companies, 1 cooperative, and 1 municipality. The construction schedule for 
this transmission line has been closely coordinated with that for the Garrison 
powerplant which provides for the initiation of generation by April of 1955. It 
is, therefore, essential that construction be started in fiscal year 1954 as now 
scheduled in order that the line can be completed by the time power is available 
from the Garrison powerplant. 

Crow Creek substation ($20,000) 

Restoration of $20,000 is requested which, with $28,080 of prior year balance 
estimated to be available, will finance a program of $48,080. 

This substation is required to provide for irrigation pumping for the lands of 
the Crow Creek pump unit which, according to provisos in prior year appropria- 
tion acts, must be placed under irrigation to replace lands to be flooded out by 
the construction of the Canyon Ferry Dam and Reservoir. This pumping unit 
at the present time is under construction and the initial delivery of irrigation 
water is scheduled for the spring of 1955. Contracts have already been awarded 


for equipment for the Crow Creek Substation and work will be well advanced by 
the end of fiscal year 1953. If the substation is to be available by the time it is 
required for pumping purposes on the Crow Creek Pump Unit, the work on the 
substation must continue in fiscal year 1954 as now scheduled. 


{leova-Boysen-Lovell 115-kv. transmission line and substations ($210,000) 


Restoration of $210,000 is requested which, with $130,000 of prior year balance 
estimated to be available, will finance a program of $340,000. 

The Alcova-Boysen-Lovell transmission line forms an important part of the 
major transmission grid interconnecting and distributing power from the sources 
of generation. At the present time the transmission line is in operation. Con- 
tracts have been awarded and work is under way on the Thermopolis and Lovell 
substations. ‘The fiscal year 1954 program under the revised budget estimate 
provides for the completion of these facilities and award of contracts and the 
start of construction on the Basin-Worland substation, which is required to serve 
irrigation pumping requirements in the area. In order to not delay the delivery 
of presently available and badly needed power to the potential users, the construe- 
tion of this transmission line and substations should proceed as now scheduled. 


Gering-Sterling 115-kv. transmission line and related substations ($16,248) 


Restoration of $16,248 is requested which, with $85,000 of prior year balance 
estimated to be available, will finance a program of $101,248. 

By the end of the current fiscal year the Gering-Sterling Transmission Line 
and the Sidney Substation will be essentially complete and work will be well 
advanced on the Bridgeport Substation. Under the revised budget estimate 
the fiscal year 1954 program will consist of minor finishing work on the trans- 
mission line and Sidney Substation as well as the completion of the Bridgeport 
Substation. This work should be completed as now scheduled to permit placing 
the line in service as quickly as possible. 

Alcova-Gering 115-kv. transmission line and related substations ($525,000) 

Restoration of $525,000 is requested which, with $350,000 of prior year balance 
estimated to be available, will finance a program of $875,000. 

The Alcova-Gering transmission line is required to provide transmission 
capacity between the generation centers in central Wyoming and adjacent load 
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centers, insure continuity of service, secure greater flexible power system opera 
tion, provide greater dependability of electrical service, increase system operating 
efficiency and maintain system stability. By the end of the current fiscal year, 
contracts will have been awarded for procurement of equipment for installation 
of additional bays in existing Alcova switchyard which will be required for the 
operation of the Alcova-Gering line. Under the revised budget estimate, the 
fiscal year 1954 program provides for the award of contract and the start of 
construction on the transmission lines and for the continuation of work on the 
installation of additional bays at the Alcova switchyard. It is essential that 
this work be continued in accordance with that schedule. 

Casper-Gering 115-kv. transmission line and related substation ($415,000) 

Restoration of $415,000 is requested which, with $220,000 of prio. year balance 
estimated to be available, will finance a program of $635,000. 

The Casper-Gering transmission line is an integral part of the transmission 
grid for delivering Missouri River Basin power throughout southeastern Wyo- 
ming, western Nebraska, and northeastern Colorado. At the present time the 
transmission line and the initial phases of the associated substations are in 
service with the exception of the Glendo Substation. The fiscal year 1954 pro- 
gram provides for the continuation of work on the additions to the existing 
Gering substation, procurement of equipment and start of construction on the 
Glendo substation, and the procurement of electrical equipment for the Guernsey 
Substation additions. In order to insure adequate system stability and to provide 
additional outlets to serve customers as quickly as possible this fiscal year 1954 
program should be adhered to. 


Glendo-Lusk 34.5-kv. transmission line and related substations ($34,103) 

Restoration of $34,103 is requested which, with $114,230 of prior year balance 
estimated to be aVailable, will finance a program of $148,333. 

At the present time the Glendo-Lusk transmission line is in operation ; however, 
additional loads which have developed along the line and the need for providing 
service to the Niobrara Electric Membership Association had made it necessary 
that this line and related substations be converted from 34.5 to 69 kilovolts 
operation. By the end of the current fiscal year, contracts will have been awarded 
for procurement of materials for conversion of the existing Lusk substation. 


In order to serve these additional loads as quickly as possible, funds should be 
provided in fiscal year 1954 to permit completion of the conversion of the Lusk 
substation, award of contracts and completion of conversion of the transmission 
line, and the start of conversion work on the Glendo substation. 


Future transmission lines and substations ($164,920) 

Restoration of $164,920 is requested which, with $100,000 of prior year balance 
estimated to be available, will finance a program of $264,920. 

Under Federal reclamation law, the Bureau of Reclamation is given the re- 
sponsibility of distributing and marketing all power generated at Federal power- 
plants throughout the Missouri River Basin. In order to adequately carry out 
this responsibility, it is absolutely essential that a certain amount of precon- 
struction investigation work be performed prior to the construction of specific 
transmission lines. These investigations are of a broad, general nature which 
cannot readily be identified with specific features of the transmission division 
and include such things as preliminary surveys, network board analyzer studies, 
comprehensive cost studies, load requirements, and other similar planning 
activities. It is, therefore, absolutely essential that, if the Bureau of Reclama- 
tion is to provide facilities for the marketing of Federal power in the most eco- 
nomical and efficient manner possible, funds must be provided to permit adequate 
preconstruction studies. 


REA and irrigation tap lines and substations ($253,466) 


Restoration of $253,466 is requested which, with $60,000 of prior year balance 
estimated to be available, will finance a program of $313,466. 

Under the revised budget estimate, the fiscal year program for this item consists 
primarily of the completion of the finishing work on the Meteetse substation, 
installation of the additional capacity at the DeShaw substation, and additions 
to the Heart Mountain switchyard and Watford City substation. The additional 
capacity in the DeShaw substation has been requested by the Riverton Valley 
Electric Association Cooperative in anticipation of a substantial increase in load 
requirements primarily as a result of oil exploration work. The additions to the 
Heart Mountain switchyard are required to permit service to be extended to the 
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Shoshene River Power Cooperative for its intended delivery of energy to the 
Yellowstone National Park. The additions to the Watford City substation are 
required to provide additional capacity to delivery firm energy to the Montana 
Utilities Co. serving the Williston Basin area where the discovery of oil has in- 
creased the demand for power. In order to provide adequate service to these 
REA’s and the utility as quickly as possible, the present schedule should be ad- 
hered to. 

Metering equipment ($23,700) ; and Nebraska and Northwestern Iowa metering 

equipment ($35,000) 

Restoration of $58,700 is requested which will finance a program of the same 
amount. 

The fiscal year 1954 program for these items consisted of the purchase and 
installation of additional metering facilities at substations of customers that 
will receive Missouri River Basin project power through wheeling arrangements. 
These metering sets are essential in order that proper and correct billing 
of energy used by these customers may be rendered. A number of wheeling 
contracts are already in force throughout the basin and some metering equipment 
is already on hand in anticipation that installation would be made in fiscal 
year 1954, Funds should be provided to permit this essential work to proceed 
as now scheduled. 

General property ($514,015) 

Restoration of $514,015 is requested which, with $185,985 of prior year balance 
estimated to be available, will finance a program of $700,000. 

This item consists of permanent facilities that are not for the specific benefit 
of any particular segment of the integrated transmission system and includes 
such things as radio communication equipment, access roads, warehouses, storage 
buildings, testing tools, labor, shop equipment, and system power dispatching 
facilities. These facilities are absolutely essential to the efficient and economical 
operation of any transmission grid system such as the one the Bureau of 
Reclamation has the responsibility for operating and maintaining throughout 
the Missouri River Basin. Under the revised budget estimate, the fiscal year 
1954 program for this item consists primarily of construction of a power dis- 
patching center at the Watertown substation, acquisition of a mobile substation 
unit, installation of communications and relay equipment, and the acquisition of 
labor and shop equipment. 


RESTORATION OF FUNDS 


Mr. Lineweraver. Mr. Chairman, we -— asking for restoration on 
the transmission division of a total of $5,972,037 of new funds which 
would bring the total new program for the transmission division up 
to $11,992,097 for fiscal year 1954 exclusive of reservations to contrac- 
tors alre: ady made which are tabbed as unliquidated obligations. 

Senator Corvon. If I understand you, Mr. Lineweaver, you want to 
have the figure put in by the House or passed in the House bill of 
$3,553,390 increased by $5,972,037. 

Mr. Lineweaver. Yes, sir, for new funds. 

Senator Corpon. Making a total of new funds of $9,525,427, which 
would supplement a carryover of $13,684,900, m: Rae's a gross available 
for expenditure or obligation in 1954 fiscal year of $23,210,327. 

Mr. Lineweaver. Yes, sir, that is on a program expenditure basis, 
which takes into account $11,014,075 of unliquidated obligations such 
as amounts reserved for contractors. That is what we are asking for. 

Senator Corpon, All right, sir. Do you have a statement there? 

Mr. Lineweaver. Yes, sir. Mr. McPhail has a statement. 

Senator Corpon. All right, Mr. McPhail. 

Mr. McPuatm. I have a statement, Mr. Chairman, covering each 
one of the items involed which I would like to place in the record. 

Senator Corvon. Without objection, the statement will go in the 
record at this point. 
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(The statement referred to follows :) 


Mrssourrt River Bastn TRANSMISSION FACILITIES 


The elimination of the transmission facilities of the Missouri River Basin 
proposed by the action of the House committee would seriously affect much 
needed transmission facilities. Restoration of the full revised budgeted esti- 
mate is requested. If not restored, reductions in the revised budgeted program 
will mean delay in the serving of customers with this urgently needed power 
and loss of revenues to the Government. 


Siouv Falls-Brookings; Brookings-Watertown; Watertown-Groton-Huron- 
Armour; Armour-Fort Randall-Gavins Point-Siouxr Falls; 115 kilovolt lines 
and substations 

Restoration to the full revised budgeted estimate is resquested. This will 
allow the completion of this 115-kilovolt loop, now under construction, in an 
orderly and economical manner. These transmission facilities are a part of an 
approved advanced program of construction of the 115-kilovolt loop system and 

will be used initially by cooperatives in the area to serve their customers. A 

portion of this loop is completed and is presently being used by the cooperatives. 

When Fort Randall power becomes available in the fall of 1953, these facilities 

will directly serve customers in this portion of the Missouri Basin market area 

with economical and dependable service. 


Rapid City-Midland 115-kilovolt transmission line and substations 


Restoration of the full revised budget estimate is requested. This will allow 
the completion of these much needed facilities in fiscal year 1954. This trans- 
mission line is part of the Oahe-Rapid City transmission system for the marketing 
of Missouri River Basin power in the central and western areas of South Dakota. 
The Midland-Rapid City transmission line, a portion of the facilities approved 
for construction in advance of its need by the United States, has been completed 
and is being used by the Rushmore Cooperative at 25.2 kilovolt. The coopera- 
tive will obtain power from its own plant and transmit it to the Rapid City end 
of this transmission line. No new major construction or equipment purchases 
are required for such operation or for operation at 115 kilovolts, although con- 
struction of the Bureau’s substations, which are now nearing completion, involve 
completion of supply and construction contracts already awarded. Upon com- 
pletion of the Oahe-Rapid City system, the temporary arrangement will terminate 
and the facility will be used for its intended purpose. Weaver Air Force Base 
at Rapid City is planning on receiving Fort Randall power over these facilities 
and any delay in the program for these facilities will result in a slowing down 
of defense activities at that base. 


Fort Randall-Oahe-Mobridae-Garrison 230-kilovolt line and substations 


Restoration of the full revised budget estimate is requested to allow con- 
struction now under contract on this line to continue. This transmission line 
is an important main backbone transmission line of the system and will inter- 
connect the Garrison, Oahe, and Fort Randall powerplants. The interconnection 
of these powerplants makes it possible to transfer power as required by overall 
reservoir regulation resulfing in optimum operation of the interconnected power- 
plants and greatly increasing the amount of firm power available. Any slow- 
down in construction will not permit completion of this transmission line by the 
time it is required to integrate the powerplants. 


Fort Randall-Siour City (double circuit) 280-kilovolt transmission line and 
substation 


The restoration of the full revised budget estimate is requested to allow the 
construction of these facilities to proceed in an economical manner during fiscal 
vear 1954. Any delay in the construction of this line will prevent the flow of 
Fort Randall power into Iowa when it becomes available. This line will trans- 
mit power to Sioux City for markets in that area. It is also an important part 
of the backbone transmission system for delivering Missouri River Basin power 
to additional load centers for delivery to public agencies, REA’s, municipalities, 
and other customers of the Bureau. 


Oahe-Midland 115-kilovolt transmission line and substation 


Restoration of the full revised budget estimate is requested to allow the con- 
tinuation of construction on these facilities in a normal, economical manner. 
Any delay in the construction of this line will delay serving the defense load at 
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the Weaver Air Force Base near Rapid City. This line is a part of the Oahe- 
Rapid City transmission system for the marketing of Missouri River Basin power 
in South Dakota. The Oahe-Midland section of the total facilities, together 
with the Rapid City-Midland section being constructed as part of an advanced 
construction program, will provide power to this defense load and other customers 
of South Dakota. 


Big Bend-Huron-Watertown (double circuit) 230-kilovolt transmission lines and 
switchyard 

The House of Representatives allowed the budgeted estimate for this facility 
but restricted the use of funds for the completion of plans and specifications 
These facilities are urgently needed and the issuance of specifications and the 
award of construction contracts should be allowed in fiscal year 1954, so that the 
presently planned construction schedule can be met. This facility is essential to 
the maintenance of satisfactory and dependable service in eastern South Dakota 
and for Fort Randall power to be supplied to additional loads on the East River 
loop in South Dakota. Therefore, it is requested that the language in the House 
report be specifically modified to allow the issuance of specifications and award 
of contracts, particularly on long-time delivery items. 
Advanced construction program—Central North Dakota system 

Restoration of the full revised budget estimate is requested in order that this 
feature comprising some 650 miles of transmission lines and 144,500 kilovolt- 
amperes of substation capacity can be completed. The latest figures available 
indicate that this feature will be complete in fiscal year 1953 except for a small 
amount of work on the Lakota substation. 


Bismarck-Devaul 69-kilovolt Transmission Line and Substations 

This transmission line and the substations are under construction and will be 
completed this fiscal year. This line has a three-fold purpose; it will provide 
power to the Mor-Gran-Sou Electric Cooperative, Inc., at the Custer and Devaul 
substations ; it will also be used by the Montana-Dakota Utilities Co. to transmit 
power from Bismarck to its system west of Devaul ; and, it will also provide power 
to the 56 irrigation pumping plants of the Heart Butte Irrigation District. The 
Mor-Gran-Sou Electrie Co. will construct the transmission lines to the pumping 
units and the Bureau will pay them for certain costs involved in the construction 
of these lines. The program scheduled in fiscal year 1954 is for these payments 
and the construction of substations to serve the Heart River unit. Work on the 
irrigation units is scheduled to start in fiscal year 1954 with water available for 
pumping scheduled in the spring of fiscal year 1955. Full restoration to the re- 
vised budget estimate is requested. 


Rdgeley-Groton 115-kilovolt transmission line and substation 

Restoration of the full revised budget estimate is requested to allow initial 
construction on these facilities. The section of line from Edgeley to Ellendale 
and the Ellendale substation would be particularly important as an additional 
feed to the Montana-Dakota Utility Co.’s system in North Dakota, both for com 
pany use and as a source of wheeled energy to cooperatives. Since the Bismarck 
substation feed to this company for both purposes will soon become loaded, the 
effects of power curtailment in North Dakota without the Ellendale facilities 
would soon be felt. The Montana-Dakota Utility Co. has inadequate generation 
facilities in the area and desires to purchase power from the Government. These 
facilities would provide the obvious additional advantage of more complete 
utilization of Garrison generation. The Montana-Dakota Utility Co. has asked 
for this delivery point. 


Lakota-Grand Forks 115-kilovolt transmission line and substation 

Restoration of the full revised budget estimate is requested to allow for initial 
construction on these facilities. The marketing plan for eastern North Dakota 
and other adjacent areas would be seriously disrupted by failure to provide these 
facilities. All future plans of the power system of others connecting to these 
facilities are depending on Garrison powerplant generation. Full restoration 
of this feature is requested in order to coordinate the Bureau’s power system 
with the systems of customers urgently needing additional power. 


Jamestown-Fargo 230-kilovolt transmission line and substation 


Restoration of the full revised budget estimate is requested to allow the con- 
struction of this feature. The entire marketing plan for eastern North Dakota 
and western Minnesota would be seriously disrupted by failure to provide these 
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facilities. The Minnkota REA Cooperative, as well as several other cooperatives 
municipal systems, and the Ottertail Power Co. have conditioned their future 
plans in anticipation of the advent of Garrison powerplant generation. No alte: 

nate means of power supply have been considered. In general, this disallowance 
will result in a shortage of power in the market area, under utilization of 
generating and transmission capacity, wasted previous planning, survey and 
design work, and delay of customer service. Full restoration of the program on 
this feature is requested to perform the scheduled program as presented in a 
normal and economical manner. 


Crow Creek substation 

Restoration of the full revised budget estimate is requested to allow the con- 
struction to continue on facilities in the substation for the power supply to 
operate the pumping plant. Principal equipment for this substation is now on 
order and full restoration to the budget program is requested in order that power 
ean be supplied to the pumps and the land be supplied with irrigation water. 


Alcova-Boysen-Lovell 115-kilovolt transmission line and substations 


Restoration of the full revised budget estimate is requested for the construction 
of the Basin-Warland substation and completion of the Thermopolis and Lovell 
substation. The Basin-Warland substation would transform power from 115,000 
volts from the existing transmission line to 34,500 volts for delivery to the 
Mountain States Power Co., the only private utility serving the Big Horn Basin 
in Wyoming. This additional source of power and energy is required by the 
utility to continue to meet its commercial, residential, rural and industrial re- 
quirements in a fast growing area. Area peak demand in 1946 was 11,400 kilo- 
watts, in December 1951 it was 24,546 kilowatts, and in January 1953 it was 
over 29,800 kilowatts. The Mountain States Power Co. provides distribution to 
loads and is currently wheeling energy to many preference customers in addition 
to deliveries to its own customers. The utility has no other source of power 
supply. Capacity in substations now delivering federally generated energy to 
the utility has diminished to a point where additional delivery facilities are neces- 
sary. The location of an additional delivery point to the utility at basin would 
serve the three-fold purpose of meeting future energy demands of the company, 
strengthening the company’s lower voltage system in this area with consequent 
reduction of system losses and increased service dependability, and eliminating 
future Bureau of Reclamation transmission line construction to serve irrigation 
pumping requirements on the Big Horn River. Effects of eliminating this 
feature if not restored will be seriously felt within 18 to 24 months. 


Lovell-Yellowtail 115-kilovolt transmission line 

This line is now under construction and will be virtually complete in this fiscal 
year. The funds in the fiscal year 1954 budget are for a minor amount of finish- 
ing work that will remain to be done. Full restoration to the revised budget 
amount is requested. 


RBA and irrigation pumping tap lines and substations 

Restoration of the full revised budget estimate is requested for the following 
items: 

(a) Deshaw substation: The existing 600-kilovolt-ampere transformers will 
be replaced with a 5,000-kilovolt-ampere capacity transformer. Present capacity 
is wholly inadequate. The Riverton Valley Electric Association cooperative has 
requested added service to meet aditional loads aggregating a 2,500 kilowatt de- 
mand in 1955, resulting from oil explorations of the American-Canadian Oil Co. 
in the Dubois area. The company anticipates conversion of present equipment 
to electrically driven pumping in this promising oil field. Rural and industrial 
growth also will be seriously checked without the service this substation would 
insure. 

(b) Heart Mountain switchyard additions: These programed funds would 
purchase circuit breakers, switches and equipment to enable service to be ex- 
tended to Shoshone River Power Cooperative for its intended delivery of energy 
to Yellowstone National Park and would be an economical means to provide 
service to a large area. 

(c) Watford City substation : These funds would purchase 1500-kilovolt-ampere 
of added capacity of the presently overloaded 1,500-kilovolt-ampere substation 
which delivers firm energy to the Montana-Dakota Utility Co. This utility serves 
the Williston Basin area where oil discovery has occasioned extraordinary popu- 
lation and industrial growth. The transformer contemplated for use at this 
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point is now a property of the Bureau of Reclamation at Circle substation which 
is being replaced by a larger transformer now being manufactured. Only design, 
associated equipment, and installation are required at Watford City to double 
the capacity serving the private utility. 

(d) Metering equipment : The metering of power deliveries at increasing points 
of service to cooperatives is a necessary final stage of effecting contractural 
service. The power is available, the transmission system exists or other means 
of delivery are available, metering equipment is the remaining necessary facility. 


Metering equipment 


Restoration of the full revised budget estimate is requested to provide for the 
purchase and installation of metering equipment in order that the amounts of 
electrical energy delivered to Bureau’s customers through wheeling contracts 
can be accurately measured and the revenue to be obtained by the Bureau deter 
mined. Most of this metering equipment is on order. The transmission system 
exists, the wheeling contracts are in force, and the power is available. Lack of 
metering equipment merely restricts ability to fulfill the contract. 

Future transmission lines and substations 

It is requested that this item be restored to the program and the full revised 
budgeted estimate be allowed. The funds programed are for transmission system 
investigations, including system preliminary layout, preliminary surveys, net- 
work-analyzer studies, comprehensive-cost estimates, market surveys, load and 
rate analysis, and other planning work in connection with the transmission 
system. The present transmission system at the present state of development 
is not designed or adequate to dispose of known future generation, and these 
studies must continue as a part of an orderly and economic study of future 
requirements. 


Fort Randall-O’ Neill 115-kilovolt transmission line 


This transmission line was constructed in advance of the time it would be 
required to market power from Fort Randall power plant in order to bring con- 
struction power into the Fort Randall Dam site. This line has been in operation 
for some time and the only remaining work to be done is to extend it into the 
Fort Randall switchyard, which is under construction by the Corps of Engineers, 
so that power may be transmitted te load centers when Fort Randall power 
plant comes into production in November 1953. Full restoration to the revised 
budget estimate is requested. 


Nebraska and Northwestern Iowa metering equipment 

This item provides for purchase of recording watt-hour-demand meters and 
the installation and testing of metering sets at substations of customers as they 
receive Missouri River Basin project power through wheeling arrangements. 
These meters are required in order that electrical energy delivered can be 
accurately determined and the customer billed for its purchase. It is requested 
that this item be restored to the program and the full revised budgeted estimate 
be allowed. 


Gering-Sterling 115-kilovolt transmission line and related substations 
Construction is under way on these facilities and will be essentially complete 
in fiscal year 1953 except for the Bridgeport substation. The fiscal year 1954 
program provides for the minor finishing work required on the transmission line 
and Sidney substation and for completion of the Bridgeport substation. This 
work should be completed at the earliest possible date so this facility can be 
placed in service and power supplied to customers who have signed contracts 
with the Bureau. Full restoration to the revised budget estimate is requested. 


Gering-Chadron 115-kilovolt transmission line and related substations 


This transmission line and related substations will be complete in fiscal year 
1953 except for minor cleanup work. This work is scheduled for fiscal year 1954 
and should be completed at the earliest possible date so this facility can be fully 
placed in service and the Bureau obfain the revenue it will produce. Full 
restoration to the revised budget estimate is requested. 


Alcova-Gering 115-kilovolt transmission line and substations 

Restoration of the full revised budget estimate is requested to allow the con- 
struction of these facilities to insure adequate transmission capacity between 
the generation and load centers; secure greater flexibility of operation; provide 
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greater dependability of electric service: increase system operating efficiency 
and maintain system stability on the larger total system. 

Voltage levels at the Wyoming and Nebraska lead centers are now dependent 
upon synchronous condenser capacity at Beaver Creek substation. A breakdown 
of these machines or the loss of any section of the Gering-Beaver Creek line will 
cause extreme voltage drops at the load center unless these proposed trans 
mission facilities are built. Full restoration of this feature is requested to allow 
for their construction. 












Casper-Gering 115-kilovolt transmission line and related substations 





Restoration of this feature to the program in accordance with the revised 
budget estimate is requested. The transmission line and substations, with the 
exception of the Glendo substation, are in service. The fiscal year 1954 program 
is to continue work on additions to the Gering substation, preparation of designs 
and specifications and award of construction contracts for the Glendo substation 
and to procure electrical equipment for the Guernsey substation. The con 
struction of these facilities will provide additional electrical energy to customers 
and provide for greater system stability. 









Glendo-Lusk transmission line and related substations 


This transmission line between Glendo substation and Lusk, Wyo., was con 
structed as a 34.5-kilovolt transmission line. Since then loads have developed 
whereby this line will be greatly overloaded to a point where transmission losses 
are excessive. Therefore, this line is being converted to 69-kilovolt and the 
zlendo and Lusk substations enlarged to take care of this additional load 
Work was started in fiscal year 1953 to accomplish this and restoration of this 
work to the program of the revised budget estimate is requested, in order that the 
Iureau may meet its contractural obligations. 


General property 












The function of general property is in the nature of facilitating services to an 
existing primary plant or system, including warehousing, transportation, tools, 
communications, access roads, labor, shop equipment, and system-power dis 
patching facilities. Effectiveness of the plant is incomplete without service 
equipment. The total amount in these facilities is but a fraction of 1 percent 
of the investment in the power plant but it enables the plant to function in serv- 
ing the load. Telemetering, carrier current channels, transmitters and receivers, 
and telephone equipment will permit the constructed transmission system to 
function. Constructed warehouses are useless without tools and equipment. 
These are the final items of a complete system, and any electric utility could 
not operate without them. Full restoration of the revised budget estimate is 
requested. 










Mr. McPuat. If you desire, I will highlight that statement. 
Senator Cornon. If you will. Go ahead. 





















FORT RANDALL POWER PLANT LINES 





Mr. McPuat.. Restoration, among other items, is asked in order to 
complete work now under way on the transmission system involving 
lines from the Fort Randall powerplant in South Dakota throughout 
the eastern part of the State. 

Senator Cornon. Will you have some member of the staff indicate 
with a pointer on the map the lines in question? I think it will be 
helpful in connection with your statement. 

Mr. McPuatt. This is the so-called east loop in South Dakota. It 
is substantially completed so far as transmission line construction is 
concerned, but work is still to be continued on some of the substations 
which are required for the final delivery of power from the Fort 
Randall plant. 

Senator Corpvon. How much of the amount requested is for the 
completion of substations to make that South Dakota loop operative? 
Can you give us that figure? 
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Mr. McPuau. I cannot give you the figure offhand, but I will sup- 
ply it for you. 

Senator Corpon. If you will. I would like to get some subtotals in 
here if we can. 

Mr. McPuat. Yes, sir. 

(The information referred to follows:) 

Approximately $4,148,486 of the $4,534,186 programed for the South Dakota 


loop is required for the second stage substation construction to make the loop 
perative at 115,000 volts. 


STATUS OF CONSTRUCTION 


Senator Corpon. All right, now let me ask you, when will power be 
available from Fort Randall according to present construction plans ¢ 

Mr. McPuain. According to the present schedule, the first unit prob- 
ably will go into operation about the end of this calendar year, 
December of 1953. 

Senator Corpon. What is the installed capacity of the units? 

Mr. McoPuat. The units will be rated at 40,000 kilowatts each. 
There is a total of 8 of them proposed for the full development of 
the site. 

Senator Corpon. How rapidly will the additional units be installed / 

Mr. McPuatt. The additional units will be installed on the follow 
ing program: The second unit, March 1954; the third unit, July 1954 
the fourth unit November 1954: the fifth unit, March of 1955 
sixth unit, July of 1955: the seventh unit, November of 1955: and the 
eighth unit and last unit, March of 1956. 

Senator Corvon. You will have one in the end of this year and next 
year you will have three, March, July, and December, and thereafter 
two a year; is that right ¢ 

Mr. McPuait. Well, it is March, July, and November, and then 
three of them in the next year. 

Senator Corpon. Yes. 

Mr. McPuair. With the last of them in March of 1956. 

Senator Corpon. Thank you. And if you get the funds you request 
in this budget will you have adequate funds to complete the South 
Dakota loop? Iam asking these questions because I like to look for 
ward to seeing one job completed. 

Mr. McPuatt. Yes, sir. That should substantially complete the 
work on the second stage of the South Dakota loop substations to make 
it operative at 115,000 volts. 

Senator Corpon. All right, go ahead with your statement, Mr. 
McPhail. 


GARRISON-BISMARCK LINES 


Mr. McPuatn. The second major group of lines is a loop with some 
radial extensions in North Dakota which will provide an outlet for 
power ultimately from the Garrison powerplant. Those lines are 
being constructed under an advance construction program which was 
approved by the Congress 3 years ago in order to make facilities avail- 
able for interconnection of generating sources that now exist in the 
State and also to provide an outlet for a steam powerplant constructed 
by an REA group. 

Those lines are all in operation. The substation work has not been 
fully completed, and the funds asked for in the 1954 budget are pri- 
marily to complete that work. 
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Senator Corvon. Is the loop composed of the lines south from 
Garrison to—— 

Mr. McPuaw. Bismarck. 

Senator Corpon. To Bismarck, and then east ? 

Mr. MoPuam. To Jamestown. 

Senator Corpon. Then turning northwest on that yellow line on 
the map? 

Mr. MoPuat. That is correct. 

Senator Corpon. Up to what is the highest point ? 

Mr. McPuarn. Devils Lake. 

Senator Corpon. And then turning west and south back to Garrison. 

Mr. McPuaw. And back to Garrison with some extensions from 
that loop, one on the north from Leeds to Rolla, one in the northeastern 
portion from Devils Lake to Lakota, and one south from Jamestown 
to Forman. 

Senator Corpon. What about the one east of Fargo? 

Mr. McPwHat. The one east of Fargo is a new line which is being 
asked for in the 1954 appropriation to complete the service require 
ments to Fargo. 

Senator Corvon. With respect to the area shown in yellow on the 
map, am I to understand that funds have been provided and expended 
to the extent that the line is substantially complete ? 


FUNDS FOR SUBSTATIONS 


Mr. McPuatt. Yes, sir, they are in operation, 

Senator Corpon. And you need funds now only for substations ? 

Mr. McPuam. We need funds for a minor amount of cl sanup work 
and to complete the substations for which funds have thus far been 
appropriated. 

Senator Corpon. What substations? And, incidentally, is this 
money for substations to complete installation or are there substations 
where there has been no obligation as yet, either for materials or 
construction ¢ 

Mr. McPuat. No, it is to complete substations. We have had some 
of the equipment ori order for quite some time. Equipment deliveries 
are rather long, particularly on transformers at the present time. 

Senator Corpvon, All right, sir. That is a statement now with ref 
erence to the loop from Garrison Dam southeast, northwest, and south / 

Mr. McPuat. That is correct. 


GARRISON DAM TO FORT RANDALL LINE 


The third major feature is the backbone line which will extend from 
Garrison Dam on the north to Fort Randall Dam on the south. That 
is a 230,000-volt line necessary for tying the two major sources of 
power together and to permit integration. 

Senator Corpon. What is the status of that line at the present time? 

Mr. MoPuatm. That line is under construction. The footings for 
the towers are substantially all in place, some of the towers have been 
erected, and the work is proceeding toward completion in time to meet 
the program of power installation. 

On the south end of the system from the Oahe site near Pierre to 
Fort Randall, work is being expedited as much as possible so that the 
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line may be placed in oper: ation, tempor: arily at a lower voltage, by the 
time Fort Randall comes into operation. Particul: arly so that we will 
be able to pick up the requirement of the Rapid City Air Force Base 
in South Dakota. 

Senator Corpor. When you speak of a 230,000-volt line going into 
operation at a lower voltage you have reference to the use of a line 
with the capacity of 230,000 volts but without the necessary installa- 
tions to handle that added volt: ige: is that correct ? 

Mr. McPuarm.. That is correct. In the ultimate installation we will 
need transformers at the Oahe ae in order to step from 230,000 down 
to 115,000 volts. Those will not be delivered in time to take care of 
the urgent requirements of the R: pac ity Air Force Base, and we will 
operate it all at 115,000 volts tempor: arily to avoid the need for those 
transformers at that time. 


ESTIMATED COST 


Senator Corpon. So we may have adequate data immediately at 
hand in the record, will you give the committee the estimated total 
cost of the backbone line connecting the dams and making provision 
at Pierre for the western connection, together with a statement of the 
amount of funds already appropriated ¢ 

Mr. McPuam. Yes, sir, we will. 

Senator Cornon. Put that in the record, please 

Mr. McPuarin. We well, yes, sir. 

(The information referred to follows :) 

The total estimated cost of the Fort Randall to Garrison 230-kilovolt backbone 
transmission line interconnecting the powerplants is $21,494,000, and $9,189,779 
has been programed for this line from the time construction was started in fiscal 
year 1951 through fiscal year 1953. 

Senator Corpon. I understood you to say W ith reference to this line 
that the line from Fort Randall up to Pierre is substantially con 
pleted; is that right? 

Mr. McPuatt. We expect to have it substantially completed by the 
end of this calendar year. 

Senator Corvon. And that will be usable as used in the first place 
for the lower voltage, I assume, 11 5.000 # 

Mr. McPuat.. That is correct; yes, sir. 


PIERRE TO RAPID CITY LINE 


Senator Corpon. Now what about the line from Pierre west ? 

Mr. McPuam. The line from Pierre west to Rapid City has been 
constructed and is in operation from Rapid City to a town to the east 
called Midland. That is now in operation and being used to supply 
power to an REA project from generating facilities in the Black Hills 
area. 

We have under construction a line from Oahe to Midland, a short 
stretch to tie in to the main backbone line. We expect to have that 
line completed at the same time as the line from Fort Randall to Oahe. 

Senator Corpon. Inasmuch as you have no power on the line now 
from the Government dams, what power is being transported on that 
line ¢ 
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Mr. McPuat. 


(1) A unit that was installed under a cooper: ative agreement between 














and (2) from resources of the Black Hills Power & Light Co. itself. 

The line is being used under a rental agreement until the Bureau 

power is res addy. 
Senator Corpon. 

















All right. 
FORT RANDALL TO SIOUX CITY LINE 


Mr. McPuatm. Next, a line, a double-circuit 230,000-volt line from 
Fort Randall to Sioux City, Lowa, is under construction now and will 
be required during the latter part of the calendar year 1954 to take 
power from the Fort Rs indall plant for use in Iowa, 

Senator Corpvon. What will be the total installed capacity at Fort 
Randall? 

Mr. McPnai. 320,000 kilowatts. 

Senator Corpon. How much of that will be prime power? 

Mr. McPuai. That varies quite a little bit, depending upon the 
completion of the Gavins Point job below, which will serve as a regu- 
lating reservoir and serve to increase the firm output of the system by 
some 250,000 kilowatts. The total firm power from Randall alone, I 
would say, will be 140,000 kilowatts, but with the Gavins Point job 
added, then the total firm available from the 2 dams when integrated 
with the other main stem plant will be about 350,000 to 400,000 
kilowatts. 































STATUS OF GAVINS POINT CONSTRUCTION 


Senator Corpon. 
struction. 
it moving. 

Mr. McPuat. It is under construction by the Corps of Engineers. 
1 am sorry, I do not know the immediate status of it. 

Senator Corpon. Mr. Lineweaver, in connection with this particular 
item, will you place-a short statement in the record indicating the 
present status of construction of Gavins Point and the scheduled com- 
pletion time, assuming funds? 

Mr. Lineweaver. Yes, sir. 

(The material referred to follows :) 

At the present time Gavins Point is approximately 17 percent complete and 
the Corps of Engineers present schedule calls for completion in June 1957, 
assuming funds. 

Mr. McPuat. I might say the schedule which has been given to us 
by the Corps of Engineers, which agency is constructing that job, 
shows the first unit to be available in April 1956, the second in August 
1956, and the third in December 1956. The total of all 3 units is 
100,000 kilowatts. 

To continue on with the various lines involved in this year’s request, 
there is a new line which is being requested from Big Bend to Water- 
town, which will be required, in our opinion, to strengthen the loop in 
the eastern part of South Dakota. 

Senator Youne (presiding). Is that a new line you are asking for? 

Mr. McPuai. That is a new line; yes, sir. 


What is the present status of Gavins Point con- 
The Corps of Engineers have had a difficult time keeping 














































































































The power is being transported from two sources: 


the Black Hills Power & Light Co., and an REA group in that area, 
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OTHER NEW LINES REQUESTED 


Senator Youne. What other new lines are you asking for? 
Mr. McPuanm. We are asking for four new lines in this area. One, 
the Big Bend-Watertown, which the House report suggested be ex- 
tended on to Granite Falls, Minn. ‘Two, a line from Lakota to Grand 
Forks in North Dakota. Three, a line from Jamestown to Fargo in 
North Dakota, and four, a tie line from Edzeley to Groton which 
would provide a tie between the North and South Dakota loops for 
purposes of interchange and standby. 

Senator Youne. Were those lines allowed under the House bill? 

Mr. McPuatn. The House did not allow money for any of those 
lines, except the Big Bend-Watertown line. Regarding this line they 
made this statement : 

The $400,000 which has been allowed for the Big Bend-Huron-Watertown 
transmission line is to be used for the completion of plans and specifications for 
a line running from Big Bend, S. Dak., to Watertown to Granite Falls, Minn., 
which would provide the means of making Missouri Basin power available to 
western Minnesota. 

Now, that language would restrict the work on this line only to 
plans and specifications. We feel that construction contracts should 
actually be let on that line in order that the Watertown connection 
can be strengthened in time to take care of the requirements that we 
predict in connection with power supply in South Dakota. 

Senator Youne. Have you started any construction on the other 
three lines that you just mentioned ? 

Mr. McPuau. Those other three lines were out, not in. The Big 
Bend-Watertown line was in with the foregoing restriction, and those 
other lines were all out. 

Senator Youne. The other three lines which we spoke of, though, 
were in the budget ? 

Mr. McPuat. Yes, sir. 

Senator Youna. In both the so-called Truman and Eisenhower 
budgets ? 

Mr. McPuatm. Yes, sir. 

Senator Younc. Has there been any construction on those three 
lines ¢ 


JAMESTOWN-FARGO LINE 









Mr. McPuatn. No, none at all. We had money in connection with 
the Jamestown-Fargo line at an earlier date which permitted us to go 
ahead with designs and plans, but there has been no actual con- 
struction. 

Senator Youne. What is your justification for that Jamestown- 
Fargo line? 

Mr. McPuam. The Jamestown-Fargo line is one which will pro- 
vide service to the eastern part of North Dakota and some of westerin 
Minnesota. It is required for deliveries of power to the Minnkota 
REA Cooperative and to the Ottertail Power Co. 









TO GRAND FORKS LINE 





LAKOTA 





Senator Youne. How about that line from Lakota to Grand Forks? 
Mr. McPuau. Lakota to Grand Forks is one which will also pro- 
vide facilities for service primarily to the Minnkota area. 
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Senator Younac. I would think it would be very ieagrertont to be 
able to have an interchange of power between the REA co-ops and 
the Minnkota Power Cooperative. Minnkota Power Cooperative is a 
sizable concern and exceptionally well managed. 

Mr. McPuau.. Yes, sir, and it has quite a little generation of its 
own which would be most helpful to the entire area if we are tied in. 
It would provide some low-cost power to Minnkota itself. 

Those statements, I think, cover the lines that are in the eastern 
part of the area. 

We are also asking for restoration of funds for other lines in the 
western part of the area. One from Bismarck to Devaul, a line we 
have under construction under an arrangement with the Montana- 
Dakota utilities, under which we are building a certain amount of 
lines and the company is building a certain amount. That line will 
provide power for the Mor-Gran-Sou Electric Cooper: itive at the 
Custer and Devaul substations, and also will be used by Montana- 
Dakota utilities to transmit power from one part of its system to the 
other. It will also previde power for the proposed 56 irrigation 
pumping plants of the Heart Butte Irrigation District. 

Senator Young. Is that line out under the House action ? 

Mr. McPuatr. No, sir. The funds were restricted. We asked that 
the full amount of the funds be restored. That line should be com 
pleted this vear. 

Senator Young. The House only allowed $55,000 and you need 
$186,009; is that right ? 

Mr. McPuatn. $186,000; yes, sir. 









CROW 





CREEK SUBSTATION 


The next power feature is the Crow Creek substation which is over 
near Canyon Ferry. We are asking for restoration of the full budget 
estimate in order to allow the construction to continue on the sub- 
station, which would be required to operate the pumping plant. That 
irrigation operation is necessary in order to be able to operate the 
Canyon Ferry Reservoir at its full elevation in order to get the 
maximum power out of the Canyon Ferry powerplant. The substation 
will secure its power from a line of the Montana Power Co, and will 
make it available to the pumping plant. 

Senator Haypen. Have you completed the agreement that was made 
that water would be found for irrigation lands below Canyon Ferry 
prior to such a time as the reservoir can be filled to capacity ? 

Mr. Linewraver. That was the Crow Creek unit, Senator, that you 
mentioned. We proceeded with construction in accordance with the 
understanding that was made in 1949 and 1950 that if we were per- 
mil planned elevation of Canyon Ferry Dam an irri- 
gation development would be put in at Crow Creek. We were unable 
to reach an agreement with the landowners up there for a repayment 
contract, so last year the Senate Appropriations Committee wrote in 
instructions in the report that we should proceed with the construction 
of the Crow Creek unit and seek to develop a repayment contract so 
that we would comply with the understanding or agreement at the 
time that Canyon Ferry Dam elevation was increased. 

But the construction is not yet complete, and will not be complete 
until the next irrigation season, and by the time that the irrigation 
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water is ready we hope that an irrigation district will be formed and 
we will enter into a satisfactory contract with them. 

Senator Haypen. If it turns out to be a dry year you would not 
have as much difficulty in making that contract as if it were a wet year. 

Mr. Linewraver. That is correct. And there was a great deal more 
interest in it this year than there was last year because of that very 
situation. I have inserted in the record earlier a statement with respect 
to the status of the repayment contract. 

If there should not be a repayment contract negotiated by that time 
what we would plan to do, if the committees approve, is to deliver 
water on a water rental basis pending the negotiation or formation of 
an irrigation district and the negotiation of a contract. 

I think we showed in the record last year that the increased power 
production from Canyon Ferry would far more than offset the cost of 
the Crow Creek development. 

Mr. McPhail, did you bring in the situation with respect to the sub- 
station at Crow Creek, to ener row Creek ¢ 


Mr. McPaatn. Yes, si 


ALCOVA-BOYSEN-LOVELL LINE 


To go on, Mr. Chairman, there is the Aleova-Boysen-Lovell 115- 
kilovolt line. We are: asking for restoration of the $340,000 program 
requested in order to complete substations at Basin-Worland and 
Thermopolis and Lovell. ‘The line is completed but we need money to 
complete the substations so we may actually use that line for delivery 
of power, primarily to Montana States Power Co., the private utility 


which operates in that area 


LOVELL TO YELLOWSTONE LINE 


Also the line from Lovell to Yellowtail is essentially complete. We 
are asking for restoration of $50,000 in order to do the necessary 
cleanup work to finish it. : 

There are several items that were left out in the House report cov- 
ering miscellaneous facilities required in connection with the general 
transmission system in the Missouri Basin. For REA and irriga- 
tion pumping tap lines and substations we are requesting the restora- 
tion of the full revised budget estimate to cover particularly the De 
shaw Substation where we now have 600 kilovolt-ampere capacity it 
transformers but propose to replac e with 5,000 kilovolt “ampere capac- 
ity required to take care of the very rapidly growing loads which now 
exceed the existing capacity. A good many of those loads are due to 
a very rapid development in the oil fields in that area, both in the 
way of pumping and drilling. Industrial and rural growth is also 
going ahead rapidly, 


HEART MOUNTAIN SWITCH YARD ADDITIONS 


Included also in that item is the Heart Mountain switchyard addi 
tions, in which we contemplate the installation of some additional cir- 
cuit breakers and switches and other equipment necessary to extend 
service to the Shoshone River Cooperative in connection with that 
REA’s program to deliver power to the Yellowstone National Park. 
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Also included is the Watford city substation where we need to in- 
crease the capacity by 1,500 kilovolt-amperes in order to take care of 
the growing load. 

Included also is the necessary metering equipment to service the 
above-mentioned loads. Also we ask restoration for the item of 
metering equipment which is involved in metering power delivered to 
various customers of the Bureau over the facilities of others where 
we make use of wheeling agreements. We need to meter the power 
which is celivered in order to determine what the billing to the cus- 
tomers shc uld be so far as Bureau delivery of power is concerned, and 
also what should be paid to the agency which is doing the wheeling 


of power for the Bureau. Such payments are made on a kilowatt- 
hour basis. 














STUDY OF FUTURE LINES AND SUBSTATIONS 





We also ask that the item be restored for study of future transmis- 
sion lines and substations. These studies are quite essential to make 
proper determinations of what additional facilities may be required 
in the future, what wheeling arrangements might be effected to sub- 
stitute for additional features and to secure the various other basic 
data which are required in order to reasonably program future de- 
velopment of the area. 

We also ask that funds be restored for the Fort Randall-O’Neill 
115-kv transmission line which has been constructed from Fort 
Randall to O'Neill and will provide one of the needed outlets to deliver 
power into Nebraska. 

Senator Corpon. How many outlets will be needed into Nebraska ? 

Mr. McPuatit. Into Nebraska for the next 3 years we ought to have 
one more line which is not included in the budget but was testified 
to this morning by the gentleman from Nebraska. That line would 
extend from Gavins Point to Belden, Nebr., where it would intercon- 
nect with the northernmost portion of the 115 kv. system of the 
Nebraska public power system. The Fort Randall-O’Neill line was 
built for construction power purposes. It now requires a short exten- 
sion to tie it into the permanent switchyard at Fort Randall, a rather 
minor matter, but it needs to be done in order to have the line fully 
useful. 

Senator Cornon. You mean the major portion of the line is con- 
structed now? 

Mr. McPriat. Yes, sir. 

Senator Corvon. And you need a short connection in order to tie it 
into the power source? 

Mr. McPuatm. That is right, a matter of a couple of miles only. 





























FUNDS FOR METER EQUIPMENT 
















Also included are items in the budget for meter equipment to meas- 
ure power to be delivered in Nebraska and northwestern Iowa. These 
would meter the power delivered over the O’Neill line and the line to 
Sioux City. 

Going back to the western part of the area again there is the Gering- 
Sterling line, which has been completed with the exception of minor 
finishing work, particularly at the Sidney and Bridgeport substa- 
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tions. We are asking restoration of the budget request in order to 
complete that work. 






ALCOVA, WYO., TO GERING, NEBR., LINE 







There is one new line in the western part of the area from Alcova, 
Wyo., to Gering, Nebr. It is a 115,000-volt line which is indicated 
by our estimates of load requirements and calculating board studies 
to be necessary in order to provide outlet for additional power coming 
in at Alcova and to keep the system voltages at colerable limits in 
delivery of power to customers in eastern Wyoming, western Nebraska 
and the extreme northeastern part of Colorado. 

Senator Corvon. Where will you pick up the added power for that 
purpose ¢ 

Mr. McPuau.. The Alcova power plant, of 36,000 kilowatt capacity, 
is scheduled to come in in July of this year. In that same area we 
are asking restoration of the funds for the Gering-Chadron 115-kv. 
line for minor cleanup work. The line is in operation now but still 
requires a minor amount of work. 

Senator Corpvon. Have there ever been any negotiations between the 
Bureau or the Division of Water and Power of the Interior De »part- 
ment and the Nebraska State power entity with respect to cooperative 
wheeling in Nebraska ? 
























COOPERATIVE WHEELING IN NEBRASKA 






Mr. McPuat. Yes, sir; there have been very extended negotiations. 

Senator Corpon. It appears to the Chair that whereas in the other 
States the preference provisions of the law are perfectly clear as to 
their application, they are a bit cloudy in Nebraska, where every outlet 
is an outlet from a public body. It appears to the Chair that when 
you deliver power into Nebraska, anywhere, that you have answered 
the law’s requirements that you give preference to a public body. 
What have you got to say about that? 

Mr. McPuam. That is correct. The entire State of Nebraska is an 
area of public power, in the sense that there are no agencies there that 
are not operating as nonprofit agencies, either municipalities or dis- 
tricts formed under State laws. 

Senator Corvon. It looks like you are putting in quite a transmission 
system there, when you should be able to deliver your power to a public 
body almost at every bus bar. 

Mr. McPuam. We are, I think, Mr. Chairman, putting a very minor 
amount in there. We are proposing only two outlets at present into 
the eastern part of the State where we go only far enough to connect 
with the transmission system that those public agencies already have. 

Senator Corvon. I am looking at the western part of the State. 
Show me the western line of Nebraska on that map, please, between 
Nebraska and Colorado. 

Now, run back to the southeastern corner of Wyoming. Now, run- 
ning that line up, east of that line, you have a criss-cross of trans- 
mission lines, running southeast-northwest and southwest-northeast. 
Are those lines essential to tie in hydroelectric generating plants con- 
structed by the Government there ? 
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Mr. McPuat. Yes, sir; they are. Most of them have been there 
for a long number of years. They tie into the public agencies, pri 
marily the consumers public power district, in that area. We have a 
contract with that agency under which we mutually wheel for each 
other as well as providing for sale of power to that agency. 

Senator Cornon. In Nebraska you could sell all your power to the 
State and comply with the law, could you not ? 

Mr. McPnat. Yes, sir; that could be done. 

Senator Corvon. And let them distribute it as they will. They are 
a public body. 

Senator Hayven. I made inquiry about that this morning, and ap- 
parently the State authority simply acts like an ordinary private 
company that transmits power for a mill and the Government collects 
its revenue from the co-ops or preferred customers. 

Senator Corpon. Well, of course, that arrangement could be made, 
and possibly is made, but I can see no legal necessity for it being made. 
The Government might well deliver power to the State and take its 
pay at that point and let the public bodies of Nebraska divide their 
power as they will, in the State. 

Mr. McPuam. I am not sure of that sir—maybe I should say this 
off the record, Mr. Chairman— 

Senator Corpon. Put it on the 3 record and then we can take it off. 
I want to hear what you have to say. 






















NEBRASKA CONTROVERSY 

















Mr. McPuat. There has been, I might say, considerable contro- 
versy in the State of Nebraska itself, as between various public agen- 
cies, which has complicated and delayed the Bureau’s endeavor to 
negotiate an arrangement. However, we have finally agreed upon an 
arrangement, although the contract has not yet been executed, which, 
as far as we understand, is completely satisfactory to all involved. 
The particular groups among which there was some friction were the 
REA groups, the mynicinalities. the Consumers Public Power Dis- 
trict, and the Nebraska Public Power System. 

Senator Haypven. If I understood the witness we had this morning, 
the State agency operates in eastern Nebraska, but he did not say 
anything about out in the western end of the State. 

Mr. McPuatt. Senator, the gentleman who testified this morning 
is the executive director of the Nebraska Public Power System which 
operates essentially in the eastern two-third of the State. There is 
no electrical connection between the eastern two-thirds of the State 
and the western end. There is a void there where there are no trans- 
mission lines. 

Senator Cornon. Do you mean to say that they have had a State 
power monopoly in Nebraska, and have served only two-thirds of 
the State with it? 

Mr. McPnHatm. No, sir. In this eastern two-thirds of the State, 
both the Nebraska Public Power System and the Consumers Public 
Power District operate. In the western part of the State the Con- 
sumers Public Power District only, of those two, operates. 

Senator Cornon. What is the difference between them? One is a 


distribution agency and the other more or less a transmission agency, 
is that it? 
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Mr. McPuat. Primarily, in the eastern two-thirds of the State, 
the agency which generates and transmits at high voltage, is the Ne- 
braska Public Power System. The Consumers Public Power District 
does more local distribution and sells wholesale to some of the towns 
and districts and retails in many others. 

In the western part of the State the Consumers Public Power Dis- 
trict generates as well as transmits, and retails in the towns. 

Senator Corvon. I think that should be on the record. 

Senator Younc. Have you ever made an arrangement as to how 
much power Nebraska Public Power System will be able to draw from 
all these dams in the Missouri Basin ? 

Mr. McPuHat.. They have asked, Senator Young, for 40,000 kilo- 
watts in 1954, as I recall ; 70,000 in 1955 and 100,000 in 1956. 

Senator Younc. How much after that? 

Mr. McPuatn. That is as far as the requests have gone. 


OMAHA PUBLIC POWER DISTRICT OPERATIONS 


Mr. Linewraver. Mr. McPhail, isn’t there another factor in there? 
The Omaha Public Power District, we might just say a sentence or 
two about that. 

Mr. McPuHat. I did not mention that also there operates in Ne- 
braska another completely 1 depe ndent pu lie power agency, the 
Omaha Public Power District, which serves the city of Omaha, and 
the surrounding territory of, perhaps, 20 or 30 miles radius. 

Senator Corpvon. Does it generate its own power ? 

Mr. McPuat. It generates its own power. In fact, I think it has, 
perhaps, more generation than any other agency in the State. 

Senator HaypeNn. Does it get any reclamation service power at this 
time ? 

Mr. McPuat.. There is no provision at the present time so it can 
get it. 

Senator Haypen. The recommendation there was at one time to 
build a transmission line down to Omaha and then there was some 
other proposal, that it would be transmitted over some private power 
lines. 

Mr. McPuatin. There was a proposal that a line be built from Sioux 
City to Omaha, in order to supply that district. That line was not 
included in the budget. 

Senator Haypen. Then they are getting no power from the Miss 
Basin ? 

Mr. McPuar. They are getting no Missouri Basin power, 

Senator Corpon. In other words, are you not in a position in that 
area at the present time, with far more demand from public bodies for 
public power than you have public power to supply them ? 

Mr. McPnar. At the present time, that is true 

Senator Corvon. And can you see any foreseeable time when it 
would not be true ? 


INSUFFICIENT HYDRO-POWER DEVELOPMENT 


Mr. McPuatt. I do not foresee that the hydropower development 
in the Missouri Basin is going to be sufficient to keep up with the 
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requirements. I think there will always be a very substantial amount 
of other power, probably thermal power, required in the area. 

Senator Corvon. If you could have a single entity, if you could have 
it private or public, but a single power system over that area, and you 
were faced with a shortage of hydroelectric power to supply it, would 
not the logical operation be to have your base in thermal power, and 
use the total output of hydroelectric for peaking purposes? Would 
that not be the most economical operation ? 

Mr. McPuat. No, I am not sure that that would be. We do not 
know as yet, and will not know until we have had some experience in 
operating the hydroplants on the main stem of the Missouri, just 
how much we can do for peaking power in the wintertime. The icing 
conditions on the river may very well limit the amount of peaking 
that can be done. Also there will be times during short water periods, 
when the hydroplants should be operated on peak, and other times, 
in lush water periods, when the hydro could better be operated on 
base load and the steam plants do the peaking. 

Senator Youne. Is the cost of generating power under the Nebraska 
Public Power System consider ably higher ‘than the cost of power that 
will be made available under the Bureau’s program. 

Mr. McPuat. It is somewhat higher in all areas in Nebraska. 
However, there is a rather wide variation in costs in Nebraska itself. 
In the Omaha area the fuel costs are fairly reasonable and the costs 
are not too much in excess of the rates for Missouri Basin power. 
There are some areas in the State where gas is available because of 
existing pipelines and fuel costs are low. In other areas the costs are 
very high. 

Senator Youne. Which will mean they will be demanding more 
and more of Missouri Basin power in the future ? 

Mr. McPuau. I think they will desire more and more. I think 
every area which can possibly reach the Missouri Basin power source 
will ask for more. 

Senator Corpon. There is no reason to buy it for a dime if they can 
get it for a nickel. 

Mr. McPxuam. That is right. 


REVISED ESTIMATE FOR TRANSMISSION DIVISION 


Senator Youne. What is the amount of money involved in the dif- 
ference between your estimate as compared to the amount allowed by 
the House for the transmission division ? 

Mr. Lineweraver. $5,972,037 in new fund restorations. 

Senator Youne. That is for the Missouri Basin ? 

Mr. LineweaAver. Yes, sir—for the transmission division only. 

Senator Corpon. Go ahead, Mr. McPhail. 


CASPER-GERING LINE 


Mr. McPuati. The next line is the Casper-Gering line. This line 
is in operation, but we are asking for restoration of funds so that we 
can finish the work on the Glendo, Gering, and Guernsey substations. 
At the two latter points we will tie in with the existing facilities of the 
North Platte project of the Bureau. 
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GLENDO-LUSK LINE 












The next line is the Glendo-Lusk line, a line that was originally 
built to operate at 34,500 volts. The load has increased so rapidly in 
that area that we now find it necessary to convert the voltage to 69,000. 

Senator Corpor. Will the gentleman point that out on the map. I 
want to look at it. 

Mr. McPuatn. Yes, sir. 

Senator Corpon. Thank you. 

Mr. McPuain. We want to convert that to 69,000 volts to provide 
additional capacity. This work was started in this fiseal year and we 
are asking restoration of funds in order to complete it next year. 

In addition to those items that I have pointed out, the House com- 
mittee eliminated the item for general property. 

Senator Corvon. What does that comprehend ? 

Mr. McPuaw. And I might quote what the House report said, i 
that connection. 

GENERAL PROPERTY 





Senator Corpvon. Tell us what the general property is, first. 

Mr. McPuat. “General property” is composed of the miscellaneous 
items that go with a transmission line system consisting in part of 
warehouseing, transportation, tools, communication, access roads, shop 
equipment and dispatching facilities. 

Senator Corvon. All right, what did the House say ? 

Mr. McPuat. The House said: 

The committee has deleted all funds requested for the transmission division for 
general property, stores and equipment. It is requested that an inventory be 
made of not only this material, but of all such material in all agencies of the 
Department, with a view to transferring such items from locations where the 


need may no longer exist for them to locations where it may be needed and dis- 
posal of such material as can be clearly shown as not needed in the reasonable 


future. 

Now, we try in the Bureau to keep pretty close track of surpluses 
which may exist one place or another, and to transfer them to points of 
need as a routine matter. We feel that this item should be restored. 
The total amount of these facilities is only a fraction of a percent of 
the investment in the system. We proposed only to provide those 
things which we find necessary in connection with our normal op- 
eration and maintenance procedures. 


INVENTORY CONTROL 








Senator Corpon. Do you have any overall inventory control there? 
Say in your power division—do you know, for instance, with respect 
to the Missouri area? You should know there better than the others, 
but take Southwestern Power and Southeastern Power or Bonneville. 
Do you know how many months’ supply of maintenance parts and 
line and so forth, for your transmission lines, you have on hand? 

Mr. McPuauw. I do not know what the other agencies in the Interior 
Department may have. I know that we follow very closely what we 
have available in the Bureau. 

Senator Corvon. My understanding is the average private utility 
carries maintenance parts for a period of a very few months, and I 
have information that in some instances, at least, the Department of 
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the Interior in its setup has supplies running not only into a few 
months, but into years. Is there any truth in that or do you know? 
I would not ask you for an answer if you do not know. 

Mr. McPuar.. All I can say is that in the Bureau the measure of 
supplies kept on hand is not that of time but to try and keep sufficient 
materials on hand so that in the event of a reasonable type of emer- 
gency, which may be a storm that knocks down a mile or so of line, that 
we can have materials available to quickly re-erect that line. 

Senator Corpon. You cannot set up maintenance and not take into 
consideration the element of time, because if you have got 1 month 
you have a bigger chance of 5 storms than you have if you run it out 
to 5 months, so you have just got to take into consideration the time. 

Mr. McPuat. As I say, we ordinarily look at what might go down 
in an emergency on a transmission line. 

Senator Corpon. It could all go down. 

Mr. McPuat.. It could all go down—we just cannot protect against 
that kind of contingency. 

Senator Corvon. Therefore you do not carry enough to recreate the 
line? 

Mr. McPnuat., No, sir. 

Senator Cornvon. It might not go down, so you do not need to re- 
create but half the line, and then you come down to a quarter of it, 
and finally you come down to 10 percent and then 2 percent, but you 
have got to consider time; is not that right ? 

Mr. McPuatn. My answer in connection with the time is that the 
type of material vou mention does not deteriorate with time when 
kept in storage. We measure the materials required more by what 
would be a proper quantity to take care of a reasonable type of emer- 
gency. 

Senator Corpon. Still you have got time, my friend. 

Mr. McPuat. I agree with you, Senator, that if vou are going to 
try to estimate a series of outages in a given time, then the time ele- 
ment would come into it. 

Senator Corpon. All right, go ahead. You were discussing general 
property and equipment. 





GENERAL PROPERTY 





AND EQUIPMENT 


You take the viewpoint that in your judgment you do not have 
on hand excess equipment such as might be transferred from a point 
of surplus to a point of need; is that correct ? 

Mr. McPuat.. That is correct. We want to be sure, however, that 
we do have reasonable provision for emergencies. 

Senator Cornon. Did the House in the interrogation on this matter 
indicate what information it had on the subject ? 

Mr. McPuatt. No, sir. Insofar as I know they raised no question 
during the hearings. We saw the item first when it came out in the 
report. 

Senator Cornon. Maybe, then, the House does not always disclose 
its hand. Go ahead. 

Mr. McPuat. One other thing I would like to mention in connec- 
tion with the item of general property. Within the Bureau we very 
carefully list, and make available to all of our operating projects, 
items of major equipment which we have available. These include 
such items as high voltage bushings, which are required in both the 
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transformers and oil circuit breakers, instrument transformers of 
various kinds, and other items of fragile character required for dif- 

ferent voltages. We do not try to stock on any given project a com- 
plete supply of those items, but we do have them in various places in 
the Bureau so that in event of emergency all projects know where to 
go and can call on any project that he uppens to have the item required 
and quickly get it for their use. 

Senator Corpon. Then the answer to the question awhile ago, as 
to whether you have an inventory control would be “Yes,” would 
it not ? 

Mr. McPuatin. In the Bureau, yes, sir. I understood your ques 
tion to be “Within the Department.” 

Senator Corvon. I did not intend to go into Fish and Wildlife in 
discussing electrical transmission. 

Mr. McPrrat. I was thinking of the four operating agencies wit! 
the Department that have to do with power oper: Pee 

Senator Corpon. Your answer is “Yes,” with respect to those elec- 
trical facilities that are operated by the Bureau, as distingoiste d from 
the Bonneville Administration, Southwestern Power or Southeastern 
Power ¢ 

Mr. McPuatn. That is correct. 

I believe that completes my statement on these facilities, Mr. 
Chairman. 

Senator Corvon. Mr. Lineweaver ? 


DRAINAGE AND MINOR COMPLETION 


Mr. Lineweaver. We have one more item under Missouri Basin, and 
it is “Drainage and minor completion,” on which we are asking for 
the restoration of $84,498 of new money for a program of $303,500. 

Senator Corpon. The justification will be placed in the record 
this point. 

(The justification referred to follows:) 


DRAINAGE AND MINOR COMPLETION 
Missourt River BASIN PROJECT 
(Ref. BR 576) 
Fiscal year 1954 program—Revised budget allowance 


Fiscal year 1954, new funds ial $84, 498 
Fiscal year 1954, obligations : Ae : 303, 500 


WORK PROPOSED, FISCAL YEAR 1954 
The fiscal year 1954 program will provide for the following activities: 
Angostura unit, South Dakota 


During this fiscal year work will continue on priming and puddling, drainage 
facilities, and the settler’s assistance program. Maintenance activities will be 
continued on the replacements of wildlife habitat sites. 


Boysen unit, Wyoming 


In accordance with the contract with the C., B. & Q. Railroad, an amount has 
been programed to cover deferred constructed or abnormal maintenance. Repair 
of the slide area on the access road and resurfacing of the road will be completed 
during the year. Work to provide a water supply to the town of Shoshone will 
be undertaken. 
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Dickinson unit, North Dakota 
Technical assistance will be given to the farmers who have arranged to 
irrigate their land. 


Keyhole unit, Wyoming-South Dakota 


During this year a portion of the temporary camp utilities will be converted 
to a permanent basis and the remaining part will be salvaged. 


Savage unit, Montana 


Drainage investigation will continue in order that drainage work may be 
completed in the following fiscal year. 


House allowance: 
New funds. sieitalndnaen ‘ ‘ ; ad a none 
Carryover funds_-. : te CN eto 
Total program_ = eevee ..... 161, 000 
Restoration requested : 
New funds... an a Ea i oles 84, 498 
Additional carryover funds__- a ali aed ee 


Restoration of $84,498 is requested which, with $219,002 of prior year balance 
estimated to be available, will finance a program of $303,500. 

This request is made to permit the continuation of the last phase of construc 
tion for functionally completed phase A units of the Missouri River Basin project 
at a reasonable rate. 

The program for the Missouri River Basin project D. & M. C. work as contained 
in the revised budget includes drainage surveys and construction, canal priming 
and puddling, repair of slide areas, railroad maintenance in accordance with 
construction agreements, technical assistance to farmers and conversion and 
salvaging of temporary facilities. All of these items comprise completion work 
and contribute te the termination of the Bureau’s construction activities on 
several functionally completed units. Deferral or retardation will prevent full 
realization of project benefits in the way of new land to be placed under irrigation 
for the Angostura unit and will result in increased costs at a later date or 
inefficient use of completed works for the remaining units. Without the satis- 
factory completion of the aforementioned work, the functionally completed units 
will not be acceptable to the facility users. Restoration of the reduction pro- 
posed for F. Y. 1954 is, therefore, desirable to accomplish the most orderly closing 
out of construction operations on the units involved. 


Mr. Lineweaver. Mr. Markwell has a brief statement on that. You 
recall, Mr. Chairman, that we are consolidating a number of small 
items into one item. 

Mr. Markwe tt. Mr. Lineweaver has given you the pertinent figures 
on that and I have a statement here. 

Senator Corpon. You may put that in the record. 

(The statement referred to follows :) 


DRAINAGE AND MINoR CoMPLETION—MzIssourr River BASIN PrRoJEcT 


This item under the Missouri River Basin project is similar to that for the 
regular projects. It consists of 6 projects on which there remains work of a 
minor nature, primarily drainage work, yet to be completed. We are requesting 
the restoration of $84,498 which, with $219,002 of prior year balance estimated 
to be available, will finance a program of $303,500 to carry out the work proposed 
for the year. 

In the case of the Angostura project, the drainage work is just being started 
and it is anticipated that as soon as the project lands are fully developed, the 
drainage system will be built and must of necessity extend over a period o! 
several years. It is highly important that this work and the other minor project 
corrections be made now, and that the drainage work continue without inter 
ruption in order to prevent water logging of newly developed farms. This is als: 
applicable to the other irrigation units. As a further illustration of the nature 
of this work at the Boysen Dam, the Bureau has a contractual obligation with 
the railroad company maintain the relocated track for 5 years. This work is 
included in the estimate for the Boysen unit. Also, on the irrigation projects 
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assistance is given to settlers to acquaint them with the proper care, treatment 
and irrigation methods of their new farmiands This is essential as it puts 
them on their feet quicker and they are then able to start repayment at an earlier 
date. 

It is believed that this work is highly essential and that the full amount needed 
for the work should be made available. 

Senator Youna. Before we leave the Missouri Basin I would like to 


ask some questions. 
RECOMMENDED MODIFICATION OF MISSOURI-SOURIS DIVISION 


Lineweaver, I understand that the Regional Director has re- 
ime submitted a report recommending a modification of the Mis 
souri-Souris division of the Missouri Basin project. 

Would you describe the modified plan briefly, and also give the 
advantages of this over the original plan ¢ 

Mr. Linewraver. Yes, sir, Senator Young. 

The plan has been modified to exclude lands in northwestern North 
Dakota, which are made up of heavy glacial till soils and too heavy 
to drain and to include some lands in North Central North Dakota 
that are well adapted to irrigation. The plan now provides for the 
irrigation of about 960,000 acres in North Dakota. About half 
this lies in the Souris River Basin on the eastern side of the Crosby- 
Mohall unit. ‘That is on the eastern side of that area. ‘The rest is 
found on the Devil’s Lake and New Rockford units. These lands are 
of excellent quality and because they are generally sandy they will 
respond well to irrigation. Also, because high-lying lands near 
Crosby are no longer in the plan, water can now be diverted by pump- 
ing from the Garrison Reservoir to serve these units by gravity under 
the modified plan. Diversion from Garrison Reservoir has these spe 
cific advantages over the former plan: 

(1) It saves over 130 million in construction costs. 

(2) It will save over $1 million annually in operating costs. 

(3) It will save 500,000 acre-feet of water each year. 

(4) It only requires 38 miles of water supply canal system to move 
water to the first large body of irrigable land. 

This permits building the Missouri-Souris division in segments 
with much less initial outlay before the irrigation begins. It also 
permits building the segments as local and national needs develop and 
permit. 

Senator Young. It will mean a saving of about $130 million in 
construction cuts and about $1 million in operational expenses an- 
nually thereafter ? 

Mr, Lineweaver. Yes, sir. 


PAYMENT OF OPERATING EXPENSES 


Senator Youne. Who pays the operating expense? 

Mr. Lineweaver. The farmers in the irrigation districts. 

Senator Youne. This Missouri-Souris project was originally part 
of the Pick-Sloan pl: in, was it not? 

Mr. Linewraver. Yes, sir. 

Senator Youne. I have often wished we had gotten started on this 
diversion from Garrison sooner. 

Mr. Linewraver. Yes, sir. 
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Senator Younes. To be sure I understand you, because of the dif 
ference in elevations between the two plans, that the modified pla 
requires less electrical energy for pumping water over the divide 
and made possible the generation of more energy in the drop on the 
other side of the divide than the original plan ? 

Mr. Linewraver. Yes, sir; that is right. 

Senator Youna. That should be a great help. And you said that 
the modified plan would require 500,000 acre-feet less water to be 
diverted from the Missouri River annually, than the original plan? 

Mr. Linewraver. That is correct, Senator—and the saving of this 
500,000 acre-feet has this further advantage, this 500,000 acre-feet of 
water can be run through all of the downstream power plants to pro- 
duce more power or it can be used for additional irrigation develop- 
ments elsewhere, when that is desirable. 

Senator Youne. The loss of water under the old plan would be, I 
suppose, because of the long distance you would have to carry it in 
the canal system ? 

Mr. Linreweaver. Yes, sir, under the original plan. 

Senator Younae. Has the Department of the Interior approved the 
modified plan as a basis for detailed planning ? 

Mr. Linewraver. Yes, sir. 

Senator Youne. What has to be done now? 

Mr. Lrnewraver. It is necessary to plan the engineering work in 
detail. The present schedule calls for a division report in 1957 at 
the rate of expenditures recommended in the January 1953 budget. 
This report will show a firm plan and will contain enough detail so 
engineering designs could be started on the principal water-supply 
wor ks. 

1954 BUDGET 


Senator Youne. What was the amount of the estimate for this in 
the January budget ? 

Mr. Lixewraver. About $650,000 out of phase B and C funds of 
the Missouri Basin project. 

Senator Youna. I note on page 15 of the House committee report 
of the Interior Department Appropriations bill that a total of 
$4,500,000 was recommended in the January budget for phases B, C, 
and D, which funds, I understand, are for advance planning and gen- 
eral investigational work by the Bureau of Reclamation, under the 
Missouri Basin project and for certain work in cooperation with the 
Corps of Engineers. 

I also note that the House committee recommended a total of 
$1,150,000 for phases B, C, and D. 

In this connec tion, can you advise what the revised budget provided 
for phases B, C, and D, of the Missouri Basin project ? 

Mr. Lineweaver. Yes, sir. The April budget provision provided 
for a total of $1,980,532 for work by the Bureau of Reclamation under 
phases B, C, and D. 

Senator Youne. What amount was provided for other Interior De- 
partment participating agencies in the Missouri Basin project work 
in the several budgets ? 

Mr. Lrnewraver. $4 million was provided in these agencies in the 
April budget as compared with $4,750,000 in the earlier budget. 
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Senator Youna. A cut of about $700,000, then. 
Mr. Linewraver. Yes, sir; $750,000. 


HOUSE ALLOWANCE 


Senator Youne. What amount did the House allow for the Bureau 
of Reclamation, and other Interior agencies for Missouri Basin project 
investigations ¢ 

Mr. “LINEW EAVER. The table on page 15 of the House committee 
report shows that a total of $1,250,000 was allowed for phases B, C, 
and D for planning work by the Bureau of Reclamation, and $2,500,000 
for Interior agencies. 

Senator Youne. Going back to the Apri il budget. revision, which I 
understand our committee will work from to a large extent, my view is 
that the Bureau of Reclamation should have for phases B, C, and D 
work, an amount equal to that of the other Inter Bi agencies, 

In the event that this committee should approve approximately 
$3 million for the Bureau of Reclamation and a similar amount for the 
other agencies, what amounts could be allocated to advance this work 
on the Missouri-Souris revised plan in North Dakota? 

Mr. Linewraver. Senator Young, we wouid have to review the 
situation and make a recommendation to the Department as to how 
the funds should be allocated, but we certainly would recommend 
more funds for the North Dakota work, if the total allocations for 
phases B, C, and D were increased, than would be possible, with the 
lesser amount to which you have referred, in order to carry on the work 
on the revised plan economically and effectively. 


GARRISON DIVERSION PROJECT 


Senator Youn«e. In other words, you give a rather high priority 
to the Garrison diversion proje ct? 

Mr. Lineweaver. Yes, sir. Our field people have estimated that a 
program for the Missouri-Souris investigation such as you have de- 
scribed should be financed to the amount of at least $750,000 a year 
for each of the next few vears. I understand the North Dakota dele- 
gation, in their testimony before the House committee, estimated that 
to speed up the program, at least $1 million a year for the next 2 years 
would be necessary. 

Senator Youne. Would you consider a million dollars a year a 
— amount to be provided for a 2-year expedited program ? 

Mr, Lineweaver. Well, it depends upon what you mean by “logical.” 
It ataiads would speed up the work to a greater extent, to a greater 
degree, than would be possible with less in funds. Even that would 
contemplate some shortcuts, especially in working out minor details 
of the development. 

Senator Young. In connection with the Garrison diversion, what 
sort of an understanding do you have with the Corps of Engineers, 
regarding the pumping and other facilities at Garrison Dam ‘ 

Mr. Lrxewraver. The regional director, K. F. Ve rnon, and General 
Potter, the division engineer for the Corps of Engineers at Omaha, 
have been working together on preliminary plans for the Snake Creek 
pumping plant which will lift the water from Garrison Reservoir 
into supply canals leading to the irrigated land. This pumping plant 
will be installed by the cor ps. 
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The engineering information on which the corps will begin its 
investigation looking to plans for the pumping plant will be available 
to the corps in the latter part of this summer, provided we are pei 
mitted to and have the funds to proceed with gathering this essential 
information. 

Senator Youna. Your ability to get this information for the corps 
promptly will depe nd on your fund situation, will it not 2 

Mr. Linewraver. Yes, sir. 


MISSOURI-SOURIS DIVISION ORIGINAL PLANS 


Senator Youna. Will you state briefly how the original Missouri 
Souris diversion under Senate Document 191 was to be achieved ? 

Mr. Lineweaver. Yes, sir. 

You will note from the map there, Senator Young, that the original 
plan was for diversion from the Missouri River below Fort Peck, and 
was authorized in the Flood Control Act of 1944, based on Senate 
Document No. 191. The plan in that document contemplated diver 
sions, as I have stated, from the Missouri, below Fort Peck and the 
carriage through northeastern Montana to serve lands in that area, 
and the delivery of water to northwestern North Dakota through a 
series of canals and pumping plants, with irrigation in eastern Mon- 
tana to be provided for at the same time. 

The revised plan contemplates dividing the northeastern Montana 
irrigation development from the North “Dakota development. ‘The 
Montana area would be irrigated by diversion from the Missouri below 
Fort Peck and the North Dakota area as previously explained would 
be irrigated by water diverted from Garrison Reservoir. 

Senator Youna. Has this modified plan been accepted by the State 
of North Dakota? 

Mr. Lineweaver. Yes, sir. The regional director presented a pre- 
liminary draft of the report on the n odified plan to the Governor and 
the State water commission, at a special public meeting in Bismarck 
on February 18, 1953. 


STATE WATER COMMISSION RESOLUTION 


The State water commission, on that date, passed a resolution, ac- 
cepting the modified plan and urged that the Bureau of Reclamation 
proceed immediately with detailed planning. 

Senator Young. Do you have a copy of that resolution? 

Mr. Lineweaver. Yes, sir. 

Senator Youna. We will let that be inserted as a part of the record. 

(The resolution referred to follows :) 


RESOLUTION 


The following resolution was presented by Commissioner Lunseth who moved 
its adoption which motion was seconded by Commissioner Einar Dahl: 

Whereas K. F. Vernon, regional director of region VI, United States Bureau of 
Reclamation, at a public meeting held in the State Capitol at Bismarck, N. Dak., 
on the 18th day of February 1953, submitted to the North Dakota State Water 
Conservation Commission, representatives of the North Dakota Reclamation 
Association and the Missouri-Souris Projects Association and to others in attend- 
ance, his report on additional investigations and desirable modifications in plans 
for the Missouri-Souris Division, Missouri River Basin project including diver- 
sion of waters from the Missouri River from the Garrison Reservoir at the Snake 
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Creek Dam to serve lands in the Souris River loop are 
North Dakota to restore Devils Lake and to supplemen 
Cheyenne, and Red Rivers ; and 

Whereas the claimed adva 
at the Garrison Reservoil 
diversion dam below the for 
said report; and 

Whereas it is recommended in said I 
Reservoir as the point of diversion to Nortl akota | approved 
for continued investigations of the utilization itures of tl lan of develo] I 
of the Missouri-Souris Division, Missouri River Basin proj ; Now therefore be 
it Resolved, That the North Dakota State Water Conservation Commission does 
hereby express its endorsement of the recommendation in said report and does 
hereby urge the Secretary of the Interior to direct the Bureau of Reclamation to 
continue and to complete its investigatious, studies, and plans of the proposed 
modified plan of diverting water for beneficial use in North Dakota from the 
Missouri River at the Garrison Reservoir without delay so that construction of 
the facilities proposed can be accomplished as soon as possible; and be it further 
Resolved, That the Secretary of the North Dakota State Water Conservation Com 
mission is directed to send a copy of this resolution to Senators William Langer 
and Milton R. Young, Congressmen Usher L. Burdick and Otto Krueger, Hon 
Douglas McKay, Secretary of the Interior, and Hon. Fred F. Aandahl, Assistant 
Secretary of the Interior. 


Mr. Lineweaver. I may add further there, Senator Young, that 


the State of Montana, through its water conservation board, has also 
approved this plan. 

Senator Youna. I see. 

Mr. Lineweaver. I have a more detailed statement and description 
of the modified Missouri-Souris plan, Senator Young, which I would 
like to submit for the record. 

Senator Youna. That will be done. 


(‘The statement referred to follows :) 


Missourti-Souris Divislon—CHANGES IN PLAN 


The original plan of the Missouri-Souris division, as outlined in Senate Docu 
ment 191 of the 78th Congress, and authorized for construction by the Flood 
Control Act of 1944, was for the irrigation of about 100,000 acres in eastern 
Montana and 1 million acres in north central and western North Dakota. This 
plan included a low diversion dam on the Missouri River east of Fort Peck 
Reservoir and a main canal with reservoirs, powerplants, and related works 
serving five units: Missouri diversion, Crosby-Mohall, Devils Lake, Jamestown, 
and Oakes. The main water supply for the entire system was to be obtained 
from the diversion below Fort Peck. 

Subsequent to the 1944 act, investigations of the proposed lands in North 
Dakota, constituting the Crosby-Mohall unit, have been concerned with the criti- 
cal question of irrigability. These lands can be broadly classified as either 
glacial till or alluviums. The surface is undulating with a compact clay subsoil. 
These careful investigations have led to the conclusion that the bulk of the lands 
proposed in this unit in North Dakota are not irrigable by present standards. 

Investigations further disclosed, however, that large areas of alluvium in the 
Souris Basin are excellently adapted to irrigation. Consequently, it was neces- 
sary to replan the principal supply works which now include service to about 
960,000 acres, much of which is adjacent to the old Crosby-Mohall unit and 
including the Devils Lake, Jamestown, and Oakes areas. Lands in the Missouri 
diversion unit in Montana have proved to be satisfactory, thus indicating that 
this unit could be constructed as originally planned, but that the North Dakota 
lands could best be reached by diversion from the Garrison Reservoir, now under 
construction. This has led to the development of two diversion units for the 
division, one from the main river below Fort Peck for the Montana portion, 
and one from the Garrison Reservoir for the North Dakota portion of the division 

This modified plan, with two diversions, has been found to be by far the 
sounder plan for developing the division, It will serve substantially the same 
areas, will be cheaper to build and to maintain, and is more readily adapted 
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to stage construction as needs dictate. Estimates and program schedules have 
been revised to reflect this change in plan, and further investigations and plan 
ning for the division wil] be on the basis of the Garrison diversion unit as a 
part of the Missouri-Souris division. 


MONTANA DIVERSION DAM 


Senator Youne. Now I have a few questions on the diversion dam 
in Montana. The House Appropriations Committee in its report, 
the last paragraph, page 17, prohibits the use of funds for construc- 
tion of a diversion dam and powerplant. I am not going to question 
the action of the House relating to the powerplant, but I would like 
to ask for your comments regarding whether pumping irrigation sup 
ply from the Missouri River will be found feasible from both the 
first cost and operation and maintenance standpoint ? 

Mr. Lineweaver. Senator Young, that question is one that has given 
the Bureau considerable difficulty and especiaily among our engineers 
in trying to get to a solution of this proposition. In that connection 
I may say that the regional director has come up with five possible 
plans. The diversion of water from the Missouri for irrigation of 
approximately 100,000 acres of land in northeastern Montana, would 
be to serve the Montana end of what was originally the Missouri- 
Souris division of the Missouri Basin project. 

These five plans which I wil] just state briefly and then have these 
tables and more details submitted for the record are as follows: 

Plan 1 includes the diversion dam with powerplant at Little Por- 
cupine Creek, which with the irrigation facilities for which initia] 
construction funds for the dam Were included in the fiscal] year 1953 
Interior Appropriation Act, would Cost approximately $63,883,000, 

have a statement on that showing in detail what the unit con 
sists of, what has been spent and obligated, and other facts: 

(The statement referred to follows :) 


MIssourI DIVERSION Unit, Monrana 


This unit consists of a diversion dam and the 18,000-kilowatt Little Porcupine 
powerplant on the Missouri River, a main canal, and facilities for the irrigation 
of approximately 100,000 acres in eastern Montana. Funds for the start of 
construction were provided in the fiscal year 1953 appropriation act. 

An initial construction contract for dam foundation stripping was awarded 
September 23, 1952, and completed in December. Contracts have been awarded 
for turbines, and the main dam contract is scheduled to be awarded in June 
1958. 

As of April 30, 1953, $2,198,614 had been expended on the Missouri diversion 
unit, and unliquidated obligations of $401,704 were outstanding. Total obliga- 
tions to April 30, 1953. were $2,600,318. Funds available for fisea] year 1953 
are $2,024,477, of which $994,566 remained unobligated on April 30, 1953. Ex- 
penditures for fiscal] year 19538 to April 30, were $646,789. 

The following major contracts have been awarded on the unit: 


Cost to Apr. 
30 


Total value 


| 
Excavation, diversion dam " ‘ $42, 133 

Hydraulic turbines eae sald waka 835, 800 | 

Operator houses ~ehk : 36, 704 | 

Topographie mapping : dent . swbdeuvieauade in 105, 291 | 105, 291 
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Costs this fiscal year, under the $2 million program approved by Congress in the 
fiscal year 1953 act have been as follows: 
Amount to 
Item: Apr. 30,1953 
General services_- : Ke . $45, 481 
Engineering, field oe nua Fe TS 
Designs and specifications 209, 147 
Major contracts 177, 857 
Surveys, investigations, et 165, 519 


646, 789 

A change in plan for that part of the unit serving lands in North Dakota has 
been agreed upon, which reduces the estimated cost of the Missouri diversion 
unit from $126,665,000 to $63,953,000 by the elimination of Medicine Lake Dam 
and Reservoir, and capacity in the main canal to serve North Dakota. Extensive 
investigations of the lands to be served in the Crosby-Mohall area of North 
Dakota have disclosed that they are not suitable for irrigation under present 
standards and that alternate lands can be reached more economically by 
diversion from Garrison Reservoir in lieu of the Missouri diversion unit. De 
tails of this change are contained in the revised plan for the Missour-Souris 
division which have just been explained and amplified for the record. 

Plan 1—A includes a diversion dam with deferred construction of 
powerplant at Little Porcupine, which would cost $58,800,000. 
Approximately $7 million would be added for construction of the 
powerplant and switchyard in the future, but that work would be 
deferred. 

Plan 2 includes a diversion dam at Little Porcupine with no pro- 
visions for future power. The cost under this plan would be about 
$54,500,000. 

Plan 3 includes pumping from the Missouri River near Wolf Point 
with no diversion dam or powerplant, and that would cost $44,200,000, 
including the irrigation facilities. 

Plan 4 is one that has been abandoned, but I am just citing it now 
for the record. It would be a diversion dam 7 miles south of Fort 
Peck to serve lands north of river by gravity and pumping for land. 
There would be south of river no power. The cost would be $53,100,- 
000. All of the plans include the costs of the irrigation canals and 
laterals. 

In answer to your specific question with respect to pumping from 
the Missouri River. you, as a longtime resident of North Dakota, have 
no doubt been along the Missouri River in Montana as well as in North 
Dakota. You will appreciate, I am sure, the character of the river. 
Below Fort Peck it meanders and changes in the channel following 
floods or even from the normal releases from Fort Peck. Difficulties 
have been encountered with pumping operations of much smaller 
character than would be necessary for this Wolt Point plant. You 
are familiar with how much difficulty these other plants have had. 
For that reason the establishment of a pumping plant of the magni- 
tude of something like 1,800 second-feet capacity presents a challenge 
to our engineers that they are hesitant, may I say, to accept unless 
they are ordered to do so. Even at that they are unwilling, because 
of the eer with smaller pumping operations on the Missouri 
in that area, to guarantee without the construction of considerable 
costly protective works, which may or may not be feasible, the success- 
ful operations of a pumping plant of that magnitude. 





2008 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


WOLF POINT PUMPING PLANT 


The pumping plant near Wolf Point to serve this area would be, 
as I said, about 1,800 second-feet capacity. It would be made uD 
of four units, each of near 500 second foot capa ity, the preliminary 
investigations indicate. It would deliver something like 250,000 to 
600,000 acre-feet of water into the main canal to serve this 90,000 to 
100,000 acres. You can realize the hazards that might be involved 
and the situation that might be created by the failure of the pumps 
to be able to pick up.enough water and lift it into the canals, or the 
necessity for building bulk heading or coffer dams to pool the water 
so that the pumps could operate. 

Senator Young. The Missouri River channel in Montana, I believe, 
is about as unstable as it is in most places in North Dakota. I never 
could see how you could irrigate on a large scale through pumping 
proseitt Apparently Mr. Ap pelgren, a very substantial farmer and 
banker over on the Montana side, had about the same opinion when 
he testified in our hearings a short while ago because he said: 


When I realized that I would never again have subirrigation, I started to 
develop a private irrigation system for a small acreage. I have had many 
problems during the 15 years I have been trying to develop this private system 
I have had to relocate my pumps three times because of changes in the river 
channel. Each change of location has required the redesigning and reconstruc- 
tion of my supply ditches and drains. The operating and maintenance costs 
have, therefore, been very high. While my private system has not been economi- 
cal, it has proven the value of irrigation to me and enabled me to stay in the 
livestock business ' 


HOUSE REPORT 


The House committee report in the last paragraph on page 17 pro- 
hibits the use of funds for construction of a diversion dam and power 
plant. Iam not going to question the action of the House relating to 
the powerplant, but I would like to ask your comments as to whether 
pumping is feasible from both the first cost and operating and mainte- 
nance standpoint. 

Mr. Lineweaver. While the estimated first or construction costs on 
the preliminary figures that are available, would be less, as I explained 
in reference to the tables which I will insert in the record, the annual 
operating cost would be materially more. For instance, the operating 
cost would be annually, not providing replacements, rane a year 
for the pumping plant as compared with $278,000 a year at the diver- 
sion dam. In addition to that you would lose the eit that would 
be created at the dam if the powerplant were installed. 

While I understand your questions are directed primarily toward 
the irrigation development without reference to the power situation, I 
did want to make that comment. 

Senator Youna. Yes, sir. I think that answers my questions with 
respect to the diversion dam. 

Mr. LinewraAver. Senator Young, you just cannot express the whole 
proposition in terms of dollars or the actual operating expenses in 
comparing a diversion dam to a pumping plant. The hazard that 
you would encounter in the operation of a pumping plant, as com- 
pared with the diversion dam, is far greater. As you stated, with 
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respect to an area or stream that is as unstable as is the Missouri in 
Montana and North Dakota, to undertake a pumping plant of this 
magnitude is just something that any engineer that I have discussed 
it with raises his eyebrows, to say the least. ‘They point to the ex- 
perience we have had with the Buffalo R: ipids pumps and then you 
have the experience of Mr. Appelgren in his comparatively small 
operations along the same stream. 


EFFECT OF HOUSE RECOMMENDATION 


Senator Dworsmax. Mr. Lineweaver, do you not believe that the 
recommendation of the House ¢ eeentiten in the last sentence on page 
17 of the House re port night jus Ul ry withholdin g any ac ivities on the 
Missouri diversion unit until the Secretary has had an opportunity to 
study the various phases of this project ? 

Mr. LINEWEAVER. We ll, Senator Dworshak, let me make this obser- 
vation with respect to that: Eastern Montana was one of the areas 
that was hardest hit by the drought in 1930. The tremendous eco 
romic loss and dislocation from the human standpoint in that area 
were so severe that a recurring drought after this 10 years of a wet 
cycle would create a situation that would not justify such a recom 
mendation. 

Senator Dworsnak. Certainly you would not recommend action un- 
til a very definite reasonably safe procedure has been evolved ? 

Mr. Lineweaver. Absolutely, but we have satisfied ourselves as to 
the feasibility of the diversion dam as compared with pumping. 

Senator Dworsnax. You do not want that to develop into a white 
elephant of any kind? 

Mr. Lineweaver. Absolutely not. 

Senator Dworsuak. I can share your concern about providing some 
irrigation water for the 100,000 acres in that part of the State, but at 
the same time I think that great injustice might be done those people 
who are looking forward to beneficial use of this water unless the Bu- 
reau is absolutely sure in working out some plan that will be con- 
structive. 

Mr. Lineweaver. I would say at this time that if it was left up to 
the Bureau engineers on the basis of their investigations, their experi- 
ence and knowledge of the Missouri River, and not only the engineers 
but other observers who have had experience with it like Mr. Appel- 
gren and the observations of Senator Young, who has lived in the 
Missouri Basin area for I do not know how many years, a pumping 
operation of this magnitude presents a hazard that is, as I said, a chal- 
lenge to the engineers which I have not found engineers willing to 
accept. 

IRRIGATION COSTS PER ACRE 


Senator Youne. I think the cost per acre of irrigated land would be 
around $561 per acre under this plan, which would seem high, but 
when you consider the security and stability it would lend to that 
whole farming area of Montana, I think personally it would be a very 
good investment. 

Senator DworsHax. How much would power help to reimburse the 
Government. for that investment ? 
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Mr. Lineweaver. The reimbursement by the irrigators, under the 
pumping plan, would be $1.38 per acre because of the high operations 
cost, whereas under the diversion dam with no provision for powei 
they would be able to pay $2.22 an acre. 

Senator Dworsnax. What do you mean, operation and mainte 
nance ? 

Mr. Lineweaver. No, sir, pay on the construction ce! 
paying the higher operation and maintenance charges. 

Senator Dworsuak. What is the total construction repayment ¢ 

Mr. Linewraver. The total cost under the diversion would 
$54.500,000. 


iarges after 


REPAYMENT PLAN 


Senator Dworsnax. How much would be repaid by the irrigato: 

Mr. Linewraver. In 50 years they would pay something like 
to $10 million. 

Senator Dworsnak. How would the balance be repaid ? 

Mr. Lineweraver. It would come out of the Missouri Basin power 
pool of surplus revenues. 

Senator Dworsnaxk. Not at that point? 

Mr. Lineweaver. Or no, sir. If the power plant were installed at 
Little Porcupine Dam, it would not only pay for itself, but it would 
make a substantial contribution to the irrigation costs and the re 
mainder would be paid by other Missouri Basin power revenues. 

Senator DworsHak. How much power would be generated there / 

Mr. Markwe tu. 18,000 kilowatts. 

Senator Dworsnak. It would take a long time to repay the Gov 
ernment with 18,000 kilowatts of power, would it not? 

Mr. McP ua. It would simply operate in connection with the other 
developments in the basin. 

Mr. MARKWELL. It would be about half a milli on dollars a year, 
Senator. 

Senator DworsHax. About 80 years then to repay the cost of the 
power development alone? No, the differential on irrigation, I 
meant? Was that not the differential, about 40 million? 

Mr. Linewraver. The whole theory of the Missouri Basin develop- 
ment is an integrated system, including irrigation and the power from 
the main-stream dams on the Missouri which are coming in. The 
net or surplus revenue from those and other powerplants go into the 
pool for assistance to irrigation. 

Senator Dworsnax. Do you believe that $560 per acre is reasonable ? 

Mr. Laneweaver. Considering the insurance against the ravages 
of drougth and the terrific dislocation that this area suffered in the 
thirties, it certainly would be a highly stabilizing investment. 

In that connection, Mr. Chairman and Senator Dworshak, so much 
question has been raised, and very properly, as to the high cost of 
Irrigation construction per acre, that I would like permission to insert 
in the record the direct and indirect returns from the Federal irriga- 
tion reclamation areas in the way of Federal taxes, increased purchas- 
ing power, and other factors that show national benefits from recla- 
mation developments. 

Senator Youna. I wish vou would do that. 

Mr. Lineweaver. I would like to insert that material here. 
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(The information referred to follows :) 


In accordance with the chairman’s permission, we are inserting statements 
which deal with results of western reclamation developments affecting the 
Federal Treasury and the country as a whole ¢ llow 

1. Federal tax revenues from reclamati 

2. The western market 
Western retail sales 
Reclamation crop pr 
‘he information is as 


t 
( 


7 
FEDERAL T 


An analysis of lederal tax re ‘ron al reclam: n proje 
provides a measure of the contribut f irrigation to t Nation’s e¢ 
Based on the projected result Pasar » study of 1° amation proj 
cumulative tax return to tl reas from the seventy-o yrojects or 


div 
¢ rnitea. . . yt +a . } » 4 | “7 t “aT iy 
or projects receiving ate! ier the ’ ‘ 0 ram i ] 


stands at over $2.7 billion. This compares with a $: illion total cost of 
plant, property, and equipment of all projects either complet r incomplete si 
the beginning of the Federal reclamation program in 1902 It has accumulated 
from projects involving less than half of total irrigation feature costs incurred 
to date and thus presages accelerating revenues as projects like the Columbia 
Basin, Missouri River Basin, and Central Valley of California reach full pro- 
duction. 

In 1952 individual income taxes paid directly by in : rmers and by 
persons of the neighboring towns and villages whose busine or employment 
was affected by the construction of 15 selected reclamation projects were esti 
mated at $105 million. The aggregate individual income tax revenues from this 
sample study area since 1916 is estimated at over $700 million In addition to 
individual tax revenues, an appropriate share of corporation and e se tax 
revenues collected in the same 15 project areas is directly attributable to reclama 
tion development Estimate eceipts from these sou for 1952 were approxi 
mately $75 million and the cumulative total is estimated at nearly $400 million 


o 


The combined returns from individual and corporate ta ‘evenues accordingly 
are estimated at $1.1 billion. Total deral project con l m cost through 
June 30, 1952, for the same proje aggregates $264 million. Thus far, Federal 
taxes collected have exceeded f deral l 
these projects by 414 times. 

These revenues are in addition to the obligation voluntarily assumed by direct 
users of water to repay to the Government the total cost of irrigation features 
allocated for repayment. 


investment in irrigation features in 


THE WESTERN MARKEt 


A 1 percent sampie study of waybills conducted , ate Commerce 
Commission indicates that in 1951 1,544,300 ca los th 39,820,200 tons 
were shipped into the 17 Western States from the 31 East 1 States and 2,210,400 
ears carrying 71,927,900 tons were loaded in the 17 States for shipment 
to the 31 Eastern States 

Machinery, merchandise, and equipm: weighing 525.000 tons were loaded 
into 29,200 freight cars and shipped to the 17 Western States from the New 
England States. The Middle Atlantic States supplied 162,000 cars weighing 
4,042,800 tons and the industrial Great Lakes States an additional 608,000 cars 
weighing 13,353,000 tons for the 17 Western States are East South Central 
and the South Atlantie groups provided 99,200 and 84,700 cars weighing 1,058,800 
and 1,134,500 tons, respectively, for the same area 

Internal shipments—those originating in the 17 Western States and shipped 
to others of the 17-State group or within the States themselves—produced an 
additional load of 4,585,700 carloads aggregating 186,354,000 tons. 

Railroad records at Basin, Greybull, Lovell, Powell, and Worland, Wyo 
(the trade area of Shoshone project), show only 523 carloads of produce shipped 
out in 1910. By 1941 the produce shipment had increased to 11,793 carloads 
The market for goods consumed in that area and produced in other parts of the 
country grew from 653 carloads in 1910 to 5,161 carloads in 1941 

In 1900, before irrigation began on the North Platte project, only 190 carloads 
of outgoing freight were shipped from Scottsbluff on irlington Railroad 
system. By 1910 as irrigation got under way the forwardings increased to 1,306 





2012 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


carloads; by 1940 they had reached 2,404 carloads: and in 1942 they totaled 
3,194 carloads. The record of imports to this same North Platte area reports 
an even larger increase. In 1900 only 283 carloads of goods from 6 States were 
consigned to Scottsbluff, Nebr. In 1910, 14 States shipped 1.448 cars. By 1940 
the market had increased to require 6.207 carloads from 37 States, and 7,144 
carloads from 39 States in 1942. Checks of Burlington Railroad records have not 
been conducted since that time 

The constant growth of railroad shipments to and from Ada and Canyon 
Counties, Idaho, closely parallels the expansion of irrigation on the Boise, 
Owvhee, and Vale project areas served from the rail outlets of these counties 
In 1951, 4,929 cars from the 31 Eastern States and 10,652 cars originating in the 
17 Western States were unloaded at Ada and Canyon County terminals. Total 
incoming shipments of 15,561 cars compare with an outbound total of 15,935 
cars. In terms of total shipments to and from the State of Idaho, as reported 
in the ICC study, the Ada and Canyon County market represented 46 percent 
of shipments originating in the 31 Eastern States and 18 percent of shipments 
from other States in the 17 Western States group or an over-all total of 22 per 
cent of total Idaho imports. Ada and Canyon County forwarding comprised a 
little over 11 percent of total Idaho outbound shipments. 

Significantly the carloadings and tonnage figures covered in the ICC report 
represent rail shipments exclusively, and do not prorate the 162 million to: 
miles of shipments carried by motortrucks in the Nation during 1951. 

In 1951 the crop produced on reclamation projects weighed in excess of 22 
million tons. The 1952 crop should exceed 23 million tons. Parts of these crops 
were shipped by rail to a consuming market not otherwise supplied by the choice 
fruits, nuts, and vegetables grown in the ideal climate and soil environment of 
the irrigated West. Other appreciable segments of the crops grown on reelama 
tion projects moved by truck. 


TABLE 1.—Total cars and tonnage consigned to selected Western State groups from 
the 31 Eastern States and District of Columbia 


[1 percent sample study of ICC, 1951] 


17 Western | 11 Western 
31 Eastern States and District of Columbia 
Cars Tons 


Alabama ‘ 461 

Arkansas 582 

Connecticut 59 

District of Columbia 1 

Delaware 21 

Florida : 171 

Georgia 156 

“linois 2, 345 

Indiana. _-. | 507 

Iowa RAR 

Kentucky 128 

Louisiana 993 

Maine ‘ | 29 

Maryland 106 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

New Hampshire 

New Jersey 

New York 

North Carolina 

Ohio 

Pennsylvania 

Rhode Island 

South Carolina 2! 556 § 402 
Tennessee . 2,394 
Vermont { 221 
Virginia LG | 5 | 851 
West Virginia 57 4, 776 } 3, 170 
Wisconsin 6 9, 060 


Total. . 5, 44% 4 5, 55: 153, 413 


1 2,000 pounds. 


Source: Carload Waybill “Anstyses,”1951, Bureau snsport ‘Economics and Statisties, Interstate 
Commerce Commission 
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TABLE 2.— Total cars and tonnage cor signed lo select 
the Easte rn and Sov theast 


[1 pers 


Division 


New England 
Middle Atlantic 
East North Central 
East South Central 
South Atlantic 
Unassigned by divisi 


Total 


12,000 pounds. 
1 Arkansas, Iowa, Louisiana, Minne 


Source: Carload Waybill Analyses, 195 
Commerce Commission. 


TABLE 3.—Total cars and tonnage of ¢ 


HW estern Siates 


{1 percent sample 


Arizona 
California 
Colorado 
Idaho 
Kansas 
Montana 
Nebraska 
Nevada 
New Mexico 
North Dakota 
Oklahoma 
Oregon 
South Dakota 
Texas 
Utah 
Washington 
Wyoming 


Total. 


1 2,000 pounds. 


’ Source: Carload Waybill Analyses, 


merce Commission 
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TARLE 4 Total cars and tonnage of freight shinments bu rail—Incoming 
intrastate, for all commodities, 17 Western States 


tudy of ICC, 1951 


12.000 pounds 


Souree: Carload Waybill 
Commerce Commission 


Western Retail Sales 


Retail sales in the 17 Western States during 1951 rose to almost $40 billion 
and averaged ont at $1,139 for every man, woman, and chi'd. Retail sales for 
the Nation during the same year averaged $1,023 ner capita. The average of 
the 11 Western States was $1,209 and the 8 Pacific States $1,240 per capita. 

This retail market was nearly three times greater than the tetal United States 
exports for the same year and provided an outlet for the textiles of the East and 
New England, the technical equipment and machinery of the Middle Atlantic 
and New England States, the automotive equipment and farm machinery of the 
industrial Great Lakes States, the tobacco and tobacco products of the Southeast, 
and for the assorted goods and services offered to the retail trade by the suppliers 
of the Nation’s markets. Much of the western market has been made possible by 
the establishment of prosperous communities upon irrigated land. 

The increased purchasing power of the Central Valley project in California 
provides an excellent Case study of the influence of resource development on 
retail sales. This project alone is estimated to provide a new market for a milion 
pairs of shoes each vear, part of which will be made in Massachusetts, New York, 
or Pennsylvania: for $10 million worth of tobaeco products which probably will 
come from North Carolina, Virginia, Kentucky, Florida, and Pennsylvania: for 
8,000 vacuum cleaners, 8,000 refrigerators, 8.000 ranges, 8.000 washing machines, 
8.000 radios and television sets which will come from many States but largely 
from Ohio, Michigan, Illinois, Connecticut, New Jersey, New York, and 
Pennsylvania. 

The increased purchasing power of this one project translates into an annual 
market for 15,000 new cars, some from Detroit and South Bend and other cities, 
but many assembled in California from parts manufactured in Michigan, Indiana, 
Tilinois, Ohio, and Wisconsin: for hundreds of thousands of dollars’ worth of 
textiles from New England and the South Atlantic States; and for thousands of 
automobile tires and accessories, home appliances, office machines, and all the 
assorted gadgets of the day, produced in all corners of the country 

The water conserved and made available by this one project is enourh to 
supply the equivalent of well over 6,000 new farms. These farms would require 
an initial investment in more than 8,000 tractors, 70 percent of which come from 
Pennsylvania, Illinois, and Wisconsin: more than 7.500 trucks fabricated in 
Michigan, Wisconsin, ad Indiana, though perhaps assembled in California ; around 
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1,000 hay balers, spray outfits, and combined harvesters, and so forth, produced 
mainly in Illinois, Wisconsin, Pennsylvania, Tennessee, Iowa, and New Jersey; 
and thousands of plows, harrows, cultivators. mowers, and other implements 
originating largely in the Great Lakes, East Central and South Central States 
Annual replacements would continue to provide an active market. 

Each reclamation project exercises an influence on the local markets and 
through it on the markets of the Nation as a whole. In 1951 the influence of 


the western market on the total national economy amounted to nearly $40 billion 


Distribution of 7 


} 
Col 
tda 
Montar 
Nevad 
New Me 
Oregon 
Utat 
Washir 
Wyomir 


11 Western States 


, 
t 


nsumer Markets, 


SRDS, 195 
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RECLAMATION CROP PRODUCTION—1952 


The value of the crop harvested during 1952 from projects provided either 
full or supplemental irrigation water service through reclamation projects 
reached $935 million to better by nearly $113 million ihe 1951 total. The 
Weighted average per acre value of crops produced on reclamation projects in- 
creased from $138.29 to $152.34. ‘I hus, 1952 continues a 7-year record of crops 
Valued at over one-half billion dollars an@ marks the second consecutive year 
of crops exceeding three quarter billion dollars. The cumulative value of reely 
mation crop production now stands at nearly $8.92 billion, 

Despite overall increases, 22 individual projects or divisions recorded slight 
to moderate declines. These losses apparently are traceable to a general soften 
ing of prices for some of the field crops grown in those areas. By comparison, 
other projects maintained a surprisingly strong position. The 1952 returns for 
the Yuma project eclipsed the previous high established in 1951 by nearly 30 
percent and the returns of the Imperial Division of the All-American Canal 
System exceeded the 1951 value by 24 percent while surpassing the previous 
alltime high recorded in 1948 by 3.3 percent. Much of the increase in crop 
value of the 1952 crop over the previous year was due to increased cotton and 
alfalfa plantings in the Southwest and better fruit production on other projects 
together with favorable prices for these commodities, 

The lettuce market was considerably firmer during 1952 than in 1951 and the 
imperial division Set an alltime high in the lettuce shipments with 14,530 car- 
loads leaving the valley. Continued improvement in lettuce marketings is ex- 
pected because of changes in marketing methods which were iner ‘asingly in 
evidence during the Season. The increase of dry-pack lettuce, especially in the 
new vacuum cooled containers, was significant and will influence future market 
ings even more. 

The first major block of irrigable land on the Columbia Basin project entered 
production during 1952. In 1951, 5,561 acres in cultivation produced a $770,23: 
crop. In 1952, 27,061 acres produced a crop valued at $4,686,885. Two new 
units on the Missouri River Basin project also entered the production stage. 
The Superior-Courtland unit of the Bostwick division in Kansas and Nebraska 
produced a $543,283 harvest. Crop production on the Frenchman-Cambridge 
division in Nebraska was valued at $448,785. 

The production record of new irrigated acres accents the wealth which will 
be attained ultimately from Federal investments already complete. Most of the 
investment of the Columbia Basin project, for example, was made during the 
1930's and 1940's, yet the first significant return as measured by crop produc- 
tion was recorded in 1952. The same general situation prevails on the Missouri 
River Basin and other projects. The total cost of plant, property, and equip- 
ment on all reclamation projects through June 30, 1952, stood at Slightly less than 
$2.2 billion. Of the completéd works—those features used in producing the 
$935 million harvest of 1952—$492 million were tied up in irrigation features 
exclusively with $742 million in multiple-purpose features (dams, canals, ete., 
Serving more than one function). The value of the 1952 crop, therefore, is in 
excess of the total cost of all plant, property, and equipment on completed fea- 
tures directly chargeable to irrigation. The cumulative value of reclamation 
harvests is not less than nine times the total cost of these items. 


Comparative sum mary of gross crop values, 1951 and 1952 


Cross crop values Per acre 


Project, division or unit 


Change from 
1951 


All-American Canal 
Coachell 
Imperial di 

Arnold 

W.C. Austin 

Baker 

Balmorhea 

Belle Fourche 

Bitter Root 5 of 355, 250 

Rois 32, 6 32, 935, 422 

Buffalo Rapids , 27 350 

Buford-Trenton 395 ( 481, 050 

Burnt River 650, 840 590, 560 
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risbac 
entral Valley 
or l I 
Columbia Basin 
Deschutes 
Fort Sumner 
Frenchtown 
Fruitgrowers D 
Gila 
Grand Valley 
Grants Pass. 
Hum boldt 
Huntley 
Hyrum 
Intake 
Kendrick 
Klamath 
Lewiston Orchar¢ 
Lower Yellowstone 
M ancos 
Milk R 
Minidoka 
Mir gr | lats 
Missoula Valley 
Missouri River Basin 
Bostwick division, Supe 
rior-Courtland unit 
Frenchman-Cambridgs 
division 
Yellowstone division, 
Savage unit 
Moon Lake 
Newland 
Newton 
North Pl 
Ochoco 
Ogden River 
Okar n 


Pine River 
Pine River Ind 
Preston Benct 
Provo River 
Rapid Valley 
Rathdrum Prairi 
Rio Grands 
Riverton 
Salt River 
Sanpete 
Scofield 
Shoshone 
Stawberry Va 
Sun River 
Truckee Storage 
Tucumcari 
Umatilla 

ncom pahgre 
Vale 
Weber River 
Yakima 
Yuma ° 


Region 
Region ‘ 
Region ¢ 
Region 4 
Region ! 
Region 
Region 


Grand total 





11952 preliminary report, 
21951 report used 
* Includes Yuma auxiliary, 
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Senator Youna. I would like to read from the language of the Hous 
report on page 17: 

The Bureau is authorized to expend $300,000 of the unobligated 1953 balances 
on the Buford-Trenton project, to stop bank erosion from undermining the 


pumping plant, to prevent further loss of land from bank erosion in the project 
proper, and for other minor completion work. 


SUGGESTED LANGUAGE CIILANGE 


You feel that the Bureau would be completely authorized to proceed 
under this language with this work ¢ 

Mr. Linewraver. No, sir. The situation with respect to the Buf 
ord-Trenton project is this: The presently constructed and operat- 
ing project there was authorized under what we know as the Water 
Conservation and Utilization Act of 1939. 1 think it was patroned by 
the present Senator Case of South Dakota and the then Senator 
Wheeler of Montana. 

Under that act the Buford-Trenton project was constructed. When 
authorized it had a limitation on the amount of money that could be 
expended for construction, and I have a statement on that here. 

Tie limitation in that act was reached with the completion of the 
project to the extent that it is now in operation. Therefore, in orde: 
to clarify any question as to our authority to expend the $300,000, if 
the Senate concurs in that allocation, it would seem to us to be advis 

ble that appropriate language be inserted which might read some- 
thing like this: 

Provided, That not to exceed $300,000 is made available for emergency rehabili 
tation of the Buford-Trenton project, North Dakota (notwithstanding the provi 
sions of any other act) with reimbursable amounts so allocated to be repayable 
under terms satisfactory to the Secretary of the Interior. 

That language, with the exception of those words in the parentheses, 
is along the same lines as that of other emergency rehabilitation appro 
priations that have been made, and that language has been accepted as 
authority for the Secretary of the Interior to proceed with the con- 
struction and to require a repayment contract with due consideration 
for other obligations of the irrigation districts affected and possible 
allocations for flood-protective measures. 

Senator Young. You mean that language should go into the report 
or in the bill ? 

Mr. Lineweaver. I think it should go in the bill so we would not 
have “lawyer trouble” over it. 

Senator Young. Is any part of this $300,000 reimbursable / 

Mr. Lineweaver. It was my understanding that when it was pre 
sented to the House committee that this $300,000 was to be reimburs 
able except for certain flood-protective measures. The House appa 
ently intended that the erosion protection for the pumping plant 
should be nonreimbursable since the committee directed us to 
proceed to protect that pumping plant first by trying to get the Corps 
of Engineers to do it, and if we could not do it that then the counsel 
said it was our duty as the guardians of the Federal investment made 
in the Buford-Trenton project to take appropriate steps to protect that 
pumping plant. That particular emergency proposition is included 
in this $300,000 item. I would like to file a statement, Senator Young, 
with respect to that Buford-Trenton situation, and if you like we will 
try to work out appropriate language with Mr. Woodruff. 
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Senator Younge. I hope you will do that. 

Mr. LINEW EAVER. We W il] offer him ady ice as tot he language. 
Senator Youna. All right. 

(The information referred to follows:) 


BUFORD-TRENTON PROJECT 


The Buford-Trenton project, located on the Missouri River near i,s junction 
with the Yellowstone River, is subject to flooding and bank erosion b he Mis 
souri River. The project is new, being operated by s’ organization 
pending the completion of the construction work at he acceptance of repayment 
contract, 


because much of the project Was cons! ict ] uring peri material scarcit 


uring and after the war, some items usually found on irrigation projects eithe1 


were omitted or were built by substitute materials Phis fact coupled with the 
problems resulting from river bank erosion and flooding has re ted in the water 
users requesting a considerable amount of work to be done : project 
be termed “completed.” 

This work is in two categories, protection against the river, and rehabilitation 
of irrigation works. The project pumping plant has been and may yet be subject 
to attack by the river. However, it was protected by work done by the Corps of 
Engineers as a temporary measure. To construct Government protective works 
would cost $260,000, a course not recommended since local conditions may change 
markedly after Garrison Reservoir goes into operation. However, an immediate 
hazard is the movement of the river against the canal and a lateral downstream 
from the pumping plant. Corrective work at this point could be 


undertaken for 
about $65,000 This should be considered 


a temporary type of protection the 
adequacy of which should be reviewed, along with pumping piant protection, afte 
Garrison Rese rvoir 2Zoes into ope ration, 

The rehabilitation of the irrigation works requested by the water users, and 
not entirely concurred in by the Bureau of Reclamation, would cost $206,000 
It would consist of improvements at the pumping plant, additional work on the 
drains, and repair of canal and lateral structures rhe breakdown of the 


of work desired by the water users is as follows: 


» Cost 


Pumping plant improvement S80. 000 
Canal improvement and rehabilitation 116, 000 
Lateral improvement and rehabilitation 97, 000 
Drain improvement and rehabilitation 46, OO 


Total 339, 000 


The above figure includes the $65,000 recommended for canal and 

location to a place safe from bank erosion. There is, in addition, a request by) 
the water users that certain equipment be purchased for use on the project. 
No allowance was made in the revised budget for the Buford-Trenton project. 
For this reason the figures presented are those of cost of work desired by the 
water users. These shouid be compared to the $800,000 made available for the 
Buford-Trenton project in the House report on the appropriation bill. 


Unless otherwise instructed, normal Bureau of Reclama 


lateral re 


proce lure ould 
require that all these various items of work would be undertaken only after e 
press authorization and agreement by the water users to include the costs 


n thei 
repayment obligation. 


Mr. Lineweaver. Senator Dworshak, you mentioned to me the othe 
day language on the Avondale-Dalton Gardens. 

Senator Dworsuak. 1 was going to ask you that question at the 
conclusion of the Missouri Basin discussion. When you testified you 
considered that that justification was adequate for those two small 
projects ? 

Mr. Lineweaver. Yes, sir. 

Senator Dworsuax. You believe both of them are feasible and com 
pletely reimbursable ? 

Mr. Lineweaver. Undoubtedly, Senator, from the statement I made 
on May 7 I feel no hesitancy whatever in saying that these small irri 
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gation districts which have been on their own for more than 40 years 
and especially in an area around the Rathdrum Prairie section. These 
districts are made up of small units, in fact, part-time units, with 
domestic water needs and they are good projects. 

Senator Dworsnax. It is all reimbursable? 

Mr. Lineweaver. Yes, sir, I understand the districts are ready to 
enter into repayment contracts. 

Senator Youna. Senator Carlson, we will be glad to hear from 
you. 

Kirwin Prosecr, Kansas 


STATEMENT OF HON. FRANK CARLSON, A UNITED STATES SENATOR 
FROM THE STATE OF KANSAS 


PREPARED STATEMENT 


Senator Carson, Senator, I would like to express my interest. in 
the Kirwin project in Kansas, the Webster project, and the Bostwick 
project, and urge their continuance and would further ask permission 
to file a statement as part of these remarks because I hate to delay 
the committee. 

Senator Youna. That may be done, Senator. 

(The statement referred to follows:) 


Mr. Chairman, I appreciate very much the opportunity of appearing before 
your committee in regard to work being done in Kansas by the Bureau of Re 
clamation. I refer particularly to the Kirwin Dam and the Webster Dam in 
the Solomon River Basin and the Bostwick division for the irrigation of lands 
in both Kansas and Nebraska. 

Excellent progress has been made since the commencement of construction 
on both the Kirwin and Webster projects and it would, in my opinion, be a 
mistake to stop these projects at this time. 

In my opinion, no money would be saved by stopping construction of these 
projects temporarily and studies show that the loss sustained in starting up the 
work again would be unjustified. It is my hope that the House amendments 
will prevail. 

The Bostwick division would make available water for beneficial use that 
is being stored in the Harlan Reservoir, which was completed 2 years ago 
This is a project whereby the Federal Government will receive reimbursement 
for the costs. 

The completed construction of this project would make water available to 
thousands of acres of fertile land in the Republican River Valley. 

Engineering work and engineering studies have been completed and the dis 
trict has been completely organized. It is a project that should be continued 

I wish to submit the following information as a part of my statement: 


Mrssourtr River BASIN PROJECT, BOSTWICK DIVISION, KANSAS-NEBRASKA 


The Bostwick division is for the irrigation of lands in both Kansas and 
Nebraska. It is one of the initial stage divisions of the Missouri River Basin 
project as authorized in the act of December 22, 1944. Construction was started 
in 1949 

The lands lie along the Republican River from Harlan County Reservoir in 
Nebraska to Concordia, Kans., and use water stored in that reservoir by diver 
sion from the river. The division contains anproximately 90,000 acres and re- 
quires 8 diversion dams, 4 pumping plants, the 94,000 acre-foot Lovewell Dam 
end Reservoir on White Rock Creek in Kansas, and canals and lateral sys 
tems. The estimated total cost is $56 million. Costs to June 30, 1953, are ex 
pected to be approximately $13,350,000. The 1954 schedule requires funds 
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amounting to $4,033,571 to continue the work under way in an orderly fashion 
rhis is $183,571 more than was allowed by the House in the 1954 bill. 
The main units of the division and their status are as follows: 


Franklin unit 

ted Cloud unit 
Superior-Courtland unit 
Republic unit 

candia unit 


Total 


Construction in Kansas actually began in fiscal year 1953 with the award of a 
contract for the second section of the Courtland Canal and this work is now 
ictively under way. Water is expected to be available for the Courtland lateral 
ands in Kansas for the calendar year of 1955. Construction will be completed 
his year on the Superior-Courtland Diversion Dam, Superior Canal and laterals, 
the Nebraska portion of the Courtland Canal and lateral system, and the Fré inklin 
South Side Pumping Plant, canal and lateral system. Facilities to serve 11,573 
acres in Nebraska will be ready for use next year. 

A repayment contract has been executed with the Kansas Bostwick Irrigation 
District No. 2 for the repayment of $3,500,000 in forty years, covering about 
40,000 acres in Kansas. The Kansas Supreme Court directed confirmation of the 
repayment contract which was done February 4, 1952 About $1,500,000 of the 
funds required in fiscal year 1954 are for the Courtland Canal and later work 
n Kansas. 


Lower Martas Unrr-Tiser Dam 


Senator Youna. Mr. Lineweaver, I have three questions to ask you 

vith respect to the Lower Marias project and the Tiber Dam. Am I 
correct in understanding that because of above-average good weather 
during the last winter that construction work on a number of reclama- 
tion units, including Tiber Dam, is considerably in advance of 
schedule / 

Mr. Lineweaver. Mr. Markwell, will you state what your informa- 
tion is, going back to the time when conditions ch: unged from what 
they were a month or two ago / 

Mr. Markwe u. I might summarize that situation, Mr. Chairman, 
by stating that because of good weather and as a result of good 
organization and operating procedures the contractor made remarkable 
progress. He was using up the funds reserved for his contract so fast 
that it would not last throughout the vear. Sometime ago it became 
obvious that he should be notified and on May 1, we were required 
to give him notice that if he continued at his present rate he would 
probably exhaust his funds before the end of the year. That is required 
under the terms of our contract. 

Senator Youna. How much more money will he have earned than 
the estimated amount by June 30 of this year over and above the 
amount that you would be able to pay him from your present funds ? 

Mr. Markwe... He originally estimated $1 million, but at our 
insistence he scaled that down to about $606,000. Since that time he 
has run into some bad weather and has also slowed up his work. | 

‘annot predict there will actually be an exhaustion of funds at this 
time, sir, but if additional funds had been available he would unques 
tionably have continued at a faster rate. 


32224— 53—pt. 2 57 
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1953 BUDGET 


Senator Youne. I note that the January 1953 budget for the Low: 
Marias unit was $7,461,000, while the House had reduced the amou: 
of $6 million. There is a difference of $1,461,000. In view of t] 
anticipated deficit for 1953 and the reduction made by the House fi 
fiscal 1954, do you think the contractor’s schedule will have to 
slowed down considerably and will this cost the Government anything 
if vou have to slow down ? 

Mr. Markwetr. A slowdown on construction work below the e 
nomical rate of construction is always expensive, to the contract: 
and especially to the Government, Senator. 

Senator Youne. Do you anticipate at this time that under the 
House allowance of $6 million you will have to slow down th 
contractor? 

Mr. Marxwett. Yes, sir: there will be a lefinite slowdown. and 
we have appealed to have the full budget allowance restored. 

Senator Youne. The rest of the projects that you have in the budget 
I believe are minor ones. Could you place the justifications in the 
record, or do you want to make a further statement on them? 

Mr. Linewraver. Before we take up those items, we have phase 
B, C, and D, Senator Young, of the Missouri Basin project, and | 
would like to have Mr. McPhail and Mr. Dixon submit a statement 
for the record on those. 

Senator Youne. The justifications and the statements will be pla: 
in the record. 

(The justifications and statements referred to follow: ) 


Mrssourt River BASIN PrOJEcT 
Phase B, units ready for construction 


Fiseal year 1954, new funds ; : $980, 53 
Fiscal vear 1954, obligation 7 .. ... 1,381, 000 
House allowance: 
New funds ate . 349, 532 
Carryover funds ane , : “oN ited 7 : 400, 468 
Total program ili coe : i tas f 4 THO, 000 
Restoration requested: New funds oi bie - Pe 631, 000 


Restoration of $631,000 is requested which, with $400,468 of prior year balance 
estimated to be available and $349,532 appropriation allowed by the House, wi 
finance a program of $1,381,000. 

The reduction proposed by the House would eliminate investigations of 
units included in the budget estimate and drastically reduce the programs for 
10 additional units. 

The allowance for phase B investigations should not be reduced because thes 
investigations are required to complete detailed land classification, economic, and 
engineering analyses for the preparation of definite plans for project units being 
selected for inclusion in the construction program (phase A) in future years 

Much of the development proposed in the Missouri River Basin is in a semiarid 
to subhumid area where irrigation is relatively new and unproven. Thus, the 
questions which must be resolved and the problems which must be solved in 
perfecting the definite plans for phase B units are exceptionally difficult and 
require careful and complete study and analysis. The investigations are required 
to ready new units for construction. These units are urgently needed to provide 
water and power for deficient areas, and unless investigations continue, the 
units cannot go into construction promptly when funds are made available for 
this project. Even at the current rate, the phase B investigation program is 
barely keeping ahead of the reduced construction program and so no reduction 
should be made in the fiscal year 1954 estimate. 
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MISSOURI RIVER BASIN PROJES PHASES |! AND D 
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(Planning for the development of the Missouri River Basin) 





Recognizing the urgency and necessity for control and development of the 


Missouri River Basin, the House of Representatives C« 
adopted a resolution in May 1943 requesting the War Department to make reco 
mendations for coordinating flood-control projects along the main stem 0 
the Missouri River. The resulting report of the Corps of Engineers was pub 


lished as House Document No. 475, 78th Congress, 2d session. For the san 
1989 (53 


mmittee on Flood Contro 


reason and pursuant to section 9 of the act of Congress of August 
Stat. 1187), the Secretary of the Interior reccommended projects throughout 
the Missouri River Basin in Senate Document No. 191, 78th Congress, 2d sessior 
which presents the plan of the Bureau of Reclamation rhe comprehe \ 
plan for the basin is the combined report of the Secretaries of War and Interi 
coordinated by Senate Document No, 247, 78th Congress, 2d sessior This plan 
was approved and authorized by the Flood Control Acts of 1944 and 1946. Befor« 
adoption of the comprehensive plan projects were constructed by Fede State 
or local agencies to meet only the most urgent needs of a locality or a local 
situation. These projects were not integrated or viewed as a part of a general 
or coordinated basin plan 











The authorizing documents outlined the broad general ent 
of the basin and provide for the making of modificati ‘ 
more complete surveys, plans, and studies. The need for tl lies 
has been recognized by the Congress appropriating 
investigations for the project each vear since fiscal year 

Since the Missouri River Basin project is authorized as int undertakir 
by the Bureau of Reclamation of the Department of the Interior and the Cory 
of Engineers of the Department of the Army, the perfection of plans to insur 
the optimum development between irrigation, power, flood control, nav ' 
and other multiple water uses requires continued coordinaticn between tt 
Bureau of Reclamation and the Corps of Engineers This cooperative work 
covers comprehensive reservoir operation studies and power-production studies 
particularly for the mainstream developments, the related activities of storn 
and flood-control studies, basic hydrologic network operation, runoff forecasting 


lar studic Ther 
surean and the Corns 


Engineers on these subjects. These cooperative studies made by the Bureat 


reevaluation of benefits, and cost allocation work ant 
is a continued exchange of information between the 
have been called phase D 

In a project as complex as the Missouri River Basin project continued investi 
gations of the planning, construction, and operational phases is essentia 
attainment of the integrated project envisioned in Senate Document No. 191 
for the conservation and control of the waters of the area. The original plan 
specifically set forth the requirements for additional investigations of the general 
plan of development. These general plan studies are called phase C and are 
scheduled by subbasins or division of the project 

The phase C program also includes power system planning to determine fu 


power requirements and facilities: cooperative planning studies providing f 


1 






technical assistance by State colleges, universities, the Department of Agri 
ture, and other groups equipped to make specialized studies 


Following the general studies described above, the individual nnits bei 


sidered for early construction are included in a program of detailed investigatior 
ealled phase B, to prepare the units for constructior The phase B investi 
gations are made to prepare a definite plan of development for the unit. Up 


completion of the phase B investigations the unit is ready for construct 
“phase A.” 

The Missouri River Basin is a part of the Great Plains that lie between ft} 
highly developed Middle Western States and the Far Western States. The Great 
Plains are sparsely populated but yield an abundance of foodstuffs and livest 
which are important to the prosperity and economy of the country. The ba 
also yields walvable and critical minerals and oil 

Most of the Missouri River Basin is strictly an agricultural area but it is sul 
ject to extremes in weather and Variations in rainfall. Great floods causing 
huge losses under present conditions in the basin may he followed by long 
of drought causing. as in the 1980's, large population shifts. Such 
seriously affect the Nation’s economy—since the basin comprises one-sixth of t] 
Nation’s area 
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The Missouri River Basin project can provide irrigation for a very large amount 
of land in the semiarid to subhumid area of the northern Great Plains, which 
in the past has been subject to such wide variations in rainfall but where irri- 
gation is relatively new and unproven, ‘The problems that must be solved in 
perfecting the plaus for this project are exceptionally difficult and require care- 
ful and complete study and analysis which necessarily must extend over a period 
of years. 

Because of the recent severe floods in several portions of the Missouri River 
Rasin, the great need for flood control may cause many to overlook the whole 
Missouri River Basin project, which has great stature because it is a multiple 
purpose project which offers economic stability to this great area in times of 
drought as well as protection of land, property, and lives in times of flood. The 
disaster of drought, although not as sudden as disaster by floods, nevertheless 
is just as devastating. Electric power also can and should play a significant 
role in expanding the economy and in the coordinated development and utilization 
of all of the resources of the basin. The future of water resources development 
in the Missouri River Basin should be gaged by all of its potential multiple uses 
that can contribute to the stability of the basin and that can be justified as a 
national investment and not by the restricted approach of providing for th 
maximum development of one kind of water control cr use with little or no 
regard for other uses. 

Units of the comprehensive basin plan are being constructed (phase A) to ac 
complish mnitipurposes of irrigation, power, water for municipal or industrial 
purposes, navigation, sediment, recreation, and flood control. Some features 
in the basin have been completed and others are now under construction. It is 
necessary, however, to continue simultaneously the program of investigations of 
the general plan of development (phases C and D) and to continue unit (phase B) 
investigations for preparation for construction from time to time to insure ar 
orderly basin development and the best use of the water and related resources 
of the area. 

Completion of investigations for units of the Missouri River Basin project 
has proceeded slowly because of the difficulties encountered in extending recla 
mation to the Great Plains. Also the program was disrupted by drastic reduc 
tions in funds and by personnel restrictions in recent years. 

Phase D investigations should proceed because they provide a medium for 
interchange of technical information and skills between the two primary con 
struction agencies in the Missouri River Basin project to the end that duplica 
tion of costly investigations are avoided and both agencies work toward a common 
acceptable object ive. 

The phase C work provides the basic plans for basinwide development. It 
sets up the general plan upon which detailed studies and eventual construction 
are based. It establishes the relation of each unit to its division, and to the 
Missouri River Basin project as a whole. It provides the framework for the 
Missouri River Basin development, and is the key to successful development of 
the basin’s many resources. These investigations permit the selection of those 
units whose economic feasibility, location, and contribution to the achievements 
of the goals of basin development warrant their advancement into phase B, the 
preconstruction stage. 

It is in the interest of economy and efficiency that the phase B investigation 
program be kept upon a substantially constant rate basis. The program must 
continue to ready units for the Missouri River Basin construction program 
n future years. In all of region 6, which includes the northern portion of the 
Missouri River Basin, the only items of any size in the present construction 
program are the Jamestown, Lower Marias, and Missouri diversion units, and 
transmission division. In region 7, which includes the southern portion of the 
Missouri River Basin, there are only four construction items of any size, namely, 
the Bostwick and Frenchman-Cambridge divisions, and the Webster and Kirwin 
units, 

It is generally recognized that considerable planning remains to be accom 
plished to perfect the details of the features of the individual units of this one 
large basin project, and it is essential that the investigations for the development 
of the Missouri River Basin project proceed. The new problems being en 
countered in extending reclamation to the northern Great Plains area make it 
especially important that ample investigation funds be provided to continue this 
work 

It requires considerable time to make adequate investigations and maintenance 
of an adequate program of investigations is essential to insure the availability of 
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planned units for construction in future years. Even at the current rate the 
investigations program in the basin is barely keeping ahead of the current 
reduced construction program, and any further curtailment of the investigations 
program is sure to have adverse repercussions in the character and size of the 
future construction programs which are of such great importance in the develop 
ment of water and related resources of the basin. Therefore, it is requested that 
the entire amount of the budget estimate of $1,980,532, including $980,532 for 
phase B and $1 million for phases C and D, be appropriated. These apppropria 
tions combined with the estimated unobligated balances as of June 30, 1953, would 
provide a total obligation of $2,526,000 in fiscal year 1954, of which $1,381,000 
would be phase B and $1,145,000 would be phases C and D 


Missouri RIver BASIN Pro 


Phases C and D Conti 


Fiscal year 1954, new funds $1, 000, 000 
Fiscal vear 1954, obligations 145, OUU 


WORK PROPOSED I EAR 


Funds are scheduled to provide for continuation of investigations of 14 sub 
basins and divisions in fiscal year 1954, compared with 28 active in fiscal year 
1953. Also, power system planning for future power requirements and facilities 
will continue. Cooperative planning studies will provide for technical assistance 
by State colleges, universities, the Department of Agriculture, and other groups 
equipped to make specialized studies on the contract basis. Cooperative studies 
with the Corps of Engineers (phase 1)) will continue in fiscal year 1954 

The nrogram provides $50,000 to finance activities of the Interior Missouri 
Basin Field Committee. 





2026 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


House allowance: 
New funds Gare . ' ‘ $355, 000 
Cereyevel GuUeGb lec paid _.. 145, 000 
Total program__. tinted Battin ctandlat, By i . 500, 000 
Restoration requested: New funds ete Be ; 645, 000 


Restoration of $645,000 is requested which, with $145,000 of prior year balance 
estimated to be available and $355,000 appropriation allowed by the House, will 
finance a program of $1,145,000. 

The reduction proposed by the House would eliminate entirely investigations 
of 4 divisions and drastically reduce the program for 7 divisions and ;nbbasins 
included in the budget estimate. The allowance for phase C should not be 
reduced because these investigations are required to continue the studies of the 
general plan of development to obtain coordinated and comprehensive plans for 
the several subbasins and divisions of the basin project. 

It is essential that investigations for development of the Missouri River 
Basin project proceed. The Missouri River Basin is a part of the Great Plains 
which, though sparsely populated, produces an abundance of foodstuffs and live 
stock, and also yields valuable and critical minerals and oil so that it is impor- 
tant to the prosperity and economy of the country. Great floods cause huge 
losses under present conditions in the basin. Damaging tloods may be followed 
by long periods of drought causing, as in the 1930's, large population shifts and 
the attendant waste of natural and human resources, which seriously affect the 
Nation's economy. There is a real need to continue with plans for development 
of the water and related resources of the Missouri River Basin, to provide new 
supplies of water and hydroelectric power, as well as flood control and other 
services. Supplemental water is needed to maintain existing irrigation develop- 
ments; new irrigation is needed because of the hazards of recurring droughts; 
power developments are needed to supply existing and potential demands; and 
flood control is need to protect against severe flood damages. 

New problems are being encountered in extending reclamation to the northern 
Great Plains area which make it especially important that ample investigation 
funds be provided to continue this work. 


RESTORATION OF FUNDS 


Mr. McPuam. We are asking for restoration of a program of 
$631,000 in phase B and $645,000 in phases C and D. I think that Mr. 
Dixon has 3 or 4 short statements which, with the statement that I have 
given the reporter, will fully cover. We would be glad to expand 
those by verbal testimony if you care to have it. 

(The material referred to follows :) 


Missouri River Basin project investigations 
Percent | Percent 
of fise ul . h Amount of fise ul 
year 1953 year 1953 
program program 


000 
Allowance ; 5 000 
4, 607, 765 Total 1, 250, 000 


l Fath bie 2, 500, 000 l Restoration 230, 532 
DUR csndnvedasa ; 2. 000, 000 1 Requested Y 500, 000 


Total... 4, 500, 000 7 Total 1 730, 532 


Revised 1, 381, 000 
Budget (including 

estimated carry- 

over). koe ; 1, 145, 000 


2, 526, 000 





o restore new funds included in the revised budget. 





INTERIOR DEPARTMENT APPROPRIATIONS, 1954 2027 


Missouri River BAstn PrRosect, PHass B 


UNITS READY FOR CONSTRUCTION OR BEING PREPARED FOR CONSTRUCTION 


After a general plan of development has been established under phase C, the 
phase B investigations are made to perfect and refine the definite plan for each 
ndividual unit. These investigations are required to ready the new units for 
onstruction. 1 

Phase B includes detailed surveys and studies required to determine the defi- 
nite plan of development of the unit and preparation of a definite plan report; 
repayment negotiations and other negotiations with loral interests; preparation 
of final designs and specifications for initial construction features after approval 
of the definite plan report; and other preconstruction work which must be under- 
taken before the unit is ready for initiation of actual construction. 

At the end of fiscal year 1953 there will be 11 phase B units substantially 
ready for construction (including three formerly included under phase A but 
not under construction. Small amounts of funds are requested for these 
units in fiscal year 1954 to continue some work on the preparation of final 
designs and specifications of initial construction features, to complete any defi 
nite plan reports not completed in fiscal year 1953, and to do other preconstruc- 
tion work required so that the actual construction of these units could be under- 
taken as early as fiscal year 1955. These 11 are: 


Bluff unit, Wyoming Nickwall unit, Montana 

Charley Creek unit, Montana Owl Creek unit, Wyoming 

Glen Elder unit, Kansas Sargent unit, Nebraska 

Glendo unit, Wyoming Wilson unit, Kansas 

Hanover unit, Wyoming Yellowtail unit, Montana and Wyoming 
Helena Valley unit, Montana 


Phase B funds are requested also to continue investigations on 10 units (in- 
cluding Narrows unit, formerly in phase A), of which 6 are scheduled to be 
ready for construction in fiscal year 1955 or soon thereafter. These 10 are: 


\insworth unit, Nebraska Farwell unit, Nebraska 


Bighorn unit, Wyoming Garrison diversion unit, North Dakota * 
Colgate unit, Montana Narrows unit, Colorado 

East Bench unit, Montana Oahe unit, South Dakota 

Elm Coulee unit, Montana Shoshone extensions unit, Wyoming 


These phase B investigations should proceed to get ready a group of definitely 
planned units for the continuation of the construction program in future years. 
The $980,532 requested to be appropriated for phase B in fiscal year 1954, to 
gether with the estimated unobligated balance on June 30, 1953, of $400,468, 
will provide a total obligations program of $1,381,000 for fiscal year 1954, which 
is considerably less than the average annual amount available in past years. 
It represents an absolute minimum program for this activity and should not 
be reduced. 

JUSTIFICATION FOR RESTORATION, PHASE RB 


The cut proposed by the House would eliminate investigations of 7 units in- 
cluded in the budget estimate and drastically reduce the programs for 9 addi- 
tional units. 

The allowance for phase B investigations should not be reduced because these 
investigations are required to complete detailed land classification, economic and 
engineering analyses for the preparation of definite plans for project units being 
selected for inclusion in the construction program (phase A) in future years. 

Much of the development proposed in the Missouri River Basin is in a semiarid 
to subhumid area where irrigation is relatively new and unproven. Thus, the 
questions which must be resolved andthe problems which must be solved in per- 
fecting the definite plans for phase B units are exceptionally difficult and require 
careful and complete study and analysis. These investigations are required to 
ready new units for construction. These units are urgently needed to provide 
water and power for deficient areas, and unless these investigations continue, 
the units cannot go into construction promptly when funds can be made avail- 


4 Includes and replaces the former Crosby Mohall unit and Devils Lake unit 
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able under phase A, which is the construction phase. Even at the current rate, 
the phase B investigation program is barely keeping ahead of the reduced con 
struction program and so no reduction should be made in the fiscal year 1954 
estimate. 

Missourr River BAsIn Progect, PHAsE B 


CUTS MADE IN HOUSE BILL 


The cut proposed by the House would eliminate investigations of 7 nits in 
cluded in the budget estimate and drastically reduce the programs for ¥ addi 
tional units. 

INVESTIGATIONS ELIMINATED IN FISCAL YEAR 1954 


Units substantially ready for construction: Glen Elder unit, Kansas; Wilson 
unit, Kansas. 

Units being prepared for construction: Ainsworth unit, Nebraska; Bighorn 
unit, Wyoming; Colgate unit, Montana; East Bench unit, Montana; Elm Coulee 
unit, Montana. 


INVESTIGATIONS DRASTICALLY REDUCED IN FISCAL YEAR 1954 


Units substantially ready for construction: Glendo unit, Wyoming; Hanover 
unit, Wyoming: Helena Valley unit, Montana; Owl Creek unit, Wyoming; Yel 
lowtail unit, Montana., Wyoming 

Units being prepared for construction: Farwell unit, Nebraska; Garrisor 
diversion unit, North Dakota ; Narrows unit, Colorado; Oahe unit, South Dakot: 


Missourr River Bastn Provect, PHases C anno D 
CONTINUING WORK ON THE GENERAL PLAN OF DEVELOPMENT 


Phase C of the Missouri River Basin project is the continuing study required 
on the general plan of development for the Missouri River Basin. These in 
vestigations are required to obtain coordinated and comprehensive plans for 
the subbasins and divisions of this large, complex basin project. 

Phase C investigations will continue on 15 divisions and basins in fiseal 
year 1954. The program also includes power-system planning to determine 
future power requirements and facilities; cooperative planning studies pro 
viding for technical assistance by State colleges, universities, Department of 
Agriculture, and other groups equipped to make specialized studies; and fi 
additional studies of technical problems 

The program includes cooperative studies with the Corps of Engineers (phase 
D). Since the Missouri River Basin project is authorized as a joint under 
taking by the Bureau of Reclamation of the Department of the Interior and the 
Corps of Engineers of the Department of the Army, the perfection of plans to 
insure the optimum development between irrigation, power, flood control, navi 
gation, and other multiple water uses requires continued coordination between 
the Bureau of Reclamation and the Corps of Engineers. 

New and difficult problems are being encountered in extending reclamation 
to the Northern Great Plains area which make it especially important to con 
tinue this phase C work. 

Continuation of these investigations of the general plan of development will 
insure an orderly program of development and provide for the best use of 
the water and related resources of the area. The $1 million requested to be 
appropriated for phases C and D, alone with the $145,000 estimated unobligated 
carryover on June 30, 1953, will provide a total obligations program of 
$1,145,000, which is considerably less than the average annual amount avail- 
able in past years. It represents an absolute minimum program for this ac 
tivity and should not be reduced. 


TUSTIFICATION FOR RESTORATION PITASES (¢ AND D 


The cut proposed by the House would eliminate entirely investigations of 4 
divisions and drastically reduce the program for 7 divisions and subbasins in- 
cluded in the budget estimate. The allowance for phase C should not be reduced 
because these investigations are required to continue the studies of the general 
plan of development to obtain coordinated and comprehensive plans for the 
several subbasins and divisions of the basin project. 
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It is essential that investigations for development of the Missouri River 
Basin project proceed. The Missouri River Basin is a part of the Great Plains 
which, though sparsely populated, yield an abundance of foodstuffs and live 
stock, and also yields valuable and critical minerals and oil so that it is impor 
tant to the prosperity and economy of the country Great floods cause huge 
losses under present conditions in the asin Damaging floods may be fol 
lowed by long periods of drought causing, as in the 1930's large population 
shifts and the kindred waste of natural and human resources, which seriously 
affect the Nation’s economy. There is a real need to continue with plans for 
development of the water and related resources of the Missouri River Basin, 
to provide new supplies of water and hydroelectric power, as well as flood-con 
trol and other services. Supplemental water is needed to maintain existing 
irrigation developments; new irrigation is needed because of the hazards of re 
occurring droughts; power developments are needed to supply existing and 
potential demands; and flood control is needed to protect against severe flood 
damages 

New problems are being encountered in extending reclamation to the Great 
Northern Plains area which make it especially important that ample inves 
tigation funds be provided to continue this work. 


Missouri River BASIN ProgectT, PHAses C ano D 


CUTS MADE IN HOUSE BILI 


The cut proposed by the House would eliminate entirely investigations of 4 
divisions and drastically reduce the program for 7 divisions and subbasins 
cluded in the budget estimate 


INVESTIGATIONS ELIMINATED IN FISCAL YEAR 1954 


Cannonball Division, North Dakota 
James Division, South Dakota 
Montana Pumping Division, Montana 
White Division, South Dakota 


INVESTIGATIONS DRASTICALLY REDUCED IN 1 


Kansas River Basin, Colorado, Kansas, Nebraska 

North Platte River Basin, Colorado, Nebraska, Wyoming 
South Platte River Basin, Colorado, Wyoming, Nebraska 
Three Forks Division, Montana 

Tongue Division, Montana, Wyoming 

Wind Division, Wyoming 

Cooperation, Interior agencies 

Mr. Dixon. The first statement 1s a comparison showing the dollar 
amounts of the programs for (1) the fiseal year 1953 program, (2) the 
printed budget, (3) the revised budget, (4) the House allowance, and 
(5) the restoration requested. I might point out that even if the full 
revised budget is restored, it will represent a major reduction in ac- 
tivity. The program next year will be only about 55 percent for 
investigations of what it is for the present fiscal year, even if the full 
amount of the revised budget were appropriated. So the revised 
budget represent nearly a 50 percent cut in any event. So we feel 
that it is most important for that to be restored. 

The phases B and C statements, Mr. Chairman, contain lists of 
projects which would be eliminated entirely from the investigation 
programs, or drastically reduced, if the proposed House appropriation 
is maintained. That, sir, is all IT have unless you desire a further 
explanation. 

Senator YounG. Would you read the list of those projects? 

Mr. Dixon. The ones that would be eliminated ? 

Senator Youne. Yes. 





2030 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


Mr. Dixon. This is if the House bill figures are maintained. In 
phase B, the ones that would be eliminated and are now units sub- 
stantially ready for construction, would be Glen Elder unit in Kansas 
and Wilson unit in Kansas 

The phase B units being x prepared for constiuction are the Ains- 
worth unit, Nebraska; Bighorn unit, Wyoming; Colgate unit, Mon- 
tana; East Bench unit, Mont: ina; and Elm Coulee unit, Mont: una. 

The phase B units that would be drastically reduced in 1954 are 
Glendo unit, Wyoming; Hanover unit, Wyoming; Helena Valley 
unit, Montana; Owl C reek unit, W yoming; and Yellowtail unit, Mon- 
tana and W yoming. 

Phase B units being prepared for construction, and that will be 
drastically reduced, are the Farwell unit, Nebraska; Garrison diver- 
sion unit, North Dakota; Narrows unit, Colorado; and the Oahe unit, 
South Dakota. 

For the C and D phases, the ones that would be eliminated would be 
Cannonball division, North Dakota; James division, South Dakota; 
Montana pumping division, Montana; White division, South Dakota. 

The ones in phase C that will be drastically reduced are Kansas River 
Basin, Colo., Kans. and Nebr.; the North Platte River Basin, Colo., 
Nebr., and Wyo.; South Pl: atte River Basin, Colo., Wyo., and Nebr.; 
Three Forks division, Montana; Tongue division, Montana and W yo- 
ming; Wind division, Wyoming; and cooperation with other agencies. 

Senator Youne. Do you have any further testimony ? 

Mr. Dixon. Except to say that I sincerely hope the investigations 
portions can be restored to the revised budget because I think that the 
testimony that has already been given by ‘others at this hearing con- 
firms that a dollar well spent is a dollar spent in having adequate 
investigation before construction is undertaken. 

Senator Youna. Senator Dworshak? 

Senator Dworsuak. No questions. 

Senator Youne. Any further statements you want to make will be 
included. 


TrANsrers TO OrHer INTERIOR AGENCIES—Muissourrt Bastn Prosecr 
RESTORATION REQUEST 


Mr. Linewraver. We are submitting, on behalf of the Department, 
requests for the restoration of $1,500,000 of new funds in connection 
with the Missouri River Basin project for transfer to other Interior 
agencies, The revised budget in April provided $4 million to be trans- 
ferred to the Bureau of Land Management, Bureau of Mines, Fish 
and Wildlife Service, Geological Survey, National Park Service, and 
Bureau of Indian Affairs. Information as to restorations requested 
for each of the other Interior agencies is as follows: 


Bureau of Land Management, $100,000.—Restoration of the House reduction 
from the revised budget in the amount of $100,000 is requested in order that work 
for this agency, may proceed to completion concurrently with other departmental 
investigations. 

The responsibilities of this agency involve land classification of approximately 
19 million acres of public land in the Missouri River Basin. In addition, the 
agency is responsible for the reestablishment of original corner positions and 
definite identification of section and property corners, and a horizontal control 
survey net in connection with each irrigation and development project in the 
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basin. The agency program for fiscal year 1954 contemplates the classification 
of 1,300,000 acres of public land and cadastral surveys directed principally toward 
16 units of the Missouri River Basin project involving approximately 500,000 
ucres. Without the restoration, it would only be possible to accomplish the 
classification of about 650,000 acres and cadastral surveys on about 300,000 acres 

Bureau of Mines, $50,000.—Restoration of the $50,000 House reduction is 
urgently recommended to provide the Bureau of Mines with funds to continue 
work on the development and eifective utilization of the mineral resources 
of the Missouri River Basin area. This work is an integral part of the broad 
program for the development of all resources of the area. The program 
is designed to insure that available and potential resources contribute their 
maximum share in an improving industrial environment occasioned by the 
public works and related changes in the basin’s economy. Since the Missouri 
River Basin’s natural resources include many largely undeveloped mineral re- 
serves, the importance of the Bureau’s program of minerals and fuels investiga- 
tions cannot be overemphasized. The mineral industry in the basin is developing 
rapidly, especially in the Williston and Denver-Julesburg areas—so much si 
that it will be difficult even with the full $150,000 recommended for mines to 
supply all the mineral information needed by reclamation. 

Fish and Wildlife Service, $100,000.—The authorized and proposed programs of 
the Bureau of Reclamation, the Corps of Engineers, and the Department of Agri- 
culture in the Missouri River Basin will have a tremendous impact on the fish 
and wildlife resources of that basin. These programs contemplate the construc- 
tion of literally hundreds of dams, levees, irrigation units, and drainage proj 
ects, large and small, with the attendant damage to many thousands of acres of 
habitat for fish and wildlife. While mitigating measures for the preservation 
of these resources are being devised which help in some measure to eliminate per- 
manent loss, it is not enough for the fish and wildlife program of this basin t 
remain ever on the defensive, retreating a step here and a step there when eacl 
water impoundment or diversion comes into being. Rather what is needed is a 
positive program for the development of fish and wildlife resources to meet the 
growing recreational needs of an expanding population and economy in the 
region. 

The Missouri River Basin contains fish and wildlife resources of much more 
than local or regional significance. The most important waterfowl breeding 
grounds in the Nation, for example, are located within the Missouri River water 
shed. Waterfowl! produced there provide recreation for hunters throughout the 
Nation. The Missouri River Basin also contains the largest remaining reserves 
of certain important species of big game. In all respects, the fish and wildlife 
resources of the basin are first-rate national assets which ought to be conserved. 

In these circumstances it will be evident that there is great need for a compre 
hensive, positive plan for the conservation and development of the fish and wild 
life resources of the Missonri River Basin. A plan like that would be based on 
the interrelated effects of water and land-use projects so that maximum net 
benefits would be derived from each new project and from the basinwide develop 
ment as a whole. The preparation of such a plan lags far behind the basinwide 
planning of the construction agencies. Although the Fish and Wildlife Service 
has been active in this matter in cooperation with the Missouri Basin States, suf 
ficient funds have not been available for basinwide planning on a scale to catch 
up and keep pace with the construction agencies 

With the amount of money approved by the House of Representatives for trans 
fer by the Bureau of Reclamation to other Interior agencies in connection with 
the Missouri Basin program, basinwide planning for fish and wildlife will fa 
further behind. In fact, it would not be possible to maintain an adequate staff 
even to keep pace with the construction programs of the Bureau of Reclamation. 
approved by the House, and the Corps of Engineers, approved by the Bureau of 
the Budget, for fiscal year 1954 

Reduction on the order of that proposed by the House will force the closure of 
1 of the 4 field offices of the Fish and Wildlife Service in the Missouri River Basin 
and severe reductions in the activities of the'others. 

Availability of $306,000 for the program in fiscal year 1954, as recommended 
in the revised budget, will provide for continuance of activity at a level only 
slightly reduced from that prevailing during the current year 

Geological Survey, $1,075,000.—The program of the Geological Survey in the 
Missouri River Basin is designed to provide basic scientific data concerning our 
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water, land, and mineral resources in this area. This information IS essentin 
if an orderly and well planned development of the Nation's resources is to ly 
accomplished, 

It is significant that the work of one activity often constitutes the basis upoi 
which another depends for basic data and working facilities Topographic maps 
for example, must precede geologic maps, Which in turn are desirable and esse! 
tial tools for hydrologic studies and investigations 

The collection and analysis of this scientific data should be advanced despit 
curtailments in the sovernmental development program. Restoration is yr 
quested to $2,700,000, the revised estimate, or an increase of $1,075,000 over the 
amount proposed by the House 


TOPOGRAPHIC SURVEYS AND MAPPING 


Proper planning must precede development Topographic maps which clea 
portray the natural and manmade features upon the land surface are needed ti 
provide basic information vital to the economic development of the Missom 
River Basin by either industry or Government. This Mapping is especially urgen 
in the Missouri River Basin since most of the areas presently proposed for de 
opment are sparsely covered by maps. Topographic maps must be made availabk 
at the earliest possible date. in order to eliminate the need for special surveys 
and to assure a substantial reduction in the cost of any contemplated basin pro 
ects In view of the expressed need for this work, the full restoration of $535.00 
is requested for topographic surveys and Mapping in the Missouri Rive) Basi 


GEOLOGIC AND MINERAI RESOURCE SURVEYS AND MAPPING 


Geologic investigations are of paramount linportance in the discovery 
mineral deposits and the judicious appraisal of all our known mineral resources 
The Missouri River Basin prises about one-fifth of the entire United States 
Nearly 40 percent of the known solid fuels of this country are in this drainags 
area. Significant new discoveries of oil and gas during the past few years in 
the Basin demonstrate the nec ssity for further « oncentrated studies of potentia 
sources of these commodities The collection and analysis of basik seologie data 
Should be continued even at times when the deve lopment program is curtailed 
It is urged that a full restoration of $103.000 he mude to this activity 


WATER RESOURCES INVESTIGATIONS 


Adequate information concerning the development and Utilization of the wate 
resources of the Missouri River Basin iS indispensable for planning. « onstructing 
and operating all types of projects Development of an areas Water resource 
requires facts on the quantity and distribution of the surface water supplies 
the occurrence and availability of ground vaters, the sediment loads of the 
streams, and the chemical] quality of beth surface and ground water, This work 
is essential if the required data for flood cor trol, irrigation, navigation, and 
hydo-electrie development is to be obtained \ full restoration of the $400,000 
cut by the House is requested 


GENERA, ADMINIS RATION 


The Geological Survey makes a small charge against transferred funds in 
order to meet the hecessary administrative costs for running these programs 
In line with the other restoration requests $37,000 is needed for general ad 
ministrative expenses, 

Vational Park Service, $7 00 Restoration of the House reduction of S75 
000 is requested, 

RECREATIONAL SURVEYS AND PLANNING 


Restoration of $32,500 is urgently recommended for recreation plans and sur 
veys to enable the Service to comply with its scheduled dates for completion 
of reports on the Missouri River Basin reseryoi projects which are now in the 
hnal planning stages; and for further work with the States which is necessary 
to complete plans now under Way for reservoir recreation areas to be taken 
over and administered by the States and other non-Federa] governmental agen 
cles. Cooperative studies of proposed water-control projects, the formulation 
of plans for their recreational use, and studies to minimize damage to natural 
features when construction is initiated have been in progress since 1945, Con 
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siderable time and funds have been used on this phase of the project since tha 
time, and to curtail the work to the extent contemplated by the House bill at 
this time would result in the loss of technical personnel now assigned to the 
program, together with their knowledge of the program which has been gained 
through experience, and which could not be recovered except through the same 
individuals. The Service is already lagging behind the work sehedule of the 
Bureau of Reclamation, and the entire amount of the! d estimate, or $120,000 
s the minimum needed to permit a logical r: Dp ress on projects in the 
final planning stages and on the work of coordinating a basinwide recreation 

an involving reservoir projects « ill construction ;: ' ss and their relation 
to existing recreation resources ¢ if the basin 


ARCITEOLOGICAL AND HISTORICAL EYS EXCAVATIONS 


The amount of $42.500 is recommended for restoration to the estimate for 
archeological, historical, and paleontological surveys and on excavations. The 
House reduction of the estimate from S81380,000 to $87,500 would eliminate al 
surveys from the program and the excavation of at least 5 are heolos ical sites 
n Fort Randall and 8 in Garrison, all of which are programed for inundation 
by impounded waters by the end of the estimate year, and the historie and 
scientific remains there would be lost forever Only about 10 percent of the 
archeological sites are selected for excavation and salvage of irreplaceable ma 
terials. Even with the $150,000 proposed by the revised estimate, it would be 
necessary to reduce this percentage to the extent that much of these invaluable 
artifacts would be lost to science. It is urgently recommended that full restora 
tion of the House cut be considered carefully, because there will be no further 
opportunity to accomplish this work once the tes have been flooded 

Bureau of Indian Affairs, $100.000 Restoration of the House reduction from 

e revised budget in the amount of $100,000 is requested in order that work 
to be accomplished by this agency may be carried on consistent with develop 
ment work now under way by the Bureau of Reclamation 

Restoration of the reduction is requested to prevent a slowdown of work for 
which the Bureau of Indian Affairs has responsibilities as (1) the determina 
tion of damages to Indians from the taking of lands for reservoirs and other 
rights-of-way, (2) appraisal of benefits likely to a ne to Indians from the 
development of various units under the Missouri River Basin construction pro 
vram, (3) the relocation and rehabilitation of Indian families adversely affected 
by the development program, and (4) the effective and efficient use of all India 
resources affected by the development program 


ITEMS INSERTED BY THE HOUSI 


Senator Dworstiax. The House committee report shows six times 
which you mentioned in your opening statement as having been 
written in by the House committee. Will you take them up one by 
one and insert factual statements on each in the record ? 

Mr. LINEWEAVER. I believe we have covered already the Sacramento 
anals unit of the Central Valley project, on which no construction 
has started, the Buford-Trenton project, North Dakota, and the Mis 
souri diversion unit of the Missouri River Basin project, which was a 
new start in the fiscal year 1953 Interior Appropriation Act and on 
whic h preliminary construction work has st: arted. A total of $2,600, 

318 had been obligated on this unit to April 30, 195 Of the $2,024, ar 
available for fiscal year 1953, $1,029,911 has been e xpe nded to April 3 

The other units in the Missouri Basin for which the House inse me 
funds are the Kirwin unit and the Webster unit, both in Kansas. 


KIRWIN UNIT, KANSAS 


Construction of the Kirwin unit was initiated under funds appro- 
priated in the last supplemental appropriation bill for fiseal year 1952. 
Additional funds were appropriated in fiscal year 1953. 
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The following detailed statement is submitted as to the project and 
the status of its construction: 

The estimated total cost of the Kirwin unit is $24,037,000, of which the dam 
and reservoir are estimated to cost $19,662,000. Funds appropriated to date 
total $5,896,484. 

PERCENT COMPLETED 


As of April 30, 1953, the dam foundation has been comp eted at a 
contract cost of $1,244,872 and 6 contracts (over $10,000 face value) 
are in force, exclusive of rights-of-way purchases. Contract for com- 
pletion of Kirwin Dam embankment, spillway, and outlet works, with 
face value of $6,729,671, was approximately 3.4 percent complete and 
contract earnings amounted to $228,866. Three contracts for gates, 
hoists, and outlet works pipe, with total face value of $93,903, are 
about 75 percent complete, and the materials are scheduled for deliv- 
ery by June 20, 1953. 

A contract for relocation of the Missouri Pacific Railroad line 
around the reservoir (face value, $120,000) has been executed and is 
in the process of confirmation by the court. Work is in progress on 
the relocation under a construction contract in the amount of $966,150 
and is scheduled for completion in November 1953. 


CONTRACTS FOR RIGHTS-OF-WAY 
Fifty-five contracts for rights-of-way, totaling $770,000, have been 


executed and 11 additional contracts with an estimated value of 
$238,000 are in the process of negotiation. Obligations through April 


30 total $5,018,364, and Kirwin Dam is about 19 percent re 


The repayment contract between the United States and the Kirwin 
Irrigation District, covering the irrigation of 11,500 acres, has been 
approved as to form by the Secretary of the Interior and is awaiting 
execution by the irrigation district, which already is on record through 
resolution agreeing to sign the contract. 

Contracts now in force, together with necessary supporting con- 
tracts, will complete the dam and reservoir to provide vitally needed 
flood protection to the Solomon River Valley and would put to use the 
investment of funds already made. The cost under this procedure 
is estimated at $14,710,000, including all costs to date, and would 
require $8,813,500 through fiscal year 1956, in addition to funds 
previously appropriated. 

ESTIMATED COST 


Completion of the dam, the irrigation canals, and laterals would cost 
approximately $9,500,000 additional. 

The Kirwin unit is one of the initial stage units proposed for con- 
struction in Senate Document 191 of the 78th Congress and authorized 
by the Flood Control Act of 1944. It was specified as one of six reser- 
voirs needed for flood control and irrigation in the Smoky Hill Basin. 
The Kirwin Dam is located on the North Fork of the Solomon River at 
Kirwin, Kans. The original plan called for a reservoir of 174,400 
acre-feet for irrigation, silt, and flood control, and 11,000 acres to be 
irrigated. The estimated cost of the unit at 1940 prices was $10 mil- 
lion, of which $9 million was for the dam. 
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The current plan is for a reservoir of 315,000 acre-feet and the irri- 
cation of 10,000 acres. The current cost estimate of the entire unit is 
$24,037,000, of which $19,662,000 is for the dam and reservoir. The 
increased capacity of the reservoir from 174,400 to 315,000 was pro- 
posed for more effective control of the flood flows of the North Fork 
of the Solomon River as a result of the disastrous floods‘in recent 
years. 

\LLOCATION AND CAPACITY 


The reservoir capacity has been allocated as follows: 
cre feet 
Flood control mi sabia _ 220, 000 
I is tas. al itandieeinesien : __. 80,000 
Sedimentation _.__ ~~~ : ‘ sania. 


Total —~_- nied 315, 000 
Costs have been tentatively allocated as follows: 


Flood control_____- g _... $13, 382, 000 
Irrigation___ 2 10, 619, 000 
Fish and Wildlife ; L 25, 000 
Recreation 7 he oa 11, 000 


NE sheters a s . 24, 037, 000 


START OF CONSTRUCTION 


Construction was started in 1952, and work to date indicates that the 
cost of the dam may be substantially less than the above estimate of 
$19,662,000. 

The dam is expected to cost substantially less than the original esti- 
mate in 1944 would indicate in terms of current costs. Including the 
increased size of reservoir, the increase is 2.18 as compared to an 
average cost-index increase of about 2.25. 


REPAYMENT CONTRACT ARRANGEMENTS 


Repayment contract arrangements are nearing completion with the 
Kirwin Irrigation District. The district board has 4 og a draft 
of the contract, and Assistant Secretary of Interior Aandahl on April 
27, 1953, approved the form of the contract on behalf of the Secretary 
of the Interior. The next action is execution of the contract on behalf 
of the district and then on behalf of the United States. Execution is 
expected to take place before the beginning of fiscal year 1954. 

In addition to making water-service payments, the district will 
repay the cost of a distribution system in the amount of $1,500,000. 

The status of unit cost and contracts awarded on Kirwin Dam as of 
April 30, 1953, is as follows: 
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Wesster Unrr, Kansas 
ESTIMATED COST 


Mr. Lineweaver. The second dam in Kansas for which the House 
appropriated funds is Webster, for which initial construction funds 
were appropriated in fiscal year 1953. A detailed statement is as 
follows: 

The estimated total cost of the Webster unit is $24,742,000, of which 
the dam and reservoir are estimated to cost $19,097,000. Funds appro 
priated to date total $1,500,000. 

As of April 30, 1953, 3 contracts (over SLO.OOO face value ire mm 
force, exclusive of rights-of-way purchases. The contract for cor 
struction of Webster Dam foundation, with face value of $993,870 
was 27 percent complete, and contract earnings amounted to $268,295. 
Contract for construction headquarters and trailer facilities, with face 
value of $63,083, is scheduled for completion about August 1. Con 
tract for relocation of Webster Cemetery, with face value of $50,000, 
has been executed but requires validation by the court 


CONTRACTS FOR RIGHTS-OF-WAY 


Sixty-nine contracts for rights-of-way, totaling $534,000, have beet 
executed. ‘These include the relocation of 35 residences, 2 schools, 
3 churches, and several business establishments in the town of 
Webster. All townspeople are scheduled to vacate their property by 
about June 1. 

Plans and specifications for construction of the dam above the 
foundation are being prepared, with a contract scheduled for award 
in the fall of 1953. Obligations through April 30 total $1,455,876. 

The original plan for the Webster unit, as shown in Senate Docu 
ment 191 of the 78th Congress, was for a dam on the South Fork of 
the Solomon River at Webster, Kans. Its capacity was 165,000 acre 
feet for flood control, silt control, and the irrigation of 10,000 acres 
of land. The estimated cost of the unit at 1940 prices was $7,800,000, 
of which $7,100,000 was for Webster Dam. It was planned as one 
of six reservoirs needed for the control of floods in the Smoky Hill 
Basin. 


$2224—538—pt. 2 58 
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CAPACITY NEEDED 


Subsequent investigations, following disastrous floods in recent 
years, indicated need for an increase in the capacity of the reservoir 
as follows: 

Acre feet 
Flood control 
Irrigation 
Sedimentation 


OEE ncn 271, 700 


TRRIGABLE ACREAGE 


The irrigable acreage in the Webster unit has been determined to 
be 8,500 acres. The total current estimated cost is $24,742,000, of 
which $19,097,000 is for the dam and reservoir. The total cost has 
been tentatively allocated as follows: 


CS he ee ; : $17, 871, 000 


Irrigation... ..ac.c..- ‘ 6, 751, 000 
Recreation___-~~ 100, 000 
Fish and wildlife 20, 000 


Total 24, 742, 000 


STATUS OF UNIT COSTS AND CONTRACTS AWARDED 


The status of unit costs and contracts awarded on Webster as of 
April 30, 1953, is as follows: 
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MIDDLE RIO GRANDE PROJECT, NEW MEXICO 


Mr. Linewraver. The last of the six items added by the House for 
which you asked statements is $1,379,889 for the Middle Rio Grande 
project in New Mexico. This project will have an estimated $201,000 
of carryover funds on June 30 from an allocation for emergency 
channelization improvements in the San Marcial area as a part of a 
water saving program. The House wrote in a total program of $1, 
580,889 for fiscal year 1954. I summarize the information requested 
of us by Chairman Jensen of the House committee and which is found 
on pages 1297-1301 of the House hearings, part IL], which includes 
some of the questions propounded to us by Mr. Jensen and our an 
swers : 

The total allocations for emergency channelization in fiscal year 
1952 and fiscal year 1953 in connection with the water salvage program 
were $3,515,000. 

(The following information from the House hearings was sup 
plied: ) 

The areas under consideration for additional water salvage construction are 
shown on the map and are briefly described as follows: 


SAN ANTONIO AREA 


This work would consist of the construction ef a riverside drain along the east 
side of the river below San Antonio to eliminate about 2,000 acres of swampy 
low lands. This work would also include improvements to the existing levee 
on the west side of the river to reduce water seepage through the levee and 
some flood danger 

FORT CRAIG AREA 


Construction of a drain from Fort Craig to the Narrows near the west edge 
of the flood plain would lower the water table in the area west of our conveyance 
channel and convey occasional arroyo inflows to the constructed emergency 
San Marcial Channel near its lower end. 


NARROWS AREA 


Additional water savings would be made by extending the recently completed 
conveyance channel to the vicinity of the Narrows. This channel would be 
much smaller than the conveyance channel but would prevent spreading of low 
flows which results in high evaporation losses 


TIFFANY AREA 


Flows from the outlet drain from the Bosque Del Apache Wildlife Refuge 
spread out into a heavy “bosque” growth near Tiffany, N. Mex. A drainage 
channel should be constructed through this area to convey these drain flows 
to our conveyance channel and prevent the present high water losses. 


ESCONDIDO AREA 


Several hundred acres of low lying ground on the east side of the river in this 
area should be protected by a levee and drain to eliminate the present high 
water table caused by overflow and seepage from the river. This area is now 
mostly grassland with scattered large cottonwoods, but it is rapidly being 
infested by salt cedars. The proposed construction would produce important 
Water savings. 

LA JOYA AREA 


About 2,000 acres of low lying ground west of the Santa Ke Railroad near 
La Joya are subject to a high ground water table caused principally by seepage 
from the river. Part of the area is infested with salt cedars and much of it is 
covered by open water. Obviously, the water losses are high. To correct this 
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condition, we propose to construct an intercepting drain along the west side 
of the railroad embankment through this area. The estimated cost of the work 
which could be done to salvage water in the six areas is as follows: 


San Antonio area $200. 000 
Fort Craig area z ee E 68, 000 
Narrows area 40, OOO 
Tiffany area 15. OOO 
Escondido area 26, 000 
La Joya area £8, OOO 


Total 127, 000 


STUDIES OF OTHER CHANNEI AREAS 


Aerial photographs disclose numerous other areas where it is believed emer 
gency water savings can be economically justified Also the authorized overall 
channelization program through the entire project above the Bosque Del Apache 
Refuge upon completion will effect further important water savings. This portion 
of the authorized channel work is estimated to cost $6,531,000. To survey these 
possible emergency areas and to begin surveys for the main channel, $35,000 is 
requested. 

Mr. JENSEN. Are there areas within the farmed lands of the Middle Rio Grands 
Conservancy District which are seeped and are consuming water which might lb 
salvaged? Could you indicate to us on a map the extent of the high-wa 
areas within the irrigated portion and how the drainage system works 
nto the works already accomplished on the channel and give us an 
the quantity of water which might be recovered ? 

Mr. LINEWEAVER. Additional water could be salvaged clearing 

“ eXisting drains, constructing additional interior d ns, improving 
drain outlets, and interconnecting the riverside drain systen 

The water to be salvaged by rehabilitation and exter! 
drainage system will be roughly 30,000 acre-feet annua The constructiotr 


program will require 2 years to complete Che breakdown of this figure follow 


(a) There will be 2.600 acres of clearing of heavy brush and trees along th 


This vegetation now consumes appreciable amounts of water Chis 
clearing will salvage annually 5,000 acre-feet. 
(b) By connecting up certain riverside drains, returns flows during the sum 


9» 
> 


mer months will be kept out of 32 miles of a meandering and wide sandy river 
channel which is dry most of these months except for the drain flows This w 
salvage about 7,000 acre-feet annually 

(c) There are about 30,000 acres in the project with a water table 0 feet to 
1 feet. The new drains and rehabilitation of existing drains will lower this 
water level to 5 feet which will result in water salvage of about 18.000 acre-fee 
annually. 

In addition to the water salvage outlined above, rehabilitation of the 
age system will protect present lar ds from high-water table and increase 
yields on lands provided with new drains, 

Mr. JENSEN. How would the water be conveyed from the drain systems in the 
farmed areas down to other users without excessive losses in the river channe 

Mr. LINEWEAVER. Many of the existing riverside drains serve a dual purpose 
These drains parallel the river and intercept seepage from the river. They also 
drain adjoining lands and provide an outlet for the interior drains. Some of the 
riverside drains are also used to convey low river flows for irrigation be« 


hey are permitte 


experience has proved that much of the low flows are lost if 
to flow down the sandy river channel 

While the conveyance of low river flows through the drai is desirable from 
the standpoint of water salvage, part of the silt in the water deposits in the 
drain channels and creates a cleaning problem In recent years, the conser\ 
ancy district has heen unable to keep up with this work. This has resulted in 
a marked reduction of efficiency of the drains Also, the drain banks are in 
fested with weeds and brush which hang into the water and aggravate the silting 
preblem 

Several thousand acres of low-lying land near the river and other lands within 
the project totaling in all about 34,000 acres have developed high-water table 
hecause of the inadequacy of the existing drainage system. Since much of this 
land has become unsuitable for agriculture, it is not cultivated and has become 
infested with heavy growths of cottonwoods, salt cedar, willows, and other 
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useless plants which use water rapidly. This condition removes agricultura 
lands from production and increases water loss through accelerated evaporatior 
and transpiration losses can be materially reduced by the construction of add 
tional interior drains. 

In many instances, water in the clogged riverside drains backs up to such ar 
extent that the interior drain outlets are impaired temoval of the obstructions 
will result in much greater efficiency for the interior drains and will effectively 
lower the ground-water table. This. of course, improves agricultural lands and 
produces additional water salvage. 

We have observed that much of the return flow from the drains disappears ir 
the riverbed during periods of low flow which normally occur during July 
Angust, and September. These months are also a time of high irrigation de 
mand. Measurements of the flow through the riverside drain outlets indicate 
that about 25,000 acre-feet per month return to the river channel during the 
summer months. In most cases these flows disappear into the river sands or 
are evaporated before they can be rediverted. It is reasonable to assume th: 
most of these flows are lost for irrigation purposes. 

Much of this loss could be prevented by constructing channels to interconnect 
existing riverside drains so that drain flows are not returned to the dry-river 
channel. 

Mr. Jensen. What is your minimum program to carry out the optimum of 
water salvage in the vallev 

Mr. LInewraver. The minimum program is the completion of the Middle Ri 
Grande project plan as authorized. 

It is very doubtful if the optimum degree of water salvage in the valley car 
he reached without the completion of the Middle Rio Grande project plan as 
authorized. Each of the component parts of the authorized project tie together 
to give the maximum degree of salvage that appears to be possible under the 
local conditions. 

Mr. JeENsEN. What part of the anthorized project could you carry out efficient 
ly during the 1954 fiscal vear which would result in a good water-salvage 
program? 

Mr. Lineweaverr. The hest orderly and efficient program considering the man- 
power and facilities we have available would be a program that would com 
bine drainage and channel works. The summary of construction items and 
costs of a well-balanced program would be as follows: 


San Antonio area $900, NNO 
Fort Craig area ‘ nad 7 68, N00 
Narrows area ‘ i : 40,900 
Tiffany area a ites ceiceieeas 45, 0% 
Escondido area —._-- ‘ ; 4 as 26, 000 
La Jova area ___ ad Sita! hadieae Sele 48, 000 
Surveys, ete.__- Et debts aelil tdi cidal 35, 000 


Subtotal____- nai ad . _ a 
Drainage rehabilitation ‘ , = iiaiadbileneetstlictinen | tn 
Total saidilams ke 1, 982, 000 
Funds available *____- a ; ; bs sitet a 200, 000 


Appropriation required 1, 762. 000 
* Approval of expenditure required. 
The facilities now constructed and those which could he constructed need to 


he maintained. The estimated annnal operation and maintenance cost for the 
emergency channel work wonld he as follows: 


San Marcial area : : ; j $130. 000 


Bernardo area ; . a aaa : > 20, N00 
Other reaches listed___--- sas 40, 000 


190, 000 


Total 


The costs of oneration and maintenance of the drainage svstem could be taken 
eare of by the Middle Rio Grande Conservancy District. 

Mr. Jensen. Ts the program which you propose self-containing, or does it 
require additional appropriations for fiscal vear 1955? 
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Mr. LINEWEAVER. The program proposed for fiscal year 1954 does not require 
idditional commitments for fiscal year 1955 to accomplish the water salvage 
outlined. The measures would be self-contained, but it would néit complete 
the project. 

Mr. JENSEN. Would you give us an estimate of the potential water salvaged 
and the dollar value to the farmers or other users in the valley of this water 

Mr. LINEWEAVER. The potential salvage of water by completion of the chan 
nelization work outlines would be about 8,000 to 10,000 acre-feet and the 
drainage program would salvage roughtly 30,000 acre-feet of water. By using 
an estimated value of $35 for acre-feet the value of the water salvaged would 
be $1,400,000 each year to the Middle Rio Grande project in New Mexieo and 
the Rio Grande project in New Mexico and Texas. 


SOLANO PROJECT, CALIFORNIA 


Mr. Lineweaver. Mr. Chairman, Senator Knowland, who is pre- 
siding over the Senate Civil Functions Subcommittee and could not 
be present here today, suggested that we supply a statement on the 
developments on the Solano project, for which an initial construction 
allocation of $3 million in the fiscal year 1953 act with certain re- 
quirements as to hearings on whether or not Solano should be re 
authorized as a division of the Central Valley project. There is no 
estimate in the revised budget. In his letter of April 17, 1953, the 
Director of the Budget advised the Secretary of the Interior as 
follows : 

Available funds for the Solano project appropriated in fiscal year 1953 will 
be used during 1953 and 1954 and no supplemental requests will be submitted 
to the Congress for the project during this period. 


RECOMMENDATION BY SECRETARY 


On May 138, 1953, Secretary McKay approved a recommendation 
by Assistant Secretary Aandahl that the Bureau of Reclamation be 
instructed to proceed with construction on Monticello Dam, the ma- 
jor initial feature of the Solano project. A copy of these instruc- 
tions is attached to this statement as exhibit A. It is our plan to ad- 
vertise for bids about June 1 and to open bids about the middle of 
July. The bids would include construction of the Monticello Dam, 
the relocation of a highway and two bridges, allowing about $1 
million for contract earnings during the fiscal year 1954. We could 
also award, sometime in August, a contract for the Government office, 
warehouse and garage facilities and provide the State of California 
with about $140,000 for expenditure during the fiscal year on surveys 
and designs for the remaining State highway relocation. We would 
acquire the right-of-way for Monticello Dam, the road detour, and 
bridges; and complete the field work in connection with the location 
of Putah South Canal and Diversion Dam. 


AUTHORIZATION 


The Solano project was authorized by the Secretary of the Interior 
on November 11, 1948, by approval of the project feasibility report 
under provisions of section 9 (a) of the Reclamation a Act of 
1939. The project, located largely in Solano County, Calif., adjoins 
the northeast extremity of San Francisco Bay, and was also approved 
by the Governor of California. The Monticello Reservoir area ex- 
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tends northwest into Napa County, Calif., which registered objections 
to the project. 
STORAGE CAPACITY 


The project provides for a storage reservoir at the Monticello Dan 
site of approximately 1.6 million acre-feet to be created by the con 
struction of a concrete arch dam located on Putah Creek below the 
town of Monticello. Other facilities include a small concrete and 
earth-fill diversion dam on Putah Creek downstream from Monticello 
Dam: a $8-mile main canal with a terminal reservoir, and necessary 
wastewavs, laterals and drainge works. <A total of 74.800 acres of 
project lands will receive a full or supplemental water supply and 
27,200 acre-feet of water will be furnished annually for municipal and 
industrial use, 

NEGOTIATIONS IN PROCESS 


Negotiations are in process with the Solano County Flood i 
and Water Conservation District for the consummation of a repay 
ment contract. On February 28, 1953, this district approved the form 
of the contract to purchase the entire firm yield of water from the 
project storage facilities. The contract has been forwarded to the 
Secretary of the Interior for approval as to form. It is contemplated 
that the water revenues will return the full reimbursable cost of the 
project within a 50-year period. 


USE OF PLANNING FUNDS 


No construction funds had been made available for the Solano proj 
ect prior to June 30, 1952. General Investigations Advance Planning 
Funds have been used in the studies for and the preparation of a 
Definite Plan report which was approved on February 24, 1953. A 
Soil Survey and Land Classification study was undertaken and 
on September 18, 1952, the Secretary of the Interior certified this 
study had been completed and that the project lands were susceptible 
to production of agricultural crops by irrigation. 


PROVISIONS OF CONFERENCE REPORT 


The initial appropriation of construction funds for the Solano 
project was made by the Interior Department Appropriation Act of 
1953. However, the availability of the funds was dependent upon 

determination to be made in accordance with a provision agreed 
to by both Houses in the Conference report which read as follows: 


Funds for Solano County project in California have been allowed with the un 
derstanding that they will not be used to initiate construction of the project 
until there is a determination as to whether or not the project is to be constructed 
is a unit of the Central Valley project. It is further understood that this 
determination is not to be made until all local interests have had an opportunity 
to be heard by the proper legislative committee with respect to the question of 
reauthorization of the project 


In pursuance of the requirements of the 1953 Appropriation Act, 
committees of both Houses considered all fac tors in connection with 
the start of construction of the Solano project, held extensive hear- 
ings, and adopted resolutions, the pertinent parts of which are ex- 
cerptod as follows: 
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From the Senate Joint Subcommittee on Appropri: tions and In 
terior and Insular Affairs, after extensive hearings in Sacramento, 

Calif., in November 1952 : 

It is the finding of this joint subcommittee that the construction of the project 
should proceed as presently authorized and not as a unit of the Central Valley 
project. It is recommended that all actions necessary to initiate construction 
of the project be taken at once by the proper officials, and that copies of this 
report be furnished to the Secretary of the Interior, Commissioner of Reclama 
tion, and the Director of the Bureau of the Budget. 

From the House Subcommittee on Interior and Insular Affairs afte1 
hearing proponents and opponents of the project in Washington: 

It is the finding of this committee that the construction of the Solano County 
project should proceed as authorized and not as a unit of the Central Valley 
project, and said Solano project is hereby reauthorized in accordance with the 
revised Definite Plan Report * * *. 

The House Subcommittee resolution provided that interest on do 
mestic water investment and amortization payments from the project 
shall be paid into the general fund of the Treasury and that copies of 
the House resolution be furnished concerned Government oflices. 

Copies of the resolutions are attached as exhibits B and C. In view 
of the resolutions and in consideration that all congressional require 
ments have been complied with, the Secretary of the Interior has in 
structed Reclamation to follow a program during the current fiscal 
year which will lead toward award of the prime construction contract 
for Monticello Dam and appurtenances early in fiscal year 1954. With 
the award of this contract work on appurtenant items such as ones 
will be sufficiently advanced during 1954 to permit full constructi 
evitien at the dam site by the close of the year. The proposed Be 

gram cloes not contempt: ite a budget estimate for the approprk ition of 
new funds in fiscal year 1954. With the initiation of construction in 
fiscal year 1954 the first water supply for the project facilities is 
scheduled to be made available in the spring of 1956, subject to appro- 
priations to carry forward the program. 

The project is designed to meet a critical shortage of water at im 
portant defense establishments and the municipal and industrial de 
mands of the cities of Vallejo, Benicia, Fairfield, and Suisun as well 
as to provide irrigation water in Solano County. Substantial develop- 
ments will be provided for flood control and recreation. Existing 
water supplies are inadequate to meet the municipal, industrial, agri 
cultural, and military needs of the area. These needs are increasing 
rapidly. The earliest possible completion of the project is necessary 
to alleviate this serious water shortage. 

The exhibits referred to are as follows: 


Exuisit A 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., May 4, 1953. 

Memorandum to: Secretary of the Interior. 
From: Fred G. Aandahl, Assistant Secretary, Water and Power. 
Subject: Solano County project, California 

I am bringing to your attention in one place the various developments in con- 
nection with the Solano County project, California, which was authorized by a 
finding of feasibility by former Secretary Krug, in 1948, and for which the Con- 
gress in the Interior appropriations bill for 1953 appropriated $3 million to begin 
construction. You will recall that in your letter of February 27, 1953 (copy 
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attached), to Chairman Poulson, of the House Irrigation and Reclamation Sub- 
committee, you stated your position respecting the finding of feasibility, but 
stated that construction would be initiated only after the requirements in the 
conference report on the appropriations bill had been resolved by the appropriate 
congressional committees. 

Following hearings in Caiifornia in November 1952 a joint subcommittee of 
the Senate Committee on Appropriations and the Senate Committee on Interior 
and Insular Affairs adopted a resolution recommending that construction of the 
Solano County project proceed as presently authorized and not as a unit of the 
Central Valley project. This resolution sets forth the conditions in the confer- 
ence report on the Interior appropriations bill for 1953. The House Committee on 
Interior and Insular Affairs, after extensive hearings, adopted an April 1 a 
resolution which, among other things, stated that “It is the finding of this com- 
mittee that construction of the Solano County project should proceed as author- 
ized.’ Copy of these resolutions are attached. 

On April 6 Senator William F. Knowland, of California, a member of the 
Appropriations Committee and a member of the Joint Subcommittee on the Solano 
County Proiect. advised vou by letter that. “These resolutions, in my opinion, 
constitute compliance with the requirements of the conference report * * *” 
referred to. The Senator adds that “It seems to me instructions could well be 
given to the Bureau of Reclamation to initiate construction.” 

I am advised by the Bureau of Reclamation that approximately $2,400,000 of 
the 1953 appropriation for the Solano project is available to initiate construction, 
Funds from the $8 million appropriation have been used for preparation of 
designs and specifications for Monticello Dam, the first unit of the project for 
which advertisements for bids can be issued shortly and a contract awarded in 
June. 

In the letter from Director Dodge of the Bureau of the Budget to you under 
date of April 17 it was stated: 

“Available funds for the Solano project appropriated in fiscal year 1953 will 
be used during 1953-54 and no supplemental requests will be submitted to the 
Congress for the project during this period.” 

In the light of the letter from the Director of the Budget, together with the 
action of the congressional committees, I recommend that I be directed to instruct 
the Bureau of Reclamation to proceed with construction on the Solano County 
project, with the admonition that available funds shall be programed so as not 
to require a supplemental request for appropriations. I also recommend that you 
sign the attached letters to Senator Knowland and Chairman Miller, of the House 
Committee on Interior and Insular Affairs, in response to their communications 
on the subject of the Solano County project. 

Frep G. AANDAHL, 
Assistant Secretary, Water and Power. 

I concur: 

Otts BEASLEY, 
Administrative Assistant Secretary. 

Approved May 13, 1953. 

Dovetas McKay, 
Secretary of the Interior. 


Exuisir B 


REPORT OF THE JOINT SUBCOMMITTEE OF THE SENATE COMMITTEE ON APPROPRIATIONS 
AND THE SENATE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS ON THE CON- 
STRUCTION OF THE SOLANO COUNTY PROJECT, CALIFORNTA 


Pursuant to the requirements of the reports of the Senate Committee on 
Appropriations and the conference report on the Interior Department appropria- 
tion bill, 1953, as hereinafter cited, the joint subcommittee appointed to determine 
whether the Solano County project should be constructed as a unit of the 
Central Valley project, submits the following report. 

In its report (p. 11, S. Rept. 1808, 82d Cong., 2d sess.) on the Interior Depart- 
ment appropriation bill, 1953, the Senate Committee on Appropriations stated: 

“The committee has included $3 million in the bill for the Solano County 
project, California. This project was authorized for construction by a finding of 
feasibility by the Secretary of the Interior. There are now pending before 
the appropriate House and Senate legislative committees bills which would 
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-eauthorize this project as a part of the Central Valley project. In approving 
funds in the 1958 bill, the committee does so with the understanding that they 
will not-be used -to initiate construction of the project until there is a determina- 
on as to whether or not the project is to be constvucted as a unit of the Central 
Valley project. By deferring construction until this is done the local interests 
will be afforded an opportunity to appear before the committees and make known 
their views m regard to the construction of this project. Pending that determina- 
tion, the funds are to be available only for the preparation of specifications for 
onstruction contracts.” 

In the conference report (p. 7, H. Rept. 2451, 82d Cong., 2d sess.) on the 
interior Department appropriation bill, 1953, it was agreed by the managers of 
oth Houses that 

“Funds for the Solano County project in California have been allowed with 
the understanding that they will not be used to initiate construction of the 
project until there is a determination as to whether or not the project is to be 

mstructed as a unit of the Central Valley project It is further understood 
that this determination is not to be made until all local interests have had an 
pportunity to be heard by the proper legislative committee with respect to the 
question of reauthorization of the project.” 

Subsequently, Senator Hayden, for the chairman of the Senate Committee on 
\ppropriations, appointed Senator Knowland, of California, and Senator Chavez, 

New Mexico, to act as members on a joint subcommittee to consider the 
evidence on the Solano County project matter and to make the required deter 
mination. Senator O’Mahoney, chairman of the Senate Committee on Interior 
and Insular Affairs named Senator Anderson, of New Mexico, Senator Cordon, 
of Oregon, and Senator Murray, of Montana, as members of the joint sub 
ommittee. 

A quorum of the joint subcommittee met on Friday and Saturday, November 
28 and 29, 1952, at Sacramento, Calif. Following a trip over the project area, 
the joint subcommittee heard all local witnesses who appeared both in favor of 
or opposed to the project or for or against any change in the authorization 
Attached hereto is the official record of the testimony and evidence presented 
at the hearings. 

Subsequent to the hearings, on January 21, 1953, the electorate of Napa County 
rejected by 5,068 noes to 3,984 yes votes a bond issue on the $3 million Coyote 
Dam bond issue. By this action, the people of Napa County have shown that 
they were not willing to take the necessary steps to provide for the storage of 
water in Putah Creek. From a practical standpoint this action eliminated the 
major official opposition which was presented to the committee 

It is the finding of the joint subcommittee that construction of the project 
should proceed as presently authorized and not as a unit of the Central Valley 
project. It is recommended that all actions necessary to initiate construction 
of the project be taken at once by the proper officials, and that copies of this 
report be furnished to the Secretary of the Interior, Commissioner of Reclama- 
tion, and the Director of the Bureau of the Budget. 

WILLIAM F. KNOWLAND, California, Chairman. 
DENNIS CHAVEZ, New Mexico 

Guy Corpon, Oregon 

JAMES Murray, Montana. 

CLINTON P. ANpeERSON, New Mewico. 


‘ 


EXHIBIT 
RESOLUTION 


Be it resolved by the Committee on Interior and Insular Affairs of the House 
of Representatives, That the conditions precedent to the initiation of construc- 
tion of the Solano County project, California, as set forth in the conference re- 
port (p. 7, H. Rept. 2451, 82d Cong., 2d sess.) on the Interior Department ap 
propriation bill, 1953, have been satisfied. It is the finding of this committee 
that construction of the Solano County project should proceed as authorized 
and not as a unit of the Central Valley project, and said Solano County project 
is hereby reauthorized in accordance with the revised defin plan report, Solano 


te 
project, California, dated December 15, 1952: Provided, That interest on the 
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domestic water investment at the firm rate of the cost of the money to the United 
States, as determined by the Secretary of the Treasury, plus amortization pay 
ments on the reimbursable funds advanced for. the project, shall be paid into 
the general fund of the Treasury each year as collected: be it further 

Resolved, That a copy of this resolution be furnished the chairman of th 
Senate Appropriations Committee, the chirman of the House Appropriations 
Committee, the Secretary of the Interior, the Commissioner of Reclamation 
and that a copy be included in the permanent records of the Committee on In 
terior and Insular Affairs, House of Representatives. 

Approved by the Committee on Interior and Insular Affairs of the 


Unite 
States House of Representatives, this Ist day of April 1953 


Attest: A. L. Mrurer, Chairman 
OrLANp T. Huyork, Chief Cleri 





COACHELLA DISTRIBUTION SYSTEM, CALIFORNIA 





Mr. Linewraver. Senator Knowland also asked us to make the 
record on the Coachella Valley County Water District’s distribution 
system of the All-American Canal project in southern Californi 

I am glad to be able to advise the committee that the problem of de 
livering water through facilities completed with funds appropriated 


by the Congress in fiscal year 1952 and fiscal year 1953 in excess of 


the $15,500,000 repayment obligation of the district s about to be 
resolved satisfactorily. We hope that before this record is printed we 
can submit a report to be included, with the permission of the commit 
tee, which will show that a memorandum of agreement has beer 
signed, between the district and the Department for the Bureau of 
Reclamation, which will insure the delivery of water through th 


lateral facilities of unit 9 presently completed and trie ugh those of 
unit 8 as rapidly as the latter are completed. 

(Mr. Lineweaver subsequently submitted the following statement 
for insertion in the record at this point :) 

The construction engineer of the Bureau of Reclamation at Coachella advised 


us by telephone on May 26, that the facilities of the Coachella distribution sys 
tem completed with funds appropriated by the Congress in excess of the $138 
500,000 repayment obligation had been turned over to the district for operation 
and maintenance and delivery of irrigation water as rapidly as lands were 
prepared to receive it. This action followed adoption of a resolution by the 
Coachella Board authorizing its president, Ted C. Buck, to execute a memoran 
dum of agreement with the Department of the Interior on behalf of the Bureau 
of Reclamation for the district to assume the cure, operatio 


¢ 


and maintenance 
remaining segments of the distribution system as rapidly as these are cor 
pleted 


The segments turned over to the district comprise the remainder of unit 9 
The same process will be followed as segments of unit S are 
now and March 1954 

The laterals turned over to the district May 26 are four in number, 50 miles 
in length, and will serve 9,600 acres as rapidly as water users are ready for 
irrigation. 

The memorandum of agreement had previously been executed by Assistant 
Secretary Aandahl and provides that the action taken in turning over the com 
pleted works and delivery of water is without prejudice to the interests of the 
United States or the district in connection with litigation referred to in my 
statement to the committee on May 20. The action in turning over the completed! 
works was along the line of a recommendation by the Bureau of Reclamation 
on September 15, 1952, through G. W. Lineweaver, Acting Commissioner of 
Reclamation, but was deferred pending clarification by the Department, which 
was done by Solicitor Davis’ memorandum referred to in my statement 


ompleted betwee 
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DEPARTMENTAL RECOMMENDATIONS 


Mr. LINEWEAVER. For the sake of the record and in view of the 
widespread criticism of the Bureau of Reclamation, I call the commit 
tee’s attention to the fact that, as Acting Commissioner of Reclama 
tion on September 15, 1952, I recommended (exhibit A) to the Secre 
tary of the Interior that water be delivered through the facilities as 
rapidly as they are ‘completed, pending the outcome of litigation con 
templated by provisos in the 1952 and 1953 Appropriation Acts. I 
interpreted that to be the intent of Congress in making the Coachella 
ippropriations in the fiscal year 1952 and 1953 acts. This recom 
mendation was in line with views written to the Secretary by Senators 
Hayden and Knowland (exhibit B). 


OPINION OF SOLICITOR 


On November 21, 1952, the then Solicitor of the Department- —~Mr. 
White—rendered an opinion (M-—36150) (inserted as exhibit C) that 
it would not be “legally proper” to deliver water through the facilities 
in question without at least a conditional supplemental repayment 
contract. This had the effect of nullifying the Lineweaver recom- 
mendation of September 15 at least for the time being. 

In the meantime, in accordance with the Coachella proviso in the 
1952 und 1953 Interior Department Appropriation Acts, the Depart 
ment of Justice, at the request of the Secretary of the Interior, had 
instituted litigation in the United States district court at Los Angeles 
to determine the lability of the Coachella District for expenditures 
to complete the distribution system in excess of the district’s obligation 
of $13,500,000 in a 1957 repayment contract. 


OPINION OF COUR 


On March 7 is 1953, Judge Harry e: Westover, \ ho heard the case, 
handed down a memorandum of opinion, copy of which is filed with 
the clerk, in which he concluded: 

Judgment will be made for the defendant; findings of fact and conclusions of 
law to be prepared by counsel for defendant in conformity herewith, for presenta 
tion to the court on or before April 25, 1953 
By subsequent order the latter date has been extended to June 1. In 
substance, the court’s opinion held that under the contract of Decem 
ber 22, 1947, between the United States and the Coachella Valley 
( ‘ounty Water District the United States was obligated to complete I he 
project distribution system as described in exhibit A attached to the 
contract, at a cost to the district not to exceed $13,500,000. 


HOUSE HLEARINGS 


At hearings before the House Interior Subcommittee on Approp! in 
tions on March 26 and 28, the Coachella water-delivery problem was 
presented (p. 1071, pt. III, House hearings) and all av ailable informa- 
tion presented, The Lineweaver recommendation, that water be deliv 
ered, of Septentber 15, 1952, the adverse opinion of the former Solici 
tor, the views of Senators Knowland and Hayden as to the intent of 
the Congress, and Judge Westover’s opinion were presented. As a 
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result, Chairman Jensen wrote Secretary McKay under date of A) 
24 (exhibit 3 concurring in the Hayden-Knowland view. 

On May 4, Assistant Secretary Aandahl by memorandum (exhibii 
KE) ll the new Solicitor of the Departme nt, Cla"ence A. Day 
for his views on the subject of delivering water. He set forth the w 
gency of action. 

On May 11, Socilitor Davis wrote Secretary Aandahl (exhibit F 
holding that the Bureau of Reclamation “can deliver water to the land 
of the water district, which can be served by the completed distrib 
tion works.” He added that such delivery should be without pre} 
dice to the positions of the parties in the litigation. 

Subsequently, on May 22, Solicitor Davis wrote Mr. Earl Redw 
attorney for the Coachella District (exhibit G). enclosing a copy of 
a memorandum of understanding (exhibit H) signed by Assista 
Secretary Aandahl on behalf of the Department and the Bureau o! 
Reclamation. He advised the district’s attorney that on the executio 
of the memorandum by the President of the Coachella Board, 
reclamation construction engineer would be instructéd to turn ov 
to the district for operation and maintenance and for delivery of 
water completed segments of unit 9 of the distribution system. A 
segments of unit 8 are completed, these will be treated similarly. TT) 
arrangement for turning over to the district these works for delivery 
of water to district lands specifically recognizes that such action shal 
be without prejudic e to either of the parties to the litigation. The D 
partment of Justice on May 22 (exhibit I) advised that that Depart 
ment has no objection to the execution of such memorandum of unde 
standing. 

Simultaneously, the reclamation construction engineer at Coachella, 
Calif., the regional director at Boulder City, Nev., and the regiona 
counsel at Los Angeles, Calif., were advised by teletype of the agre 
ment, and all concerned were instructed to facilitate the transfer and 
delivery of water to the Coachella lands as soon as the agreement wa 
executed by the district and a copy delivered to the construction eng 
neer (exhibit J). 

STATUS OF CONSTRUCTION 


The status of construction Coachella division, is as follows: 


SraTus OF CONSTRUCTION, COACHELLA DIVISTON, ALL-AMERICAN CANAL SYSTEM 
CALIFORNIA 


Funds in the full amount estimated to complete all remaining constructior 
the facilities presently authorized on the Coachella division of the All-America 
Canal system were provided by the Congress in the 1953 Interior Departmet 
Appropriation Act. These funds in the amount of $1,419,000 provided for com 
pletion of construction of part 2, unit 9 and unit 8 of the distribution system 
replacement of certain irrigation conduits under the Southern Pacific Railroad 
and construction of a permanent highway bridge for the Mecea-Blythe Highway 
across the Coachella main canal. An amount of $97,000 was scheduled for the 
railroad crossings ; and $260,000 was earmarked for the Mecca-Blythe Highway 
crossing, With the remainder allotted to the distribution system. With thes 
funds all construction work has progressed as scheduled with the exception of 
the highway bridge, which is being held in abeyance until the controversy betwee: 
the California State Highway Department and the local people regarding the 
future status of the highway is settled. It is expected that all work with the 
possible exception of the bridge can be completed substantially as scheduled. 

Of the distribution works remaining to be constructed as- reported to this 
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committee during the hearings a year ago, part 2 of unit 9 and the conduits under 
the Southern Pacific Railroad have been completed. A contract for part 1 of 
unit 8 was awarded on March 9, 1953, and it is expected that a contract for part 
2 to complete this unit will be awarded shortly. With award of this latter con 
tract, all remaining construction work on the Coachella division with the ex 
eption of the highway bridge, as mentioned, will be under way. As now 
scheduled all parts of the distribution system will be completed by the end of 
Mareh 1954; and, barring unforeseen circumstances, it is expected that the 
Bureau’s construction forces will be off the project by the end of fiscal year 1954 

Construction of the distribution works on units 1 to 7, inclusive, and part 1 
of unit 9 have been completed within the $13,500,000 limitation of the current 
repayment contract ; and the units have been turned over to the Coachella County 
Water District for operation and maintenance. Part 2 of unit 9, which ha 
recently been completed at a cost in excess of the $13,500,000 repayment limita 
tion, is currently being administered by the Bureau of Reclamation until the 
operational status of the system has been settled 

The Interior Department Appropriation Act, 1952 (65 Stat. 248, 258), which 
earried funds to be used in completion of construction of the Coachella division 
of the All-American Canal system, provided that: 

“* * * any suis thereof so expended in excess of the amount to be repaid under 
the existing contract between the Coachella Valley County Water District and 
the United States shall be repayable by said district to the United States unless 
said district shall be judicially determined by a court of competent jurisdiction 
to be not liable therefor.” 

The 1953 Appropriation Act (Public Law 470, 82d Cong.) appropriated, as 
mentioned, $1,419,000; and provided that such sums were to be expended “in 
accordance with the terms and conditions of the appropriation for the same 
purpose” contained in the 1952 act. 


ExuHipir A 


Unirep States DEPARTMENT OF THE INTERIOR, 
BuREAU OF RECLAMATION, 
Washington 25, D. C., September 15, 1952 


Memorandum to: Secretary of the Interior. 

From: Acting Commissioner, Bureau of Reclamation 

Subject: Completion of the Coachella District Distribution system, All-Americar 
Canal project. 

We propose for your signature the attached letter addressed to Senator Hayden 
responsive to his letter indicating his view that pending the outcome of litigation 
with the Coachella Valley County Water District there should be promptly p 
into use for the delivery of water those laterals and related facilities of the 
Coachella distribution system which are completed at a cost in excess of the 
$13,500,000 limitation of the 1947 contract with the district. 

Such action would not be compatible with instructions to the Bureau of 
Reclamation contained in your memorandum of November 21, 1951, on this 
subject, which is quoted in part as follows: 

“* * * Unless the court should determine that the Government is obligated by 
the 1947 contract to complete the distribution system regardless of amount of 
expenditure required therefor in excess of the maximum amount of $13,500,000 
for which the Coachella Valley County Water District has an obligation for re 
payment under that contract so as, in effect, to make part or all of the cost of the 
remaining distribution works nonreimbursable, you are not to make available for 
delivery of water the portion of the works which shall have been constructed 
at a cost in excess of existing repayment contract coverage, until a satisfactory 
supplemental repayment contract with the district for the reimbursable costs 
has been validated.” 

Subsequently, however, the Comptroller General, in a decision dated December 
7, 1951 (B-106038), advised you that, in enacting the fiscal year 1952 Appropria 
tion Act provision regarding reimbursability of construction costs and its de 
pendence on a judicial determination, Congress intended that the distribution 
system should be completed at the earliest possible date and that expenditures 
are authorized to be made without first securing a supplemental contract 
Thereafter the Attorney General initiated proceedings for the judicial determir 
tion spoken of in the appropriation provision. At the time of your November 
21, 1951, instructions to the Bureau considerable doubt existed that the Depa 
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ment of Justice would conclude that such an action would lie against the district 
and if so that such action should be instituted by the United States. 

Moreover, since enactment of the fiscal year 1952 appropriation provision 
regarding reimbursability of expenditures and judicial determination, as em- 
phasized in Senator Hayden’s letter, in the fiscal year 1953 act the Congress 
knowing the suit against the district was before the court, appropriated addi- 
tional funds for the completion of the project on the same conditions as those 
provided in the fiscal year 1952 act. 

These developments for the most part have occurred since your November 
21, 1951, instructions. It seems reasonable to conclude from these actions that 
the intent of the Congress was not to have construction of the system pushed 
to prompt completion only to lie idle during the indefinite period of the pendency 
of the litigation. Rather there seems to be implicit in such actions the inten- 
tion that the works as completed also be promptly put into use for the purposes 
for which they are being built. 

We believe the Bureau should proceed expeditiously to work out arrangements 
whereby those portions of the distribution system completed at a cost in excess 
of $13,500,000 may be utilized for delivery of water on an interim basis pending 
the outcome of the present litigation. Preferably, such arrangements should 
provide for the operation of the works in question by the Bureau on the condition 
that the Coachella Valley County Water District advance to the Burean funds 
for the operation and maintenance of such works. If this procedure should 
prove impracticable, we would endeavor to develop alternative means by which 
operation of the works in question may be accomplished until their ultimate 
status is established. Such interim use of the work in question should, of course, 
cease, unless, and until there shall have been executed a supplemental repay 
ment contract covering expenditures in excess of the $13,500,000 existing re- 
payment contract coverage, in the event that the pending litigation should 
culminate in a decision adverse to the district’s contentions. 

It is, therefore, recommended that you indicate your approval below of the 
modification accordingly of the second paragraph of your memorandum of 
November 21, 1951. It is also recommended that you sign the attached letter 
to Senator Hayden which would advise him of the action proposed to be taken 
as outlined above. 

G. W. LINEWEAVER, 


icting Conmumissioner. 
Approved: 


Secretary of the Interior. 


Exureit B 





Unirep States SENATE, 
COMMITTEE ON APPROPRIATIONS, 
January 21, 1953 
The Honorable Dovetas McKay, 
Secretary of the Interior, 
Department of the Interior, Washington 25, D. C. 
Dear Mr. SecreTary: In connection with our letters to the former Secretary 
n regard to placing certain completed facilities of the Coachella distribution 

system into operation for the delivery of irrigation water, it is our understanding 
that the Solicitor of the Department has raised a question as to the authority 
to deliver water without coverage by a repayment contract. Our view, as stated 
in our letters, is that the Congress by the provisos in the Interior Appropriation 
Acts of 1952 and 1953 intended that the facilities were to be completed and 
placed in operation pending court decisions as to the liability of the district for 
expenditures beyond the present repayment contract coverage. 

However, since the question has been raised as to the authority of the Depart- 
ment to deliver water under the circumstances, this letter is to advise vou that 
we feel that water deliveries should be made pending decision by the courts 
which was the clear congressional intent. 

Sincerely yours, 
WiitiaAmM F. KNowLaNnp. 
Cart Haypen, 
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Exu1siT C 
NOVEMBER 21, 1952 
DELIVERY OF WATER FROM COMPLETED WORKS IN COACHELLA VALLEY 

Coachella distribution system, repayment contract, delivery of water: Pend 
ing the outcome of litigation to determine the relative obligations of the United 
States and the Coachella Valley County Water District under repayment con 
tract No. Iir—-781 Supplemental, dated December 22, 1947, it would not be legally 
proper to deliver water to the district through facilities constructed at a cos 
in excess of the present $18,500,000 repayment obligation of the district, unless 
the district agrees to repay such excess costs if, and only if, the Government pre 
vails in the pending suit. 


DEPARTMENT OF THE INTERIOR, 
(OFFICE O} SOL 


Washington 20, dD. ¢ . Vovembe 


Memorandum to: The Secretary. 
From: The Solicitor. 
Subject: Delivery of water from completed works in Coachella Valley 
This is in response to a memorandum from the Acting Secretary dated Oc 
tober 2, 1952, requesting my views as to whether water may legally be de 
to the Coachella Valley County Water District by { 
structed by the Government at a cost in excess ot 
payment cbligation of the district. 
The question arises with respec init 9 and 
Coachelia distribution system, which are being « 
available in the Interior Department Appro| 
136, 82d Cong.), by an item reading as lows 
“Not to exceed $2,783,000 I 
and rehabilitation, Bureau of Ret 
of construction of the Coachella 
soulder Canyon project: Provided, 
cess of the amount required to be re 
Coachella Valley County Water Distri 
payable by said district to the United 
judicially determined by a court of compe 
therefor.” ’ 
This item in the act resulted from a controvers) 
trict anc the Bureau of Reclamation as to the interp: 
liabilities of the district and the United States under 
Ilr-781 Supplemental, dated December 22, 1947. 
According to the district’s interpretation, the | 
of a total repayment by the district of $13,500,000, o 
to the availability of appropriations) to construct 
tem shown on exhibit A attached to the contr: 
and 9. 
The Bureau of Reclamation, on the other hand, co 
ment’s obligation was only to expend, towar 
$13,500,000 which the district had specifically 
contract, and that the additional amounts, over and 
to build unit 9 and to complete unit 8 could not be « 
of a supplementary contract binding t 
amounts. The Bureau's posit 
the Boulder Canyon Project A¢ 
follows: 
“Before any money is appropriated for the construction o 
appurtenant structures to connect the Laguna Dam with i 
chella Valleys in California, or any construction work is done upon 
or contracted for, the Secretary of the Interior shall make provision for 
by contract or otherwise, adequate in his judgment to ins! 
penses of construction, operation, and maintenance of said main canal and 
purtenant structures in the manner provided in the reclamation law.” 


1The 1953 appropriation act (Public Law 470, 82d Cong.) appropriated an add 
$1,419,000 to be expended for completion of construction of the Coachella divisior 
accordance with the terms and conditions of the appropriation for the same purpose 
tained in the 1952 act. 
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It is clear that the 1952 appropriation item, insofar as construction of the 
Coachella distribution system is concerned, changed this requirement in the 
Boulder Canyon Project Act, at least to the extent of appropriating additional! 
funds and directing * the completion of construction without requiring the prion 
execution by the district of a further agreement to repay the costs of such cot 
struction in excess of $13,500,000. Pursuant to this directive from the Congress 
construction is nearing completion, and a suit to determine the respective rights 
and liabilities of the parties is now pending in the United States District Court 
for the Southern District of California. 

Section 46 of the Omnibus Adjustment Act of May 25, 1926 (43 U.S. C., 1946 
ed., sec. 423e)—to which the Boulder Canyon Project Act is supplementary, except 
as therein provided—specifically prohibits the delivery of water, upon the com 
pletion of the construction of a new project or a new division of a project, prior 
to the execution of a contract providing for the payment of the cost of construct 
ine the works. Subsection (d) of section 9 of the Reclamation Project Act, 1939 
(483 U. S. C., 1946 ed. see. 387 (d)), likewise prohibits the delivery of water for 


the irrigation of lands in connection with any new project, new division of a proj 








ect, or supplemental works on a project, until after a contracting district has 
entered into a repayment contract with the United States in a form satisfactory 
to the Secretary 

Therefore, unless the law has been changed as to Coacl 


ella by the appropriation 
item quoted above, it would be illegal for the Secretary of the Interior to deliver 
writer through units 8 and 9 of the Coachella distribution system pending the 


execution of a supplementary contract covering the costs of constructing these 
" 








T ts 
The appropriation item does not expressly relieve the Secretary of the Interior 
from the statutory prohibitions against the delivery of water until a contract 
has been executed covering the costs of constructing the facilities through 
which the water is delivered Moreover, the hearings, reports, and debates ‘ 
antecedent to the passage of the 1952 and 1955 Appropriation Acts show that the 
attention of the legislators was directed to the completion of construction, and 
that the legislative history is devoid of anv indication that Congress considered 
in any manner the question of utilization of the structures, once they were com- 
pleted, while the scope of the present repayment contract is in litigation. In 
fact, the primary need for haste mentioned by representatives of the district was 
stated to be t e increa ec ¢ Osts ¢ f ck lav. 

Accordingly, I am of the opinion that, pending the outcome of the litigation, 
it would be improper from the legal standpoint to deliver water to the Coachella 
Valley County Irrigation District through facilities constructed at a cost in excess 
of the present $13,500,000 repayment obligation of the district, unless the Depart- 

nt first obtains assurance from the district that it will repay the excess costs 
if the final outcome of the litigation is adverse to the district. 

The conclusion that I have reached does not mean that the structures must 
stand idle until a final judgment is handed down defining the respective obliga- 
tions of the Government and the district under the present repayment contract 
In my opinion, the statutory provisions that make delivery of water dependent 
upon the existence of a repayment contract would be satisfied, 
if the BDurean of Reclamation and the 
tra 
district wou'd be obligated to repay 


in this instance 
district entered into a supplementary con 
t covering the additional costs of the works involved here, under which the 
such costs if, and only if, the Government 
prevails in the pending suit. Under such an arrangement, the district would, 
before water is delivered, have agreed to repay such additional costs of construc 






21In decision B-106028. dated Decer 


nber 7, 1951, the Comptroller General interpreted the 
appropriation item as evidencing an intention by Congress that the Coachella distribution 
system should be completed at the earliest possible date and that the question as to the 
extent of the obligations created under the existing contract should be left for subsequent 
determination by a court of competent jurisdiction. 

In leacies n A orn ad 1 Te ‘ombor G 19 













. the Comptroller General took the posi 
tion that. inasmuch as an appeal had been filed by the Coachella County Valley Water 
District from a decision of the lower court validating a contract dated December 1. 1922 
with the Imperial Irrigation District for the construction of the All-American Canal, no 


funds could be expended for construction of the canal until the contract had been found to 
be valid by the court of last resort 





‘TT. Rept. No. 389, S. Rept. No. 499. H. Rept. No. 775, 82d Cong., 1st sess.: hearings 

before the ubcommittee of the Committee on Appropriations, House of Representatives 

Cong., Ist sess., on Interior Department Appropriations for 1952, pp. 443-446 : hearings 
hefor as committee of the Com 


mittee on Appropriations, U. S. Senate. 824 Cong.. 1st 
H. Rept. No. 1628, S. Rept. No. 1808, H. Rept. No 


hearings on the Interior Department Appropriations for 
1953, pp. 844-854; Senate hearings on H. R. 7176, pp. 668-676, 


H. R. 3790. pp. 1335-1 


2451, 82d Cong., 2d sess House 
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tion as the courts might hold that the Government is not bound to bear under the 
present contract. On the other hand, a decision by the courts that the Govern 
ment is bound, under the present contract, to bear the additional costs of con 
struction would of necessity mean that delivers * water to the district could 
continue without requiring any fi rther payment 0 r and avove the $13,500,000 
previously mentioned. 

MASsTIN G. WHITE, Solicitor 


Exuisit D 


House OF REPRESENTATIVES, 
COMMITTEE ON APPROPRIATIONS, 
Washington D. C., April 24, 1958. 
Hon. Dovetas McKay, 
Secretary of the Interior, 
Department of the Interior, Washington, D. C. 


DEAR Mr, SECRETARY: At the hearings on the Interior appropriations bill on 
March 25, there was discussion on the subject of delivering water through 
facilities of the Coachella Valley County Water District’s distribution system 
constructed with funds appropriated under provisos in Interior Appropriation 
Acts for fiscal year 1952 and fiscal year 1953. The provisos stated that the funds 
should be repayable by the district ‘unless said district shall be judicially de 
termined by a court of competent jurisdiction to be not liable therefor.” The 
question came up in connection with presentation of a memorandum opinion by 
Judge Westover in the United States district court at Los Angeles in the case 
of the United States v. the Coachella District. 

Judge Westover held for the Coachella District in the opinion, but no formal 
order will be entered until after April 25 when the district is to submit findings 
of law and fact. 

In the light of Judge Westover’s opinion and all of the circumstances sur 


rounding this case, which have been spread on the record, it was the unanimous 


‘ 
view of this subcommittee that the Bureau of Reclamation should be instructed 


to deliver irrigation water through the facilities in question as rapidly as same 
are completed under appropriate operation and maintenance arrangements with 
this district. The view of the House committee coincides with that expressed 
in a joint letter to you under date of January 21 from Senators Knowland and 
Hayden, of the Senate Appropriations Committee, that ‘our view, as stated in 
our letters, is that the Congress by the provisos in the Interior Appropriation 
Acts of 1952 and 1953 intended that the facilities were to be completed and placed 
in operation pending court decisions as to the liability of the district for expendi 
tures beyond the present repayment contract coverage.” Senators Knowland 
and Hayden in previous separate letters to Secretary Chapman had expressed 
the same view 

Should the Department so desire, it is suggested that the Coachella District 
might be advised that the delivery of water through the facilities in question 
would be without prejudice to the interests of the United States or the district 
in the event an appeal should be taken from Judge Westover’s decision. 

Sincerely yours, 
BEN F. JENSEN, M. C 


EXHIBIT E 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., May 4, 1953 
Memorandum. 
To: The Solicitor. 
From: Assistant Secretary Aandahl. 
Subject : Delivery of water from certain newly completed works of the distribu 
tion system, Coachella Division, All-American Canal system 

I am much concerned with the propriety of the Bureau of Reclamation with 
holding temporary delivery of water through the recently completed works of 
the Coachella distribution system. The works so completed are designed and 
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eapable of serving about 2,400 acres of land situated under that part, of the 
system described as part 2 of unit 9. Except for part 2 of unit 9 and unit 8 
which will be completed next March, all other parts of the distribution system 
have been completed within the $13,500,000 repayment contract ceiling and are 
now serving water. 

The lands under part 2 of unit 9 are ready for water, the 1953 irrigation season 
is under way, members of both the Senate and House Appropriations Com 
mittees have urged the Bureau and the Department that the Congress intended 
use of the recently completed works for temporary delivery of water on a basis 
that will not prejudice the outcome of current litigation pending its final 
conclusion. 

I am informed that a stipulation along these lines and temporary arrange- 
ments for water delivery pending outcome of the litigation could likely be 
brought about promptly between the Government and the district. I am also 
informed that the former Solicitor of the Department, on November 21, 1952, 
took the view that the Congress in directing prompt completion of the distribu- 
tion system had neither expressly nor impliedly waived certain provisions of 
the reclamation laws regarding delivery of water without a repayment contract. 
From this I gather that it was the Solicitor’s view that the Congress intended 
early completion of the system but that its use was not intended absent at least 
a condition supplemental repayment contract pending a final determination of 
the litigation. I have some difficulty as a layman in recognizing this as the 
intent of Congress. Particularly is this so in the light of what appears to be 
a direction of the Congress to complete the system and let repayment abide 
the outcome of litigation. I am informed this litigation presently stands on an 
opinion (awaiting findings of fact and judgment) adverse to the Government and 
that may not be completed short of 2 or 3 years if it is determined to appeal. 

rhe urgency of a position on this matter is indicated by the recent letter from 
Congressman Jensen. It will surely be raised when the Bureau and depart 
mental representatives go before the Senate committee next week. In the 
circumstances please consider the attached materials bearing principally on this 
problem furnished to me by Reclamation as a possible basis for modification of 
the former Solicitor’s opinion to allow temporary water service pending con 
clusion of the litigation. I, of course, have in mind appropriate stipulations 
against prejudice to the litigation and an arrangement that would recognize the 
temporary character of water delivery if the ultimate court decision should 
favor the Government. 

Briefly outlined, these materials are: 

1. The Interior Department Appropriation Act, 1952 (65 Stat. 248, 258), is ap 
pended as attachment A. This act contained the item which required an amount 
not to exceed $2,783,000 be expended for completion of the Coachella distribu 
tion system. It also provided that such expenditures were to be repaid by the 
district, unless as a result of the judicial determination of a certain issue the 
district should be rendered not liable therefor. 

‘he Interior Department Appropriation Act, 1953 (Public Law 470, 82d Cong.), 
appropriated an additional $1,419,000 to be expended for completion of construc- 
tion of the Coachella Division “in accordance with the terms and conditions of 
the appropriation for the same purpose” contained in the 1952 Appropriation Act. 

2. Memorandum dated November 21, 1951, from the Secretary to the Commis- 
sioner of Reclamation, appended as attachment B. This instructed the Com 
missioner to proceed with construction of the distribution system unless the 
Comptroller General should hold that funds were not available under the ap- 
propriation item without prior additional agreements between the United States 
and the district. It further instructed the Commissioner that works built with 
funds in excess of the district’s repayment obligation should not be made avail- 
ible for delivery of water, until a satisfactory supplemental repayment contract 
with the district for the reimbursable costs had been effected. 

3. Comptroller General’s Decision B—106038, dated December 7, 1951, is ap- 
pended as attachment C. Here the Secretary was advised that Congress intended 
the distribution system should be completed at the earliest possible date and that 
expenditures were authorized to be made without first securing a supplemental 
repayment contract. 

4. Letter from Senator Hayden to the Secretary, dated September 3, 1952, is 
appended as attachment D. This letter stated that there could be no reason why 
all completed works of the system could not be put in operation pending the out- 
come of the litigation. 
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5. Letter from Senator Knowland to the Secretary, dated Nove1 
appended as attachment E. This letter indicated the Senator's 
the view expressed in Senator Hayden’s letter of September 3 


1 


6. Solicitor’s opinion M-86150, dated November 21, 1952, is appended as 
tachment F. Here the principal issue was the intent of Congress in the 1952 : 
propriation item. This opinion held that it would not be legally proper to 
liver water to lands within the Coachella Valley ty Water District fron 
portions of the distribution system constructed at ¢ ost greater than the 


trict’s present $13,500,000 repayment obligation to 1 Inited States under the 


contract of December 22, 1947, unless the district should agree to repay such ex 
cess costs if the United States should prevail in the pending litigation 


7. Joint letter from Senators Knowland and Hayden to Secretary McKay, 
dated January 21, 1953, is appended as attachment G. This letter reiterated th 


é 
+} 
i 


let ] | 


view of the Senators as expressed in their earlier letters, and concluded w 
the statement that the Senators felt that it was the clear intent of Congress that 


i 


water deliveries should be made pending the outcome of the litigation 

8 Memorandum of opinion of Judge Harry C. Westover, District Court of tne 
United States, Southern District of California, in suit entitled United States 
Coachella Valley County Water District, filed March 12, 1953, is appended as 
tachment H. The court stated that judgment would be for the defendant 
Government being restricted to the terms of its contrac f Dec 
which provided that in no circumstances should the cost of the distribu 
to the district exceed $13,500,000. 

9. Letter from Congressman Jensen to Secretary McKay, dated April 24, 1953, 
is appended as attachment I. This letter stated that in the light of the whole 
record it was the unanimous view of the House Subcommittee on Appropriations 
that the Bureau of Reclamation should be instructed to deliver water as the 
facilities were completed, with, however, the assurance that any interim delivery 
of water would not prejudice the interests of either party to the litigation. 

In summary, if legally per ssible, Reclamation’s inistrative views, much 
like mine, boil down to a position that favors i i , 
part 2 of unit 9, now completed, and like delivet 
next Magwch. Theirs is a vie that argues 
relations pre n of wi ding temporé 
has direc | t f 
fication of the ‘mber 21, 1 pinion 
helieve it reasonable to cone 
that when Congress directed prompt comple 
intended that it be put as completed pe lin t » of the liti 
Second, a withholdi: f vse \ t tl n 1 Sta tensive 
for damages if water is witl kk i a ou cision and the appellate 
process, if invoked fil s th ad isik f 1 district int With respect 
both of these points it can b ireu e 1 on item does 
quire the interpretation 
quences to flow from its 
water (with appropriate sa 
ests of the United States. 


and Power 


The Interior Department Appropriation Act, 1952 (65 Stat. 248, 258), provides 
under the heading ‘“‘Administrative provisions” relati th sureau of Recla 
mation, as follows: 

“Not to exceed $2,783,000 of the appropriation herein made for ‘Construction 
and rehabilitation, Bureau of Reclamation’ shall be expended for completion of 
construction of the Coachella division of the All-American Canal system, Boulder 
Canyon project: Provided, That any sums thereof so expend: X¢ : of the 
amount required to be repaid under the existing contract l ‘oachella 
Valley County Water District and the United Staes sl e repay: ! said 
district to the United States unless said district shall be judicially ‘termined 


by a court of competent jurisdiction to be not liable therefor.’ 
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Untrep STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., November 21, 1951. 
Memorandum. 
To: Commissioner, Bureau of Reclamation. 
From: The Secretary. 
Subject: Completion of the Coachella District distribution system, All American 
Canal project. 

I have reviewed the problems and the history connected with completion of 
the Coachella distribution system ia California over the past 3 years in the light 
of the action of the Congress and the reports of the committees, in connection 
with enactment of the Interior Department Appropriation Act for 1952 (Public 
Law 136, 82d Cong., 1st sess.). I instruct the Bureau of Reclamation to proceed 
with expenditure of funds appropriated in that act toward completing the con 
struction of the Coachella project distribution system, provided the question 
which is being raised with the Comptroller General regarding that appropriation 
is answered in such a manner as to make funds available for expenditure without 
prior additional agreements hetween Reclamation and the Coachella Valley 
County Water District. 

Concurrently, efforts should be made by you through the Solicitor to have the 
determination made by the courts that was anticipated in the appropriation 
language. Unless the court should determine that the Government is obligated 
by the 1947 contract to complete the distribution system regardless of amount of 
expenditure required therefor in excess of the maximum amount of $13.500,000 
for which the Coachella Valley County Water District has an obligation for 
repayment under that contract so as, in effect, to make part or all of the cost of 
the remaining distribution works nonreimbursable, you are not to make available 
for delivery of water the portion of the works which shall have been constructed 
at a cost in excess of existing repayment contract with the district for the re- 
imbursable costs has been validated. 

Oscar L. CHAPMAN, 
Secretary of the Interior. 


EXHIBIT F 


UNrteD STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SOLICTTOR, 
Washington 25, D. C., May 11, 19538. 


Memorandum. 
To: Assistant Secretary Aandahl. 
From: The Solicitor. 
Subject: Delivery of water from certain newly completed works of the dis- 
tribution system, Coachella division, All-American Canal System. 

Reference is made to your May 4, 1958, memorandum. The Congress, by the 
proviso in the Interior Department Appropriation Act, 1952 (65 Stat. 248, 258), 
and by the restating of the proviso by reference in the Interior Department Ap- 
propriation Act, 1953 (Public Law 480, 82d Cong.), recognized that the Coachella 
Valley County Water District’s indebtedness to the United States in an amount 
greater than $13,500,000 is disputed and unliquidated, and the Congress directed 
that the precise amount of the water district’s indebtedness to the United States 
be determined by litigation. Until the litigation has been concluded, neither 
the United States nor the water district is in a position to make a contract in 
respect of the indebtedness, because the amount of the indebtedness is indefinite 

Recornizing, then, that the more pervasive purpose of the proviso is to com- 
plete the irrigation water distribution works so that water can be applied to 
the beneficial use of irrigating the district’s lands, it is permissible in construing 
the proviso in its relation to section 46 of the Omnibus Adjustment Act of May 
25, 1926 (43 U. 8. C., 1946 ed., sec. 423 (e)), to consider what Congress would 
have done, had it foreseen and faced the possible conflict in the two enactments, 
It is believed that the Congress, as to the water district, would have suspended 
the operation of section 46 of the 1926 act until the final conclusion of the litiga- 
tion which it directed to determine the precise amount of the district’s legal 
obligation to the United States for expenditures made by the United States 
for the benefit of the District under the Federal reclamation laws. 

Accordingly, you are advised that the Bureau of Reclamation can deliver 
water to the lands of the water district, which can be served by the completed 
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distribution works. Such delivery, of course, should be without prejudice to 
the positions of the parties in United States of America v. Coachella Valley 
County Water District, District Court of the United States, Southern District of 
California. Counsel to the Bureau will prepare an appropriate stipulation to 
that effect and perhaps a supplemental memorandum, which will keep the record 
clear so far as the litigation is concerned. 

C:U.ARED \. Davis. Solicitor 


ExHisit G 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SOI 
Wusl ton, D. ¢ 
EARL REDWINE, Esq., 
Security Title Insurance Building, 
38610 Eighth Street, Riverside, Calif. 

DeAR Mr. REDWINE: Following our telephone conversation of yesterday, I have 
had retyped the memorandum which I read to you over the telephone, and which 
seems to me to be a reasonably adequate expression of our understanding. There 
are three copies enclosed, already executed by Assistant Secretary Aandahl, who, 
as you know, is the Assistant Secretary for Water and Power. 

Following further with our conversation, if you will have a proper resolution 
passed by the Board of Directors of the District, authorizing the President to 
execute these documents, and will have them executed and dated, sending one 
copy to us and one to Reclamation’s Construction Engineer Van Loo at Coachella, 
who will be instructed on receipt to make transfer of completed works as con 
templated in the memorandum, I think the matter will be under control, at least 
temporarily, as far as we are concerned. 

Sincerely yours, 
CLARENCE A. Davis, Solicitor. 

Enclosures (3) 

Copy to: Recla., Chief Counsel, Chief Engineer Van Loo, Coachella, Calif 


ExuHipit H 


UNITED STATES DEPARTMENT OF THE INTERIOR, WASHINGTON MEMORANDUM OF UNDER- 
STANDING BETWEEN THE UNITED STATES AND THE COACHELLA VALLEY COUNTY 
WATER DISTRICT 


Whereas, part 2 of construction unit No. 9 of the distribution system, Coachella 
division, All-American Canal system, has been completed and is ready for use; 
and it is contemplated that construction unit No. 8 will be completed and ready 
for use in the spring of 1954; and 

Whereas, the respective legal rights of the United States and the Coachella 
Valley County Water District are in dispute between the parties; and 

Whereas, it is recognized as highly desirable by both parties that during the 
pendency of any legal controversies between the parties that the completed 
works of the distribution system should be put to use for the delivery of water 
to the lands of the district, and it is recognized that no legal controversies be- 
tween the parties should occasion delay in the delivery of water to the lands of 
the district ; and in order to prevent any such delays which mizht result from the 
continuation of legal controversies between the parties, the parties respectfully 
evidence the following understanding between them: 

1. The care, operation and maintenance of part 2 of construction unit No. 9 of 
the distribution works will be transferred to the district promptly after execu- 
tion of this memorandum of understanding. Upon notice to the district by the 
Secretary of the Interior or his authorized representative that the works identi- 
fied as part 1 of construction unit No. 8 have been completed and are ready for 
use, the care, operation, and maintenance of the said works will be transferred 
to the district. Upon like notice, the care, operation, and maintenance of the 
works comprising part 2 of construction unit No. 8 will be transferred to the 
district. 

When assumed by the district, the care, operation, and maintenance of the 
aforesaid works shall be governed in all respects by the provisions of the con- 
tract of December 22, 1947, between the United States and the district. 
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2. It is understood between the parties that the transfer of the above-described 
units of the distribution works of the said district or the delivery of water 
thereto by the United States shall not in any manner prejudice the legal rights 
of either the district or the United States, and that such rights of either party 
may be asserted as fully and completely as if the said works had not been trans- 
ferred or water had not been delivered. 
Dated this — day of May 1953. 
CoacHELLA VALLEY County Water District, 
BFrt .. a aeninny £VORGORE, 
As Authorized by its Board of Directors. 
THE UNITED STATES OF AMERICA, 
By Frep G. AANDAHL, 
issistant Secretary of the Interior. 


ExHrsiT I 
DEPARTMENT OF JUSTICE, 
Washington 25, D. C., May 22, 1953. 
CLARENCE A. DAvis, 
Solicitor, Department of the Interior, 
Washington 25, D. C. 

Dear Mr. DAvis: (This will acknowledge your letter of May 22, 1953, relative 
to the action entitled United States v. Coachella Valley County Water District, 
No. 14,047-HW, in the United States District Court for the Southern District 
of California, Central Division. 

The proposed memorandum of understanding submitted with your letter under 
acknowledgment has been examined and this Department has no objection to its 
execution. 

Sincerely, 
J. Epwarp WILLIAMS, 
Acting Assistant Attorney General. 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
Washington, D. C., May 22, 19538. 

To: Regional director, Boulder City, Nev. 

Construction engineer, Coachella, Calif. 

Regional counsel, Los Angeles, Calif. 
Subject: Delivery of water from completed works, Coachella distribution sys- 

tem—All-American Canal, 

Interior Department Solicitor Clarence Davis today airmailed special delivery 
to Redwine at Riverside, Calif., copies of memorandum of understanding be- 
tween United States and Coachella Valley County Water District. This memo- 
ranium of understanding has been signed by Assistant Secretary Aandahl on 
behalf of Department and Bureau of Reclamation. It provides that on adoption 
of resolution by Coachella board and execution of agreement by its president, the 
construction engineer of Coachella system is instructed to transfer works com- 
prising part 2, unit 9, to district for operation and maintenance and immediate 
delivery of water. Memorandum provides for like action on completion of unit 
5 segments. 

Upon execution of agreement by district and delivery to Van Loo of executed 
copy, to be forwarded here, regional director and construction engineer are in- 
structed to effect above actions immediately. Arrangements should be made to 
carry out these instructions with district’s general manager in anticipation of 
completion of agreement on May 25 or 26. Construction engineer is requested 
to advise undersigned promptly by telephone, confirming by teletype. when 
board has acted, of arrangements for transfer of works, when actual transfer 
s made, and when delivery of water is to begin. 

Copies of communications referred to are being airmailed recipients of this 
eletype. 

For your information, Department of Justice advised Solicitor Davis by letter 
today there was no objection on part of that Department to execution of agree- 
ment and transfer of works which is without prejudice to rights of either party. 

G. W. LINEWEAVER, 
Assistant Commissioner. 
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SavacE Rapips Dam, Grants Pass IrriGatrion District, OREGON 
RESTORATION REQUESTED 


Mr. LineweaAver. Senator Cordon requested that we submit a state- 
ment on the progress of emergency rehabilitation of Savage Rapids 
Dam, Grants Pass Irrigation District. on the Rogue River in Oregon, 
for which $700,000 was appropriated in the fiscal year 1953 Interior 
Department Appropriation Act. 

Restoration of $9,532 of carryover funds for the Savage Rapids 
Dam eliminated by the House is requested to restore a total program 
of $71,470 for fiscal year 1954. 

A contract for rehabilitation of Savage Rapids Dam was awarded 
March 9, 1953, and the contractor started work on the upstream cof 
ferdam M: rel 19. Bids were opened March 12 for furnishing crest- 
gates, and departmental approval to award the contract was obtained 
M: iy 15. A contract for cableway towers was aw are led Mareh 10. All 
major contracts have been awarded and construction is scheduled for 
completion April 1, 1954. If the con trac tor fails to complete the 
on that date it will be his responsibility to maintain the reservoir at 
a maximum elevation of 964 during the 1954 or any subsequent irri 
gation seasons until the work is completed. 


ESTIMATED COST 


The total estimated cost of the rehabilitation is held within the 
$700,000 appropriation including contingencies and reservations for 
unforeseen circumstances. At the end of April the face value of the 
contracts awarded was $389,760 and the total expenditures were $91,- 
354, or 13 percent complete. 

Indications are that there m: iy be approximately $70,000 to $75,000 
available from appropriated funds when the rehabilitation of the dam 
is completed. 

REPAYMENT CONTRACT 


The Grants Pass Irrigation District executed a repayment contract 
for a total of $850,000 over a period of 55 years for the return of the 
$700,000 appropriated in fiscal year 1953 and for possible additional 
funds that might be requested to comp lete the rehabilitation of the 
district’s facilities. No assurances were given the district that addi- 
tional appropriations would be requested by the Bureau of 
Reclamation. 

In connection with the rehabilitation of Savage Rapids Dam, the 
installation of fish-protective facilities has been requested by ae 
Oregon State Game and Fish Commission and the Fish and Wildlif 
Service of the Department of the Interior. The Grants Pass Irriga 
tion District has declined to include installation of the fish protective 
facilities within its repayment obligation. 

A hydraulic-driven pumping plant at the right end of Savage Rap 
Dam, which pumps water for irrigation into a canal on the right bank, 
has been operated without a fishery protective device for approxi 
mately 30 years. The Oregon State Game Commission installed and 
operated a fish screen at this point in the early twenties but it proved 
to be unsuccessful and was removed after being in service less than 
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one irrigation season. In recent years the State game commission 
has endeavored to have the Grants Pass Irrigation District install 
screens at the intake to the hydraulic turbines and pumps, holding 
that traveling screens of types now obtainable would be suitable, and 
that State law requires the installation. The Fish and Wildlife 
Service has also determined that the fish screens are needed. 


PRIOR APPROPRIATION 


The 1953 Interior Department Appropriation Act provided $700,000 
for the emergency rehabilitation of Savage Rapids Dam and provided 
that this is to be repaid in full under conditions satisfactory to the 
Secretary of the Interior. The $700,000 did not include an allowance 
for the fish screens. 

The Department of the Interior has given consideration to means 
by which Federal funds could be made available for construction of 
the fish screens on a nonreimbursable basis. There is uncertainty as to 
whether there is authority for the Department of the Interior to seek 
a nonreimbursable appropriation of the necessary funds, or if special 
legislation is required. This question has not yet been resolved. 

The Bureau of Reclamation has estimated the cost of fish screens and 
related facilities, based on design criteria furnished by the Oregon 
State Game Commission at $228,000. Our present estimated cost of 
the rehabilitation work now in process is $700,000, the amount appro- 
nriated. It is not possible to foretell with certainty whether all of 
this reserve may actually be required, but it is probable that most if 
not all of it will be needed to take care of extra work items that can 
usually be expected in undertakings of this magnitude. Inasmuch as 
expenditures from the $700,000 allotment are classed as reimbursable 
*t would be necessary to secure the consent of the irrigation district 
for expenditure of any of these funds that may be surplus for any 
purpose other than the rehabilitation of the dam. In this connection 
we are informally advised that the unusually high water early this 
spring caused some damage to other facilities of the Grants Pass Irri- 
gation District associated with the intake to a canal at a lower level, 
downstream from the dam. We understand that the district probably 
would urge that surplus funds, if any, from the $700,000 allotment be 
made available for work on these other facilities, on a reimbursable 
basis. 

(The following statement was submitted by Mr. Lineweaver :) 


RECLAMATION OF GRAVITY CANAL AT DAM 


The rehabilitation work described in the presentation to the committee on 
which the $700,000 appropriation for Savage Rapids Dam in the fiscal year 1953 
appropriation bill was based was all directly related to the structure, The Grants 
Pass Irrigation District, which owns the dam, has entered into a contract with 
the United States to repay a total of $850,000 over a period of 55 years but without 
any commitment on the part of the Government to appropriate the additional 
$150,000. 

Victor Boehl, president of the district, has informed Senator Cordon and the 
Bureau that high water passing the dam in January of this year has done con- 
siderable damage to the rock revetment protecting the gravity canal of the district 
served by releases from the dam. Attempts have been made to rehabilitate the 
revetment to afford protection to the canal, which serves about 4,500 acres of 
district land with 100 second-feet capacity. The canal hangs on a high precipi- 
tate bank constituting the south bank of the Rogue River at that point. 
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The Corps of Enginee C Gr the Portland office, undertook to stabilize the 
revetment in 1948. Col. Lipscomb, division engineer at Portland, on March 
20, 1953, advised the cisiar that further study of the problem of protecting the 
canal was desirable. Bureau engineers have also looked into the diffic ulty. 

As stated above, indications are that from $70,000 to $75,000 of the $700,000 
appropriation in fiscal year 1953 for Savage Rapids Dam will not be required 
for completing the rehabilitation of the main struction. Since the canal is an 
integral part of the irrigation operations connected with the dam, its stability and 
continued operation are essential to the district’s facilities and to the ] 
of the Government's investment. Therefore, the use of any part of the un 
expended balance of the $700,000 which may not be required for work on the dam 
itself could be used for rehabilitation of the protective facilities for the gravity 
canal if the Bureau of Reclamation were so directed. Cooperation with the 
Corps of Engineers is possible in working out a satisfactory solution and possible 
use, if necessary, of the authority under section 14 of the Flood Control Act of 
July 24, 1946, to prevent flood damage to public works when in the opinion of the 
Chief of Engineers such work is advisable. Not more than $50,000 can be allotted 
for this purpose at any single locality from the ap st wiations for any one fiscal 
year, according to a letter of March 20, 1953, from ¢ onel Lipscomb to the Grants 
Pass Irrigation District. We believe a satisfact ry solution of the problem can 
be worked out by cooperation of the Bureau, the Corps, and the Grants Pass 
Irrigation District. 


rotection 


LAND CLASSIFICATION PROVISO MODIFICATION 


Mr. Lineweaver. Senator Cordon asked me to make the record 
with respect to a modification of the land classification proviso in 
Public Law 470, making appropriations for the Department of the 
Interior for fiscal year 1953. This proviso prohibi mee tl ie expendit ure 
of any funds for construction under the terms of the reclamation law 
until the Secretar y had certified to the Congress as to the productivity 
of the land proposed to be irrigat« = This proviso, which was in- 
serted in the Senate and concurred i 1 by the House, reads as follows: 

That no part of this or any other appropriation shal » available for the 
initiation of construction under the Federal reclamatio of any dam, reser 
voir, tunnel, canal, conduit, distribution system, or ier works the sole or pre 
dominant purpose of which is the storing or liveril f water for irrigation 
until the Secretary shall certify that an adequ land classifica 
tion has been made and that the lands are susceptible to sustained production 
of agricultural crops by means of irrigation. 


Under this proviso, a total of 26 certifications have been made by 
the Secretary of the Interior to the President of the Senate and Speak 
er of the House. 


INTERPRETATION OF PROVISO 


The Bureau of Reclamation interpreted this pr viso to require that 
an a lequat e soil survey and land classification were ret juired before 
construction could be initiated for facilities to prov tile supple mental 

vater or other service to lands already under irrigation. We con- 
ferred with Senators Hi: Lyi den and Cordon on the : subject and on. July 
, 1952, Senator Hayden advised Secretary Chapman that a certifi 

a by the Secretary that land now ij rigated : in successful agri 
cultural production or with a Dea of en agricultural pro 
duction under irrigation would answer the requirements of the pro 
viso. Secretary Chapman accepted this interpretation and on August 
7, 1952, so advised Senator Hayden, with copies to Senator Cordon 
and Senator O’Mahoney. 
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At that time my recollection is that Senator Cordon indicated he 
might seek modification of the proviso to meet situations described 
in Senator Hayden’s letter. The correspondence is offered for the 
record: 

(Letters of Senator Hayden and Secretary Chapman follow :) 


UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
July 23, 1952 
Hon. Oscar L. CHAPMAN, 
Secretary of the Interior, 
Washington, D. C. 

My Drar Mr. SECRETARY: On page 7 of the pamphlet copy of Public Law 470, 
making appropriations for the Department of the Interior for the fiscal year 
ending June 30, 1953, appears a proviso prohibiting the expenditure of any funds 
for construction under the terms of reclamation law “until the Secretary shall 
certify to the Congress that an adequate soil survey and land classification has 
been made and that the lands to be irrigated are susceptible to the production of 
agricultural crops by means of irrigation.” 

This proviso was inserted in order to assure the Congress that presently un 
irrigated and nonagricultural productive lands proposed to be made productive 
by irrigation are in fact of such character as to be susceptible to successful pro 
duction of agricultural crops through the irrigation process. Where the lands in 
question are now under irrigation and are producing, or have a history of pro- 
duction of agricultural crops, clearly that fact demonstrates the susceptibility of 
the lands to agricultural production and makes unnecessary any soil survey 
or land classification. This was the view held by the members of the Interior 
Subcommittee of the Senate Appropriations Committee and the language of the 
proviso clearly indicates that as its purpose. In cases where proposed con 
struction is for the benefit of lands now irrigated and in successful agricuitural 
production, or with a history of successful agricultural production under irriga- 
ion, the certificate of the Secretary to that effect certainly answers the require- 
ments of the proviso. 

Very truly yours, 
Cart HAYDEN, 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., August 7, 1952. 
Hon. Cart HAYDEN, 
United States Senate, Washington 25, D.C. 


My Dear SENATOR HAYDEN: Your letter of July 23 relating to the so-called land 
classification certificate required by the proviso in the Appropriation Act for 
fiscal year 1935, in connection with the initiation and construction of certain 
facilities of reclamation projects, was received during my absence from the 
city. It is my understanding that your letter resulted from discussions between 
Senator Cordon and Acting Commissioner Lineweaver, of the Bureau of Recla 
mation, with respect to the applicability of the proviso to initiation of the re 
habilitation of Savage Rapids Dam of the Grants Pass Irrigation District in 
Oregon, which work was authorized and funds provided for in the act, and to 
lands now irrigated in that district. The lands of the Grants Pass Irrigation 
District have been successfully producing agricultural crops under irrigation 
for something like 30 years. 

Previous to the receipt of your letter, the Bureau of Reclamation, under my 
instructions, had proceeded to effect strict compliance with the proviso in ques- 
tion which, as we read the law, applied to any lands that would be irrigated by 
the works on which it was proposed to initiate construction with funds appro- 
priated in the 1953 or any other act. The proviso in its wording made no excep- 
tions and for that reason plans were underway to comply with the soil survey 
and land classification requirements on the Grants Pass District when your 
letter was received. 

Accepting your interpretation, the current instructions to the regional diree- 
tor of the Bureau of Reclamation at Boise were modified with respect to the 
Savage Rapids Dam lands so that the procedure to be followed by the Secretary 
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of the Interior in pursuance of the proviso will be in accord with the last 
sentence of your letter which reads as follows: 

“In cases where proposed construction is for the benefit of lands now irri 
gated and in successful agricultural production, or with a history of successful 
agricultural production under irrigation, the certificate of the Secretary to that 
effect certainly answers the requirements of the proviso 

A copy of your letter of July 23 and this reply will be attached to the com 
munications to the President of the Senate and the Speaker of the House o 
Representatives embodying the certificate which is referred to 

The proviso applies to new projects being gotten under way in pursuance of 
the Appropriation Act for 1953 and to projects alread tarted far as the 
initiation of construction of facilities named in th ’ O I the 
interpretation in your letter will be followed i! E I ! 
have been under irrigation and 


are producing and can continue to produce ¢ 


where it has 


ation. Generally speaking, the projects in 
essence rehabilitation which in certa 
water for areas now inadequate 
I am forwarding a copy of 
O'Mahoney. 
Sincerely yours, 


Mr. Lineweaver. Here is the type of certification we made to the 


Secretary on the basis of Senator H rye n’s lett 
To: Secretary of the Interior 
From: Commissioner of Rec] 
Subject: Certification as 
required in the 1953 

The Interior Departme1 
30, 1953 (Public Law 470, 
“Bureau of Reclamation, consti 
vision: 

“That no part of this or 
initiation of construction und 
reservoir or water supply, or 
distribution system related t 
certify to the Congress that 
been made and that the land 
of agricultural crops by 1 

The Grants Pass projec 
ani operated by the Gra: 
plished by this Bureau cor 
Nevertheless, the pro 

By letter of July : 

“Where the lands 


have a history of producti f ricultural « rops 
the susceptibility of the lan o agricultural product 


any soil survey or land classification ° In cases he pl construc- 
tion is for the benefit of la s now irrigated and in successful a; ultural pro 
duction, or with a history of agricultural product under irrigation, the 
certificate of the Secretary to that effect certainly answers the requirements of 
the proviso.” 

There was a reconnaissance land classification made of the area in 1928. The 
classification correlated soil, topographic, and drainage fa ‘s to determine the 
lands suitable for general irrigation farming. 

Recently additional field work was done sufficient 1 rrelate the previous 
work with the land classes presently recognized by the Bureau and t 
ourselves of the likelihood of the lands retaining their ability to produce agri- 
eultural crops. 

Since the classification of 1928 was made, most of the lands have been brought 
under irrigation, improvements have been made, suburban areas have been 
developed, and a variety of crops are grown. The project comprises about 
12,600 acres of potentially irrigable land. The total assessed acreage is 10.870 
acres. Of the assessed acreage, 1,640 are not being irrigated currently. These 
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include rather small-scale tracts of rougher lands, lands occupied by farmsteads 
and homesites. The irrigated acreage in 1952 was 8,730 acres. 

Clover and grass mixtures for pasture and hay have been the principal crops 
grown on the project for many years. These improved legume pastures have 
an exceptionally high carrying capacity. They are grazed primarily by dairy 
stock. An appreciable acreage is growing high-value specialty crops, including 
hops, berries, bulbs—principally gladiolus—tree fruits and truck crops. 

On the bases of the foregoing, we find that the lands of the project are now 
largely under irrigation and are producing agricultural crops. Herewith is 
certification to that effect for your signature. 

There is on file in the Bureau of Reclamation a report discussing project lands 
and general economy of the area 

G. W. LINEWEAVER, 
icting Commissioner. 


MERGER OF BUREAU OF RECLAMATION REGIONAL OFFICES 


Senator Dworsuak. Mr ooh uirman, I would like to suggest that Mr. 
Lineweaver make a brie ~ tement reflecting the views of the Depart- 
ment concerning sie aeeaed made by the House committee as to the 
merger of some of the regional offices of the Bureau of Reclamation. 

Mr. Lineweaver. Yes, sir. 

Senator Dworsuak. | also request, Mr. Lineweaver, that you in 
clude some stat istics concerning the personne] of the Bureau oft Ry ro i 
mation and reduction in force. 


REORGANIZATION AND REDUCTION IN FORCE 


Mr. Linewraver. You will recall, Mr. Chairman, as I explained to 
the committee on the opening ra ‘of the hearing, M: AY 7, Assistant 
Secretary Aandah! had planned to be present to comment on the refer- 
ence to reorganization of the Bureau of Reclamation in the House com- 
mittee report, but was unavoidably detained at his office. Secretary 
Aandahl] had also planned to discuss with the committee today the re- 
duction-in-force program for the Bureau of Reclamation, which was 
instituted on May 2. 

Assistant Secretary Aandahl has instructed me to advise the com 
mittee that with respect to Reclamation reorganization, Secretary Me- 
Kay on May 8 approved a recommendation of Under Secretary Tudor 
providing that each Assistant Secretar y in the Department should ar 
range for a review of the organization and operating procedures of 
each Bureau and Administration within his authority. It is contem 
plated that a board of three highly qualified non-Government employ- 
ees should be used. <A representative of the organization concerned 
and of the Administrative Assistant Secretary will assist the board. 
It is my understanding that this board will be set up and begin its re- 
view as soon as a new Commissioner of Reclamation is on duty. 


REDUCTION IN FORCE 


In the meantime, Secretary Aandahl, with the approval of the Sec 
retary, has instituted a reduction-in-force program for the Bureau of 
Reclamation, under w hich the number of employees are to be reduced 
by June 20 by not less than 1,000 with annual savings of wages and 
salaries of from $6 million to $8 million. 

On May 2, and subsequently, Secretary Aandahl by letter to each 
regional director, the Denver, Washington, and Alaska offices advised 
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that total reductions of 1,182 employees with a net saving in annual 
salaries and wages of $6,033,600 should be effected by June 20. By 
May 11, the regions and offices had replied, proposing total reductions 
of 1,629 employees with annual savings in salaries and wages of 
$8,278,500. 

On May 14, secretary Aandah| advi ed the regions and offices that 
they would be expected to reduce forces not less than shown in column 
5 of the attached tabulation and not more than shown in column 6. 
The reduction in force is being carried out strict L\ n accordance with 
civil-service regulations and with firm injuncti on the field forces 
that Reclamation’s construction, eration and mall ince, and plan 


l l 4 . ‘ > . 
ning programs shall be carried forward eflicier and economically. 


NEED FOR REVIEW 
The need for review of the Reclamation field, Denver and Wa 
ington organizations, has been rec onized al cl recomme nded by many 
of us in the Bureau for several vears and some of us have urged re 
vamping of the organization. As Secretary Aandahl] stated in his 


} 


letter of May 2, it is evident that the Bureau verstated and ove 


c 


organized for the program as how nha ad. Tha there are duplica 
tions and conflicts as well as too many held offices for the workload 
is also evident. 


The fact that the regional directors, as shown vy the tabulation 


I ‘ 3 


attached, recommended net reductions in force of several hundred 
beyond the minimum set by Secretary Aandahl’s May 2 letter confirms 
the view that the Bureau is overstaffed. We are quite sure you will 


find that the independent board to be named to review the Bureau 
organization will have the cooperation of the Reclamation staff. Of 
course, we are all concerned that the program in its several facets shall 


go forward as Congress directs and that the rights of the Reclamation 
employees shall be protected to the fullest extent. 


BASIS OF RECOMMENDATIONS 


Secretary Aandahl’s recommendation for reduction in force to 
Secretary McKay were based on the best inforn ition available to him 
and were not spur-of-the-moment actions. Consideration was also 
given to the anticipated congressional action on appropriations for 
fiscal year 1954 based on the April budget revision, the action of the 
House of Representatives on the Reel: mation section of the liuterior 
Department appropriation bill for fiscal year 1954, and to the appeals 
for restoration made to the Senate committee. 

The tabulation referred to is headed “Reductions in employment by 
July 1, 1953” and is inserted in the record at this point, together with a 
news release dated May 7. 

(The information referred to follows :) 
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DEPARTMENT OF THE INTERIOR 
INFORMATION SERVICI 
[Bureau of Reclama 
INTERIOR ORDER Cuts RECLAMATION 


A reduction in the staff of the Bureau of Reclamation of not less than 1,000 
employees is called for in an order issued today by Assistant Secretary of the 
Interior Fred G. Aandahl. There are 13,000 persons now employed in the Bureau. 

The order is to meet the demands of the new appropriation bill passed by 
House of Representatives. The bill drastically reduced fun for 
serving in the Bureau. The action covers personnel in 
field. 

Aandahl issued the erder now to permit an order! 
ployment in the service. He emphasized “the work 
struction and operation and maintenance and in « 
investigations, shall be the first consideration of all « 

In setting a schedule for reducing personnel, Aan 
accordance with congressional expressions” and added “re« tions-i 
tions shall first be directed toward economists and marketing specialists engaged 

project planning, operation and maintenance, and power activities.” 

“(Consideration should be given to the retention of qualifi smplovyees in those 
activities who are engaged in the completion of urge re] and who are 

ipable of evaluating economic factors independent of a particular philoso 
phies,” he said. 

Reductions-in-force actions should also be first directed toward employees 
engaged in information activities whether or not so classified, since ndi 
ated that little if any funds will be available for information as 
activity in 1954. Consideration should be given to providing | ographie 
ords of construction and other ac ties,’ 

Aandahl said the latter statement means there will be rec filmed of th 
work of the Bureau on a much smaller scale. 

All reductions in force throughout the Bureau must be applied through all 
crades, with the greatest percentage possible in dollars and numbers directed 
oward eliminations of positions in the higher grades, including -GS-14 and 
downward, Aandahl said. He added, “In no event shall the reductions in dol 
urs and numbers in the higher grades be less than a proportional percentage of 
ill grades,” 

Mr. Linewraver. Assistant Secretary Aandahl has authorized me 
to insert in the record a copy of a letter to Senator Cordon, chairman 


of the Appropriations Subcommittee, dated today, in which he ex 


plains the reduction-in-force program and refers to the organization 
review approved by the Secretary. There is attached a copy of a 


letter to the regional director of region | at Boise, [dal 0, WO ch reveais 
] } 


4 . don 4 | ] . | 
tne type OT Instructions t au rh rectors and otner 


offices as to h the ’ . in force is t » Ca “i out. Since the 

other letters are j LIC: f as tf fu the rd will not be 
1 ] aa 

encumopoered Wl 


Letters similar to that to Senator Cordon were sent to Chairman 


Jensen of the House \ppropriations Subcommittee, to Chairman 


Butler of the Senate Interior Committee, and to Chairman Miller of 
the House Interior Committee. 
(The information referred to follows:) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF HE SECRETARY, 
Washington 25, D. C., May 20, 1953 
Hon. Guy Corpon, 
Chairman, Senate Subcommittee on {ppropriations for Interior 


United States Senate, Washington 25, D. C. 


My Dear SENATOR CorpdON: Confirming the statements made by Assistant 
Commissioner Lineweaver of the Bureau of Reclamation at the hearings on the 
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1954 estimates held by your committee on May 19 and 20, I am pleased to report 
to you on the action being taken to reduce the number of employees on the 
Bureau's rolls. After the revised budget was received in April and following 
passage of the Interior bill for fiscal year 1954 by the House, I instructed the 
Bureau to survey its probable fund situation for the next fiscal year with first 
consideration to be given to the number of employees that would be required to 
prosecute the program. As a result of that survey it was determined that there 
could be instituted at once a reduction in force of not less than 1,000 persons, 
without adversely affecting the Bureau’s ability to carry out the probable pro- 
gram for fiscal year 1954. The advantage of the immediate reduction was to 
save payroll charges for fiscal year 1954 aggregating about $5 million annually 
and to pay terminal-leave accumulations with this year’s funds. 

At my direction the Bureau of Reclamation has instituted the necessary re- 
duction in force. For your information there are attached copies of my letters of 
May 2, 1953, to the regional directors of the Bureau and to the Chief Engineer, 
in Denver, and my letter of May 5, 19538, to the district manager in Juneau, 
Alaska. These letters called for a total Bureauwide reduction in force of 1,232 
filled positions which were later adjusted by a credit of 5U positions to the 
Chief Iwngineer’s oftice in Denver for non-Bureau work reducing the total re 
duction requirements to 1,152 positions. 

Attached * is a table which on column 5 shows the 1,182 positions, their distri 
bution by regions, and the Washington, Denver, and Alaska offices and by appro 
priation activities. This table also shows under column 6 the responses nade by 
the Bureau's regions and offices and the recommendations proposed by the heads 
of these activities which total 1,629 positions. 

The 457 increase recommended by the Bureau’s field offices is due to two 
factors. One is the inability to transfer employees from other activities to 
operation and maintenance which will increase somewhat in fiscal year 1954 and 
the other is the desirability of balancing out the organizations in the various 
ureas to obtain the best results possible. It recognizes a cooperative effort to 
adjust the bureau’s staif to the requireiments of the reduced program for 
fiscal year 1954. 

On May 14, 1953, I instructed the regions and offices of the Bureau to proceed 
with a reduction in force operating within brackets set by the instructions in my 
letter of May 2 and the recommendations made by the several regions and offices. 
For example, in the case of region 1, the Pacific Northwest region, I authorized u 
net reduction in force to be worked out by the regional director between a mini- 
mum of 152 and a maximum of 266 filled positions, 

On May 8, 1953, Secretary Douglas MciKKay approved a memorandum submitted 
to him by Under Secretary Ralph A. Tudor, which provides, among other things, 
that: 

“iach Assistant Secretary shall arrange for a detailed review of the organiza- 
tion and operating procedures of each bureau and administration within his au- 
thority. In general this should not be done by personnel of the bureaus and 
administrations concerned. For the larger reorganizations a board of three highly 
qualified non-Government employees should be used. For lesser reorganizations 
Department personnel from without the organization concerned may be adequate. 
For each such study a representative of the organization being studied and a rep- 
resentative from the Office of the Administrative Assistant Secretary should be 
assigned to advise and assist the Board members. All such reorganization re- 
ports should be reviewed by the Assistant Secretary concerned and the Under 
secretary before submission to the Secretary for approval. 

“Changes and improvements in the organization and operating procedures of 
bureaus and administrations which are clearly advisable should be made as 
rapidly as possible.” 

Pending the completion of this review and determination of the best course of 
action, we are not closing any Bureau of Reclamation offices at this time although 
several are being reduced to skeleton organizations. 

I hope this information will be of interest to you. If there is anything further 
that you would like to know concerning this matter, we will be glad to furnish it. 

Sincerely yours, 
Frep G. AANDAHL, 
(ssistant Secretary, Water and Power. 


' Previously inserted 





INTERIOR DEPARTMENT APPROPRIATIONS, 1954 2071 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., May 2, 1953. 


Memorandum 


To: Regional Director, Boise, Idaho, personal attention Mr. Nelson. 
From: Assistant Secretary Aandahl. 
Subject : Immediate reduction in forces, Bureau of Reclamation, region 1. 

Information now available to the Department of the Interior indicates clearly 
that funds available to the Bureau of Reclamation for the prosecution of its 
program, including personal services, in fiscal year 1954 will be substantially 
less than the amounts available for the current fiscal year. In order to conserve 
personal service funds for the forthcoming fiscal year, cognizance must be taken 
of the prospective reduction in workload. Steps shall be initiated at once to 
reduce the number of Reclamation employees to the minimum requirements pre 
scribed by the revised budget adjusted to reflect probable congressional action 
as set forth below. In the light of the House committee suggestions in the House 
committee report with respect to overorganization, further reductions may be 
anticipated. 

The Bureau's total number of employees must be reduced not less than 1,000 
by June 30, 1953, to conserve 1954 funds. 

Analysis of the funds expected to be available to your region in fiscal year 1954 
show that the following net personnel reductions must be made before the end 
of this fiscal year. 


General ir 

C.and R 

General ad ministrative expe 
Gross reductio regio 


Less possible increase in opet 


These figures have been determined from a bureauwide analysis of the expected 
1954 program and have been arrived at by the most equitable means available 
The personnel reductions are to be achieved by eparations fror the service 
(RIF) under applicable civil-service regulations and not by elimination of un 
filled vacancies No reductions are required in personnel paid from operation 
and maintenance funds As indicated in the table above, you have been given a 
credit for a possible increase in your operation and maintenance personnel. It is 
not necessary to achieve the dollar reductions by appropriations, but you must 
achieve the reductions in the number of positions by appropriations and a total 
annual salary dollar reduction of about $945,000 

With respect to the credit of 124 positions for operation and maintenance, this 
is permissive only. It is not to be abused to retain emp!oyees who are not quali 
fied for operation and maintenance, or to maintain construction salary scales for 
men doing operation and maintenance work. If qualified employees cannot be 
made available for transfer to operation and maintenance work from the groups 
being reduced, then your total net reduction will be greater than 182 by the 
number of employees for which transfers cannot be scheduled Expressed an 
other way, your reduction must be planned on your gross of 306 filled positions 
less the number of qualified transfers planned to operation and maintenance 
which shall not exceed 124. Actual transfers to operation and maintenance shall 
not be made until further notice and the employees scheduled for transfer shal! 
be held in their present positions. A list of these employees to be transferred 
shall be furnished with the retention registers, hereinafter requested 

You are hereby directed to initiate immediately the actions required to make 
reductions in force equivalent to the figures shown in the table above so that 
separations may be effected to the fullest extent possible by June 20 and in no 
event not later than June 30. It is the Department’s policy that RIF notices 
shou'd be issued 30 days in advance of their effective date. however, where cir 


cumstances require, less than 30 days may be necessary These notices shall be 
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prepared as soon as possible, but may not be released until notified by the Depart 
ment as explained below. 

In approaching this reduction in force, the following instructions shall be 
rigidly observed: 

(a) The work program, especially in construction and operation and mainte 
nance and in completing project planning investigations, shall be the first consid 
eration of all concerned. The effectiveness with which the program for which 
Congress has appropriated funds for fiscal year 1953 is carried out will reflect 
the ability of the employees retained in all grades to do their jobs. 

(b) Unless you are directed otherwise in specific instances, the present organi- 
zational pattern will be retained, but staff functions and assignments may be 
consolidated to effect best program results during this transition period. Major 
reductions must obviously be made in district and other offices, including cen- 
tralized project activities where overstafling has been apparent. Where a dis- 
trict office is located in the same city as the regional headquarters essential 
functions should be carried on by the regional staff. No existing offices are to 
be completely abolished until further notice, but remaining staffs should be 
reduced to skeleton proportions wherever necessary to meet requirements of this 
directive. 












































(c) In accordance with congressional expressions, RIF actions shall first be 
directed toward economists and marketing specialists engaged in project plan- 
ning, operation and maintenance, and power activities. Consideration should 
be given to the retention of qualified employees in those activities who are en- 
gaged in the completition of urgent reports and who are capable of evaluating 
economic factors independent of any particular philosophies. 

(d@) RIF actions should also be first directed toward employees engaged in 
information activities whether or not so classified since it is indicated that little 
if any funds will be available for information as a Bureau activity for fiscal 
year 1954. Consideration should be given to providing photographic records of 
construction and other activities. 

(e€) Reductions in force throughout the Bureau must be applied through all 
grades with the greatest percentage possible in dollars and numbers directed 
toward eliminations of positions in the higher grades, including GS-14 and 
downward. In no event shall the reductions in dollars and numbers in the 
higher grades be less than a proportional percentage of all grades. 

(f) Retention registers arranged by retention groups, subgroups, etc., 
showing the employees to be retained and those to be separated shall be for 
warded by blue envelope to reach the Commissioner’s office not later than Mon 
day, May 11, addressed to Assistant Commissioner Lineweaver for departmental 
approval prior to actual release of RIF notices. The registers shall show the 


name, grade, position, salary, and retention points of each employee. 
iP 




























































































) You will be notified as soon as possible after receipt of your registers of 
departmental approval following which the RIF notices shall be issued immedi- 


1 
aceLy, 











(h) Until RIF notices are released by the Department, this directive should 
be treated in strict confidence by each regional director and its contents revealed 
to the fewest staff members possible to expedite the information required here. 

Pending a completion of all adjustments that will be created by the reduction 
in force hereby instituted, further personnel recommendations to Washington 
should be made only in exceptional cases. It is recognized that there may be an 
urgent case where new employment must be made. There is no objection to 
submitting such cases which will require special justification. All others will 
be held in abeyance, Additional departmental instructions on the matter of new 
appointments may be expected. 





















































Frep G. AANDAHL, 
Assistant Secretary. 










TRANSFER OF PROPERTY 
Mr. Lineweraver. There is one other matter on which Senator Hay- 
den desired us to make a record before the committee. This has to do 
with turning over to water users’ organizations which have assumed 
operation and maintenance of irrigation systems certain movable 
property, including motor vehicles, the cost of which they have con- 
tracted to repay. The Bureau feels that since the funds with which 
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the movable property needed in the operations and maintenance of 
the work was purchased are reimbursable and repayment obligations 
have been assumed by the water users, there should be no question 
about authority to transfer title. I have a statement which I request 
be inserted in the record: 

(The statement referred to follows :) 


TRANSFER OF PROPERTY TO WATER USERS FOR OPERATION AND MAINTENANCI 


It has been a long-established policy of the Congress, the Department, and 


Bureau to turn over to water users’ organizations for operation and ma 
completed irrigation facilities. Title and control of headworks and 
control structures of Bureau- tructed irrigation facilities have, in 
with basic reclamation laws, | 1 retained by the Government 

When a proper contract has been entered into with a water users’ organizati 
for assumption by such organization of the operation and maintenance of 
sureau-constructed irrigation system, it is essential and necessary that as a part 
of such transfers of responsibility that such movable supplies and equipment as 
spare turnout gates, valves, and similar items procured for the operation and 
maintenance of the project during the time such operation and maintenance was 
performed by the Bureau be made available to the water users’ organization 
when it assumes this responsibility. Likewise, special equipment such as drag 
lines, that may have been acquired for operation and maintenance purposes, 
should be made available to the water users’ organization 

Contracts which the Bureau enters into with such organization provide that 
the cost of all such supplies and equipment shall be fully paid for by the or- 
vanization, 

Although no objection has been raised from any source to this procedure, our 
lawyers advise that we do not have authority under existing law to transfer title 
of such property to the water users’ organizations 

As long as title for such property remains in the Government, we must continue 
to niaintain physical accountability for such property, and when it becomes worn 
out by use must dispose of it through usual procedures. Likewise, as long as 
title remains in the Government there is a question as to the Government's re 
sponsibility in event of accident involving the use of such movable equipment and 
the water users’ organization is not free to replace the equipment when it becomes 
uneconomical to operate. 

If authorization is provided, complete lists of all such supplies and equipment 
will be made at the time operation and maintenance functions are turned over 
to the water users’ organization and the Bureau's property records adjusted to 
shew the transfer. After that time, no additional work will be required by Gov- 
ernment forces in connection with the accountability for such property. 

This will provide a more businesslike procedure for the handling of this prob- 
lem and will reduce the cost to the Government insofar as such movable property 
is concerned. 

The Assistant Chief Counsel of the General Service Administration advises 
that agency, which has responsibility for transfers of government property, has 


no objection to an amendment to accomplish purpose indicated 

Senator Youna. The committee will stand in recess until 10 o’clock 
tomorrow morning. 

(Whereupon, at 4 p. m., Wednesday, May 20, 1953, the committee 
recessed to reconvene at 10 a. m., Thursday, May 21, 1953.) 
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THURSDAY, MAY 21, 1953 


UNtrep STaTes SENATE, 
SUBCOMMITT£E OF THE COMMITTEE ON APPROPRIATIONS, 
re ton. D.C. 
The subcommittee met, pursuant to recess, at 10 a. m., in room F-82, 
the Capitol, Hon. Henry C. Dworshak temporarily ms ‘esiding. 
Present: Senators Cordon (chairman of the subcommittee) , Fer- 
guson, Mundt, Dworshak, Hayden and Ellender. 


DEPARTMENT OF THE INTERIOR 
Construction Funps ror Freperat Fisa Harcurry, Franxrort, Ky. 


STATEMENT OF HON. EARLE C. CLEMENTS, A UNITED STATES 
SENATOR FROM THE STATE OF KENTUCKY 


GENERAL STATEMENT 


Senator Dworsuak. The hearing will come to order. 

We will be glad to hear from Senator Clements at this time. 

Senator CieMents. Mr. Chairman, I appear in the interest of the 
construction moneys for a fish hatchery at Frankfort, Ky., and the 
necessary funds to operate it. 

As a little background for you, Mr. Chairman, I would suggest that 
this is not a new hatchery in the sense of a real beginning of Federal 
operation in Kentucky. The Federal Government has operated a 
fish hatchery in Kentucky for many years, but they had a very high 
cost of operation there, and the fish hatchery was abandoned ‘some 
thing more than a year ago. The State purchased lands that had 
been inspected by the Wildlife Service and approved by the Wildlife 
Service, and contributed that property to the Federal Government. 

Last year I appeared before the committee with a request for the 
first year’s appropriation on a 3-year construction program, $161,000 
was recommended by the committee and it was approved by the Con 
gress. What is asked for in the appropriation bill this year 1s the 
money for the second part of that 5-year construction program. 


RECOMMENDATION OF SITE 


The site that was selected, as I say, was recommended by the Wild- 
life Service as a spot where they could build a hatchery that they 
were convinced would inure to the benefit of the Government. and | 
think the figures on the cost of fish to be raised at that hatchery will 
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justify in your mind and in the minds of the other members of the 
committee and Congress the appropriation that was made last year, 
as well as the one that is requesved this year. 

As an example, at the Louisville hatchery that has been abandoned, 
over a 5 year period fish there cost $36.51 a thousand. Under the 
first unit that is under construction now and will be completed this 
vear, the cost for fish per thousand will be $18.66. With the con 
truction that would be made by the appropriation that is asked for 
this year, you would double the production and the cost per thousand 
fish would be less than $12. So the cost of the fish with the com 
pletion of this year’s construction would be just one third ot what 
tlre cost was when they were hatched at the old hatchery. 

Senator Dworsuax. What kind of fish are they ¢ 

Senator CLeMENTs. Bass and blue gill. I would like to suggest to 
you that this hatchery is built in the same area that the State has con 
structed a hatchery. Not only in my judgment but in the judgment 
of the Wildlife Service and the judgment of the Fish and Game Com 
mission of the State, a cooper itive job will be done between the State 
and the Government. 


ESTIMATED MAINTENANCE COST 


The estimated cost of maintenance of this plant when completed 
will be $18,000 a year, I am advised by the Fish and Wildlife Service. 
It would not be completed at the beginning of this next year, but 
about $14,000 would be the maintenance needs of that hatchery du 
ine fiscal 1954. 


Senator Dworsuax. Are you asking for construction funds, too? 

Senator CLements. Construction funds of $62,000 and maintenance 
funds of $14,000. These are calculations that have been made by the 
Wildlife Service. If it is agreeable with you, L would like to place 
a more complete statement in the record. 

Senator Dworsuak. You may do so. 

(The information referred to follows:) 


Last year I appeared before this committee in support of the hatchery monies 
covering the first year of the projected 3-year construction program. At that 
time the committee recommended and the Congress voted the appropriation of 
sufficient funds to carry out the first year’s construction. 


BACKGROUND 


The need for the establishment of a warm-water fish hatchery in Kentucky 
has been fully recognized by the Congress and authorized by Public Law 614, 
Sist Congress, approved July 18, 1950. Numerous potential hatchery sites in 
Kentucky were investigated by officials of the Fish and Wildlife Service of the 
Department of the Interior and the Kentucky Department of Conservation. The 
site selected is located approximately 12 miles from Frankfort on Elkhorn Creek. 
The lands involved in this site total 132 acres. These lands were acquired by the 
State of Kentucky and donated to the United States Government for the construc 
tion of a warm-water fish hatchery 

The Interior Department Appropriation Act, 1953, approved July 9, 1952, con 
tained $161,000 to initiate the construction of the Frankfort, Ky. hatchery. 

From these funds there are currently being constructed: 10 acres of warm 
water ponds, a service building, a holding house, and a residence. Water supply 
lines, drainage lines and pumping equipment, ete., are being installed. The com 
pletion of these items will provide a small operating unit which will produce 
approximately three-fourths of a million warm-water fish per year at an oper 
ating cost of approximately $14,000, 
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FUNDS, FISCAL YEAR 1954 


The Interior Department Appropriation Act, 1954, passed by the House of 
Representatives April 28, 1953, contained $62,000 for further construction at the 
Frankfort hatchery. These funds were provided for the purpose of constructing 
11 acres of additional warm-water ponds with the necessary water supply and 
drainage facilities. 

Since the Federal fish hatchery at Frankfort is an authorized and going proj 
ect, I urge the committee’s favorable consideration j etaining the necessary 
$62,000 for the fiscal year, 1954 to carry on the construction program now in 
progre Sas 

This $62,000 will be used for the construction of ponds. These additional reat 
ing ponds will more than double the production potential of the hatchery making 
it possible to produce over 144 million pondfish annually Annual costs of oper 
ating the 21-acre unit is estimated to bé $18,000—or only 29 percent greater than 
that required for the 10-acre unit. The production that can be expected from 
21 acres of rearing ponds would fall far short of meeting the fish stocking re 
quirements in Kentucky, although the gre production would reduce the num 
ber of fish being transferred from other $ s where they are needed and the fish 
would be in better condition when stocked 


Comparative production figure 

Insofar as construction is concerned the last 3 vears the Federal fish hate) 
was operated in Louisville there were produced an a rage of 350.000 fish 
cost of approximately $35 per 1,000 fish Under the f 
Federal hatchery at Frankfort some 750,000 fish will be produ at an oper 
expense of approximately $18,000. Th ul y ttle more than the 
operating cost of $14,000—the ure applicable i acre unit. With this 
year’s (fiscal 1954) appropriation the operating expense will not increase but 


$4,000, but the production incre of fish with this enlargement will be some 
1,500,000, costing $12 per 1,000 fish The difference between the cost of produci 


‘ 
fish on the 10-acre unit as compared with the 21-ac s considerab 


all on the side of economical operation Fish produc on the 10-acre 
figures at $35 per 1,000 fish; while production cost on the 2l-acre unit figures 
$12 per 1,000 fish. In other words, the fish will be produced 

cost of previous years production cos It is interesting t 


per 1,000 fish is the estimated national ‘rage production 
fish throughout the United States. 
Operational and maintenance cos 
In connection with these ] 
operational and maintenance 
It is expected that the facili 
Frankfort fish-cultural stati 
be ready for operation du ! 
that the Interior Department Approy 
Representatives April 28 3, does not cor f f 
fort, Ky., fish cultural ‘ It seems onh ‘ Mi al ustifiable that 
operational and maintenance funds for a_ proj su f the fish hatchery 
should be allocated in the Interior Department’s eur nt udge erefore 
I earnestly request that the « nittee seriously conside wating ficient 
funds in the 1954 budget for the proper operation of 1 
at Frankfort, Ky It is estimated that a minimum of $14,000 w 
for the following maintenance and operations purposes 


(a) Fish eculturist, GS-7 
(b) Fish culturist, GS— 

(c) Temporary sala 

(d) Travel 

(e) Communication set 

(f) Rents and utilities 

(g) Supplies and materials 


Total 14, 000 


Mr. Chairman, it is hoped the committee will look with favor upon the alloca 
tion of the necessary construction, operation, and maintenance funds requested 
today for the Federal Fish Hatchery at Frankfort, Ky 





2078 INTERIOR DBPARTMENT APPROPRIATIONS, 1954 


Thank you, Mr. Chairman and members of the committee for hearing me at 
this time. 
Cost and estimated production figures for fish cultural stations, Kentucky ' 


FRANKFORT HATCHERY 


Operating ost per 


Production 2 


cost | ,000 fish 
| 
| 
} 


10-acre unit $14. 000 750. 000 | $18. 6 
2l-acre unit 18, 000 1, 500, 000 12. 0 


LOUISVILLE HATCHERY (3 ACRES 


Operating 


aint Productior 


1949 $12, 51 233, 000 $53. 72 


j 
1950 14. 205 - 000 35. 00 
1951 9, 093 438, 000 20. 80 


LOUISVILLE HATCHERY AVERAGE OPERATION AND PRODUCTION FOR 3-YEAR 
PERIOD 


Operating cost $11, 938. 00 
Production _ $56, 333% 
Cost per 1,000 fish se $36. 51 


! Figures used in these tables furnished by the USDI, May 1953 
? Unless necessary operating funds are available, no fish will be produced, and the investment in con- 
struction will remain idle, 


REVISED BUDGET 


Senator Dworsuak. If I understand correctly, the revised budget 
did not request funds for this hatchery, but the House allowed $62,000 ? 

Senator Crements. That is correct. The House did not allow 
anything for maintenance. I would request the committee this morn- 
ing that they not only consider the retention of the $62,000, construc- 
tion fund, tht is in the House bill, but the $14,000 to maintain it. 
Certainly it would be false economy to construct a hatchery, with 
$161,000 nocantad in it as of last year, and not provide the funds to 
maintain it. 

Senator Dworsn. 1K. Does that complete your statement, Senator? 

Senator CLEMEN Yes. 

Senator piiiaien: You may put anything else in the record that 
you care to in connection with this project. 

Senator CLiements. Should there be any question, Mr, Chairman, 
that you might have to ask about it, I would be delighted to endeavor 
to answer it for you. 

Senator Dworsuax. I am sure that the committee has all of the 
essential data and information. 

Senator CLemMeNts. I would like to place in the record a telegram 
from Minor Clark, the Director of the Department of Fish and Game 
Commission of our State. 

(The telegram referred to follows :) 

FRANKFORT, Ky., May 20, 1953. 
Senator EARLE CLEMENTS, 
United States Senate Building: 

Unable to reach Washington tomorrow for Senate hearing. Sixty-two thou- 
sand dollars urgently needed for continuation of fish hatchery development plus 
sum for operation and maintenance of present station being established. Twelve 
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ponds under construction at present will not even approach needs for fish propa- 
gation in Kentucky. Therefore, many lakes and ponds will not be made fish- 
able, thus depriving Kentuckians of benefits now provided by Federal Govern- 
ment to other States through stations already established there. Stoppage of 
construction now also leaves station unprotected from Nature’s flooding waters. 
Minor CLARK, 
Director, Division of Fisheries, Department of Wildlife Resources. 


LETTER OF FARL WALLACI 


Senator CLemen'ts. I would like to read into the record a paragraph 
from the Department of Fish and Wildlife Resourevs in our State 
and signed by the chairman, Earl Wallace. I quote: 


The thing that I would like to state to you is that if this work is stopped on 
the hatchery before it is completed, it might jeopardize the work that has been 
done because of floods. The flood wall is the last thing that they intended to 
build, and of course if that is not built and we have some high water, the ponds 
that are already in would be flooded and washed away, which would necessitate 
rebuilding. Of course, if we get the hatchery built and are fortunate enough to 
get the $62,000 passed by the House committee, it would still be of no benefit to 
us unless it could be operated. 

He has reference to the maintenance fund. 

Senator Dworsnak. Thank you. 

Senator Ctements. Thank you, Mr. Chairman. I am glad to have 
had the opportunity to appear before you this morning. 


BureAU OF MINES 


STATEMENTS OF THOMAS H. MILLER, ASSISTANT DIRECTOR; L. C. 
McCABE, CHIEF, FUELS AND EXPLOSIVES DIVISION; PAUL 
ZINNER, CHIEF, MINERALS DIVISION; W. E. RICE, CHIEF, ADMIN- 


ISTRATIVE DIVISION; AND ELWOOD THOMSON, CHIEF, BUDGET 
SECTION OF THE BUREAU OF MINES 


CONSERVATION AND DEVELOPMENT OF MINERAL RESOURCES 


Senator DworsHak. The committee will be glad to hear from the 
Bureau of Mines officials present on the conservation and development 
of mineral resources item. 

Mr. Mitirr. I am Thomas H. Miller, Assistant Director of the 
Bureau of Mines. I regret to advise that Director J. J. Forbes is 
absent due to illness and is unable to attend this meeting. 

I have with me L. C. McCabe, Chief, Fuels and Explosives Division ; 
Paul Zinner, Chief, Minerals Division; W. E. Rice, Chief, Administra- 
tive Division; and Elwood Thomson, Chief of the Budget Section. 

Mr. Forbes has prepared a very brief statement which with your 
permission I would like to enter in the record. 

Senator Dworsuax. You may do that, together with the jus- 
tification. 

(The statement and justification are as follows :) 


STATEMENT OF JOHN J. ForBes, Director, BUREAU OF MINES 


Mr. Chairman and gentlemen of the committee, I appreciate the courtesy ex- 
tended to me and my staff to be permitted to justify the restoration of some of 
the reductions made by the House in the revised budget estimates of the Bureau 
of Mines. 
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The House recommended appropriations for the Bureau of Mines totaling 
$19,967.218 for the fiscal year 1954. This amount represents a reduction of 
$4,192,782 helow the revised budget estimates and $7,913,782 below the amount 
appropriated for the fiscal year 1958. Of the $4,192,782 reduction below the 
budget estimate the Bureau is recommending the restoration of $2,770,962. 

The written justifications now before you explain in some detail the reasons for 
requesting restoration of the ahove-mentioned funds. I will, therefore, be brief 
in my comments. Tora member of my staff will, however, be glad to answer any 
questions that may occur to any member of the committee. 


SYNTHETIC LIQUID FUELS 


Restoration of $1,994,400 is recommended for the synthetic liquid fuels pro 
gram and is divided into three parts as follows: 

1) $850,000 for coal-gasification work at Morgantown, W. Va. Progress in 
gasification of coal has heen slower than desired because of limitation of spac: 
and funds. A new station is heing completed at Morgantown which will provide 
additional space. The funds requested comprise the minimum needed to pre 
vent substantial losses for gasification work on which funds have already been 
expended, 

(2) $476.800 for shale-to-oil research at Laramie, Wyo. The oil-shale research 
laboratory has only recently collected adequate tools and staff for its work. The 
quality of the returns to be expected during the next few years may he gaged by 
the resnits of the high temperature retorting process developed in this labora 
torv. This process produces from oil shale, in a single step, a highly aromatic 
low-boiling oil which is a suitable component for aviation gasoline, and contains 
large amounts of benz'ne and toluene, which are currently in short supply for 
production of synthetic rubber and a variety of essential chemical products 
Most of the analytical work for the Rifle plant is nerformed at Laramie where 
suitable facilities exist. Closing the Laramie laboratory would require that this 
work be done elsewhere at considerably more expense and inconvenience 

3) S667.600 for coal-to-oil research at Brueeton, Pa. The gas-synthesis 
process development at Bruceton shows promise of extraordinary results. Sev 
eral recent improvements in the gas-svnthes's process such as more efficient 
catalysts and a chearer carbon dioxide sernubbing system, have lowered the 
estimated cost of gasoline by about 8 cents per gallon. It is exnected that current 
ideas now being incorporated into the program will result in further reductions 


MINERALS AND METALS 


The Rureau o fines is seeking the restoration of $537,862 in its appropriation 
} 


for fi 


seal year 1954, because the work rrogramed for these funds is vital to our 
national economy and seenrity The Burean’s nrogram is concerned with the 
production, ntilization. and conservation of more than SO minerals and metals and 
the restoration requested will nermit the Bureau to place additional emphasis 
and accelerate its work on the most critical and stratevic of these commodities. 
I should like to noint ont that the restoration requested under minerals and 
metals will provide for the following work: 

(1) Having analyzed earlier results of our manganese pregram and designed 
needed equinment for larve-scole tests. the Bnrean feels that the ernen‘diture of 
$916.281 to permit the resumntion of pilot-nlant ernerimental work is of the 
highest priority. The encouraging results of recent, less-exnensive laboratory 
research indicate the potential productivity of nilot-plant tests. the resuits of 
which enn he used directly bv full-seale nreduction plants. These nilot-nlant 
onerations will » coneentrated on the marenanese-hearing ores of Aroostook 
County, Maine. and on other low-grade, domestic manganese ores that promise to 
he amenable to ungrading. The Burean also nians some fiold examinations to 
determine the extent of presently unused manganese-hearing materials in Wash- 
ineton and Oregon 

(2) The tremendous expansion in the use of ferroallov metals. counled with 
dependence on f 
the work to be financed hv the $180.000 which we seek to have restored. Many 
new prohlems have arisen in the conrse of exnonsion of domestic nrodnuetion of 
tnnesten from low-erade ores. The nrohlems that must be solved range all 
the wav from the develonment of additional ore reserves to metallurvical re- 


oreien ores for ca mnech of ov sunny. crestes a cefinite need for 


search on new and improved methods of extraction. Onr supply problems on 
cobalt, molybdenum, and nickel are equally great. 
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(8) Though used in small quantities, rare-earth 
bium and tantalum, play an irreplaceable role 
our defense program. For example, columbium’s unique properties 
dispensable in jet engines. Similarly, tantalum is pecul arly 
catalyst in the manufacture of synthetic 
trolytic condensers. 


metais, particularly colm 
in many essential components of 
nake it in 
Valuable as a 
rubber and for vacuum tubes and elec- 
Since present production of these metals is not adequate 
to meet our needs, restoration of $74,875 is necessary to finance the development 
of chemical and m« tallurgical procedures and of techniques 
the analysis, treatment, and 
minerals, 


und equipment for 


economic recovery of columbi im and tantalum 


(4) Since domestic production of asbestos supplies only 6 percent of our 
quirements, the Bureau of Mines seeks restoration of the $42,000 reduction 
permit research designed to devs lop satisfactory synthetic substitutes. At the 
same time, the vulnerability of our position can also be eased by developing 
adequate methods of beneficiating Canadian asbestos for strategic 
reducing our dependence on Africa for 
for such work becomes continually 
increases, 

(5) While clay is a widely distributed mineral. the 
resources of specific varieties for s 


re- 


Lo 


uses, thus 
Strategic grades of asbestos. The need 


more urgent as domestic consumption 


provision of adequate 
pecial uses is a problem in many 
the Pacifie Northwest, rapid industrial growth is demanding new sources of 
supply for refractories and other ceramic products. In Colorado, I tah, and 
California the expanding metallurgical and glass industries have created a 
severe shortage of high-alumina clays for the manufacture of superduty refrac 
tories. Restoration of the reduction of $24,706 made by the House for fiscal 
year 1954 is sought to permit the investigation of promising deposits of clays 
and related ceramic materials and the laboratory investigations that will im 
prove our supply of ceramic resources in areas that are now experiencing 
shortages, 


areas. In 


ADMINISTRATIVE FUNCTIONS 

Under the “General administrative expenses” appropriation restoration of 
$238,700 is recommended to provide the minimum amount needed f. r the effi 
cient administration of the Bureau of Mines. Such 
the Office of the Dire« tor, Office of the Chief Counsel. 


Division and similar activities in the field 


administration includes 
id the Administrative 





CONSERVATION AND DEVELOPMENT of MINERAL Res URCES 


(Revised estimate, $17,550,000; act, $18.657.000) 


(House hearings, pt. 2 pp. 589-673 


~ t 3) 
(P. 20, line 5) 


Page 20, line 5, strike out “$13,395,918” and insert in lieu thereof “$15,928,180” 
an increase of $2,532,262 in the appropriation. 


@iOUSE REPORT 


“The committee has allowed $12,178,814 
below the budget estimate. The following 
items under this program: 

1. Fuels: 
Coal __ 


which is a reduction of $8,321,186 
amounts have been allowed for the 


ee a —— ‘ -~ $2, 050. 000 
Petroleum and natural gas ___ “ tblaaiias es 
Synthetic liquid fuels____ ils ey 1, 267, 600 


Helium _____- 

2. Minerals and metals: 
Ferrous metals and alloys__- 
Nonferrous metals 
Nonmetallic minerals : 
Mineral research, unclassified 2 

3. Control of fires in inactive coal deposits__ 


adh + . . 90, 795 


sn , ares J wwe ek 
= 3, ARS, lL: 
333, 2% 

maiceall, 860, 000 


‘ a 354, 925 
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“In the table above the only appreciable change from the amounts allowed in 
the current fiscal year is for the synthetic liquid fuels program. It was reported 
to the committee that the Secretary proposed to put the synthetic liquid fuels dem- 
onstration plant at Louisiana, Mo., in standby. This plant is used for making 
gasoline from coal by hydrogenation and gas synthesis processes. It was reported 
to the committee that refinements accomplished to date in these processes have 
brought the cost of producing gasoline down to within a few cents of being com 
mercially competitive with other methods of producing gasoline. The Bureau 
of Mines has been operating another synthetic fuels demonstration plant at Rifle, 
Colo., from which gasoline has been made from oil shale. This process was 
reported to be even closer, cost wise, to being commercially competitive in the 
production of gasoline than the processes beiny: used at Louisi»na. The commit 
tee has therefore concluded that it is time t» close the Rifl» plant also. The 
Bureau appears to have done an excellent job in leading the way in these import 
ant developments which are now at the point where private industry can pick 
them up. Funds have been disallowed for continued operations at both locations 
but the committee has allowed $500,000 for putting the two plants in standby 
In addition, the committee has disallowed other funds programed for the syn 
thetic liquid fuels program with the exception of $767,600 needed for lab ratory 
and pilot-plant research on a new refinement in the hydrogenation process which 
is reported to hold great promise for the future in production of synthetic liquid 
fuels. The Secretary is instructed to dispose of the two demonstration plants 
in accordance with existing law and agreements which may be in existence 
between the Department and other Federal agencies.” 


JUSTIFICATION 


The amendment restores $2,532,262 of the $3,954,082 reduction made by the 
House in the budget estimate. This amount is for the following activities: 


Approrriated| Revised est House bill Restor 
1953 mate 1954 1954 ’ 


1, Fuels 


(a) ‘ $2, 109, 628 2, , 000 $2, 050, 000 

(db) *troleum and natural gas 1, 343, 356 , 343, 300 1. 343. 356 
(c) Synthetic liquid fuels 7, 630, 304 5, 905. 000 9 484 704 $1. 994. 406 
(d) Helium 2 ~ 90, 795 90, 800 90. 795 

2. Minerals and meta 
(a) Ferrous metals and allo , 793, 719 2, 190, 000 1, 793, 719 
(b) Nonferrovs metals 3, 585, 125 3. 660, 000 3) 585. 125 
(c) Nonmetallic minerals 833, 294 900, 000 833, 294 
(i) Mineral research, unclassified O15, 854 | 8480, 000 860, 000 

3. Control of fires in inactive coal de posits 354, 925 350, 900 354, 925 


Total 18, 657, 000 17, 350, 000 13, 395, 918 


A breakdown of the restoration by objects of expenditure follows: 

Personal services___~-~-~- agent nei “4 $1, 843, 620 
Travel seteimiitidilainamaneihnigtiinbil ‘ — . ol . . 41, 000 
Transportation of things__- : ; 35, 200 
Communication services_—- . ‘ nmininienee : 11, 890 
Rents and utility services athe 7 44, 500 
Printing and reproduction_______ ae ; 16, 469 
Other contractual services 17, 550 
Supplies and materials 
Cquipment 

Total 2, 582, 262 
1. Fuels 

(c) Synthetic liquid fuels, $1,994,400.—The National Security Resources Board 
commented as follows on the report of the President’s Materials Policy Commis- 
sion’s recommendations on the synthetic liquid fuels program: 

“The economic aspect of producing synthetic liquid fuels from oil-shale and 
coal is already under continuing study by the Department of the Interior. The 
security aspects of the problem and the relation of the Department's study to 
the work of other agencies can be considered by the National Security Resources 
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Board as a part of its continuing review function assigned in the President’s 
memorandum of July 9, 1952. Thus no additional action in this field seems 
warranted now.” 

Concurring in this recommendation were the Atomic Energy Commission, the 
Department of Defense, the Department of the Interior, and Mutual Security 
Agency. It is apparent that this recommendation envisioned continuing the 
synthetic liquid fuels work of the Bureau of Mine Fhe recommendation in 
February 1953 by the Secretary of the Interior and the Bureau of the Budget 
for discontinuing operation of the coal-to-oil demonstration plant at Louisiana, 
Mo., was followed by inquiries from several industrial o1 zations interested 
in operation of this plant. Hower the tr mm ition by the Appro 
priations Committee of the House o epr ntat =f eonthy > os 


nuing oil-shal 
research, the synthetic gas research and development program, and a large por 
tion of the coal-to-oil process development activities, lea very little time for 
transfer of these essential programs to industrial organizations Altl izh it 
1s prol able that, given a reasonable time for cooperative effort operation of 

oil-shale demonstration plant by an industrial organization will ur, it is not 
likely that laboratory and small pilot-plant research on oil-shale retorting 
shale-oil refining, and coal-to-oil processes will be carried forward on an adequate 
schedule by industrial organizations. National security requires synthetie liquid 


} 


fuels research of long-term character, which industria] 
expected to undertake. 
The first, and costwise, most important step in the conversion of coal to liquid 


organizations cannot be 


fuels is the production of synthesis gas (a mixture of carbon monoxide and 
hydrogen). Sixty to seventy percent of the total cost of gasoline production by 
the gas synthesis (or Fischer Troy sch type) process is the cost of compressed 
synthesis gas; and 35 to 45 percent of the total cost of gasoline production by 


mul 
' 


direct hydrogenation is the cost of compressed hydrogen. Because of the high 
temperatures involved, and the high heat losses in small equipment, processes 
for gasification of coal to produce synthesis gas and hydrogen must be tested and 
developed in large pilot plants. Also necessary are a relatively larze oxygen plant 
and coal preparation and handling equipment. Progress in gasification of coal 
has been slower than desired because of limitations of space and funds A new 
station is being completed at Va., Which will provide additional 
space, The funds requested, viz, $850,000, comprise the minimum needed for the 
coal-gasification work. 

Cooperative effort on coal gasification by the Bureau of Mines and industries 
such as the Babcock & Wilcox Co... has been effective during the past few years, 
and it is anticipated that final tests of some of the processes will be made in 
industrial scale equipment made available to the Bureau of Mines by industrial 
organizations. These coal-gasification processes are of fundamental economic 
importance not only for synthetic liquid fuels production but also for cheaper 
production of synthetic ammonia and a variety of chemicals 

The potential returns from money already invested in research and develop 
ment on shale-to-oil and coal-to-oil processes have scarcely begun to be realized 
Indeed, the oil-shale research laboratory at Laramie, Wyo. (for which an allot- 
ment of $476,800 was requested for the fiscal year 1954), has only recently 
collected adequate tools and staff for its work. The quality of the returns to be 
expected during the next few years may be gaged by the results of the high 
temperature retorting process developed in this laboratory. This process pro- 
duces from oil shale, in a single step. a highly aromatic low-boiling oil which 
is a suitable component for aviation gasoline, and contains large amounts of 
benzene and toluene which are currently in short supply for production of syn- 
thetic rubber and a variety of essential chemical products. Most of the analytical 
work of the Rifle plant is performed at Laramie where suitable facilities exist 
Closing the Laramie laboratory would require that this work be done elsewhere 
at considerably more expense and delay. 

The gas synthesis (or Fischer-Tropsch type) process development at the 
Bruceton, Pa., laboratories (for which $667,600 was requested for fiscal year 1954) 
is in a somewhat more advanced state than the oil-shale laboratories at Laramie, 
Wyo. Thus, several recent improvements in the gas synthesis process, such as 
more efficient catalysts and a cheaper carbon dioxide scrubbing system, have 
lowered the estimated cost of gasoline by about 3 cents per gallon. It is expected 
that current ideas now being incorporated into the program will result in further 
reductions. In addition to the gas synthesis research at Bruceton, Pa., an im 
portant and extensive program of corrosion tests at hig! pressures for the 
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Atomic Energy Commission is now in progress in these laboratories. For both 
the gas synthesis program at Bruceton, Pa., and the oil-shale research work at 
Laramie, Wyo., adequate returns from the investment already made can be 
realized only by continuing the work at the current level of activity. 


Summary of funds requested for restoration for synthetic liquid fuels 
(1) For coal gasification work at Morgantown, W. Va $850, 000 


(2) For shale-to-oil research at Laramie, Wy0_-_- 476, 800 
(3) For coal-to-oil research at Bruceton, I 667, 600 


Total_- a , — , 994, 400 


2. Minerals and Metals 

(a) Ferrous metals and alloys, $396,281.—The restoration of the $396,281 re- 
duction made by the House will make possible additional work on manganese 
and ferro-alloy metals, general. 

Manganese, $216,281: Restoration of these funds will permit the Bureau of 
Mines to conduct field examinations in Washington and Oregon to determine 
the extent of presently unused manganese-bearing materials, particularly rhod- 
onites. Similarly, metallurgical work on the treatment of manganese-bearing 
ores in Aroostook County, Maine, would be possible. 

Investigations have shown that manganese-bearing ores of the Cuyuna Range 
in Minnesota are amenable to upgrading through conversion to manganese sul- 
fate in a sulfatizing furnace. Restoration of funds will permit expanded pilot- 
plant testing on this process to establish its feasibility. The effectiveness of the 
Boulder City, Nev., pilot plant would be improved by permitting additional runs 
of various low-grade domestic Manganese ores. 

Ferro-alloy metals, general, $180,000: The restoration of these funds will 
permit the inauguration of extensive field investigation and extraction tests on 
occurrences of low-grade tungsten-bearing ores. Similar work, but on a much 
smaller scale, would be possible on cobalt, molybdenum, and nickel. 

(b) Nonferrous metals, $74,875.—Restoration of the $74,875 reduction made 
by the House will be necessary if the Bureau of Mines is to continue the exami- 
nation of placers containing columbium-tantalum minerals and to develop ap- 
propriate chemical and metallurgical procedures, techniques, and equipment 
for analysis, treatment, and economic recovery of these minerals. 

The United States, at present, is virtually 100 percent dependent upon imports 
for its columbium-tantalum requirements. Without a dependable source of 
these critical important minerals, the future progress of the defense effort is 
endangered. The initial survey of potential reserves of radioactive and rare- 
earth minerals, known to occur in placer deposits of the Rocky Mountain and 
Appalachian Mountain areas, has indicated substantial tonnages of recoverable 
ore. In addition to monazite, the source mineral of the rare-earth metals, tho- 
rium, and uranium needed for the expansion of the atomic-energy program, sig- 
nifiicant quantities of various columbium-tantalum minerals were found. Co- 
umbium plays an indispensable role in the jet-engine program. Tantalum is 
needed for vacuum tubes and electrolytic condensers used by the Armed Forces 
and for use as a catalyst in the manufacture of synthetic rubber, Further 
mining and metallurgical research will be necessary before production of these 
minerals can be assured in the amounts required by industry for the defense 
program. 

(ec) Nonmetallic minerals, $66,706.—Minerals of construction, $42,000: The 
restoration of the $42,000 reduction made by the House will permit the Bureau 
to go forward on the asbestos-research program, Consumption of asbestos in 
the United States for a wide variety of strategic and essential industrial and 
construction uses is increasing rapidly but domestic production can supply only 
6 percent of our requirements, Consequently, we now import almost all of our 
supplies from foreign countries. There are a number of possible means whereby 
the supply position of the United States can be improved. More thorough 
examination of the serpentine areas, particularly in New England and the west 
coast, where asbestos is known to occur, may reveal deposits of commercial 
size. To reduce our dependence on African strategic grades of asbestos, ade- 
quate methods of beneficiating the more easily available Canadian grades should 
be found. There are several possible substitute materials which constitute very 
promising fields of research. Continued research on asbestos synthesis is 
essential. 
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Ceramic and fertilizer materials, $24,706: The reduction of $24,706 made by 
the House for fiscal year 1954 will result in curtailment of research projects on 

iperduty refractories and the utilization of Pacific Northwest bentonites, re- 
fractory clays, and other ceramic materials. 


GENERAL ADMINISTRATIVE EXPENSES 
(Revised estimate, $1,325,000 ; act, $1,278,000) 
(House hearings, pt. 2, pp. 689-692) 


(P. 21, line 4) 


Page 21. line 4, strike out “$1,086,300” and insert in lieu thereof “$1,325,000” 
the revised estimate, or an increase of $238,700 in the appropriation. 


HOUSE REPORT 


“An appropriation of $1,086,300 is recommended. This is a reduction of 
£238,700 below the budget estimate of $1,325,000. It is also a reduction of 
$191,700 below the 1953 appropriation, or a 15-percent cut This 15-percent 
reduction below the current year level represents one-half of the average annual 
personnel separations in the Bureau of Mines and is to be arrived at principally 
by attrition of personnel.” 

JUSTIFICATION 


The amendment restores $238,700. the reduction made by the House in the 
budget estimate. This amount is for the following activity: 


General administrative expenses : 
Appropriated, 1953 “ cdl ee cadeciietphacigiapan Gl meee ae 
Revised estimate, 1954__- sha é ime e x 325, 000 
House bill, 1954__- js ; ‘ a — —— s 3, 8300 
Restoration requested___ ; aii e 238, T00 


A breakdown of the restoration request by objects of expenditure follows: 


Personal services... —- so oat th cadallled Let atielasihie ‘a , S , 270 
TRAE Sick ee b ' 7 binds ‘ 740 
Transportation of things— ™ Flaine 305 
Communication services . ; emia , 000 
Rents and utility services ‘ : . ‘ ee 95 
Printing and reproduction_____ bs , sd 5, 220 
Other contractual services_ e , ahha bid jchehe , 200 
Supplies and materials. pales - sili desist - . . » 260 
Equipment —._._____ 


995 


OOM at cad aknacwaiumeken aisle 238, 700 


The budget estimate of $1,325,000 provides only the minimum amount needed 
to perform those administrative tasks required by law and regulations. The 
amount approved by the House is $238.700 below the 1954 estimate and $191,700 
below the amount appropriated for the 1953 fiscal year. Full restoration of the 
reduction of $238,700, made by the House, is requested to provide for the efficient 
administration of the Bureau of Mines. Such administration includes the Office 
of the Director, Office of the Chief Counsel, Office of Minerals Reports, and the 
Administrative Division under which are Branches of Personnel, Budget and 
Finance, Property Management, and Office Services. Generally speaking, it 
covers the salaries and expenses of the Director, Assistant Directors, regional 
directors, and other officials and employees with overall responsibilities and 
excludes those whose responsibilities are limited to a particular program or 
activity. 


RESTORATION OF FUNDS 


Mr. Mirter. We are seeking the restoration of items amounting to 


$2,710,962. ‘The largest item is for synthetic liquid fuels amounting 
to $1,994,400, which Mr. McCabe could discuss later. The second item 


2999 no 


32224—53—pt. : 61 
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is for metals and minerals, $5: 37,862, which Mr. Zinner is prepared to 
describe. Finally an item of $ $238,700 for general administrative, 
which Mr. Rice can discuss. 

Since these gentlemen have discussed these items in the previous 
hearings, with your permission I would like these people to describe 
the separate iteras. Mr. McCabe can speak on the first item. 

Senator DworsuaKk. We will be glad to hear them. 


COAL GASIFICATION WORK 


Mr. McCass. The first item that restoration is asked for is the coal 
gasification work at Morgantown, W. Va. That is in the amount of 
$850,000. 

The work at Morgantown is just getting along now to where it will 
give us material results from the investment already made. This is 
a very important part of the synthetic liquid fuel program. 


OIL SHALE RESEARCH 


The second item is one of $476,800 for oil-shale research at Laramie, 
Wyo. This laboratory develops in the initial stages the processes 
that are carried out on a larger scale at Rifle, Colo. At Laramie, there 
is a single-step process now, a high-temperature process for oil shale, 
that looks very promising, and one which will make highly aromatic 
gasoline and other chemical products from the shale. 

In addition this laboratory is a service laboratory for Rifle. It is 
a control laboratory for the oil shale and does the testing work for the 
oil shale retorting plant at Rifle. 

At Bruceton, Pa., there is $667,600 for coal-to-oil research, that is 
asked to be restored. ‘There are several important gas synthesis proc- 
esses that are being developed there on a small se ale, and some of those 
are extremely promising. 

We feel the restoration of these will give us an opportunity of 
realizing the value on the funds that are already invested. We devel- 
oped that a week ago Friday at considerable length before the commit- 
tee, Mr. Chairman. 

Senator Dworsuax. We have had some testimony on that matter 
previously, as I recall. 

Mr. McCasz. Yes. 

Senator Dworsuak. Do you have another item? 


METALS AND MINERALS PROGRAM 


Mr. Mutter. That covers the three parts of the synthetic fuel item. 
The néxt item would be $537,862 for 2 or 3 parts of the metals and 
minerals program which Mr. Zinner could describe for your informa- 
tion. 

Mr. Zinner. Restoration is being sought for three items under “Fer- 
rous metals and alloys,” under “Nonferrous” and under “Nonmetallic.” 
All of these sums are for supplemental work that will be permitted 
by the sums mentioned in the House report. None is for any new 
activity. 

The item for manganese would permit an investigation of silicate 
ores in southwestern * Oreg on for which metallurgical processes have 
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been developed during the past year. It would also permit the more 
thorough investigation of oxide ores in the State of W ashington. 

Without restoration the present program does not permit work to 
continue on the ores of Aroostook County, Maine. We feel that be- 
cause of the size of those deposits and the complexity of the problem 
that a modest program of research should continue for the purpose of 
devising some way to utilize those ores. 

There are several pilot plants in the establishments that we are 
operating for manganese research that can only be operated about 50 
percent of the year under the present allowances. Restoration of this 
sum would permit those facilities to be used more effectively through 
out the year. 

MANGANESE 


Senator Haypen. With respect to manganese, Mr. Chairman, we 
have had, of course, a problem all these years of trying to find enough 
in the United States to meet our national defense needs. Have we 
anywhere approached that volume? 

Mr. Zinner. Senator, we have this problem. The demand for 
manganese is moving ahead faster than the new techniques can be 
developed to supply manganese from domestic sources. I mentioned 
to the committee before that 10 years ago we were supplying about 10 
percent .of our manganese requirements from domestic sources, 
whereas at the present time we sup ply about 7 percent, even though 
we are actually making substantial strides in utilizing domestic man 

ganese. That is occasioned by the great increase in steel capacity re 
quiring more and more manganese. So actually there is substantial 


progress being made. 

In the case of the Arizona deposits, in particular, a process has 
been developed over the past few years which permits the use of those 
ores. J cannot say at what price, but under emergency conditions 
there is a process developed to use those ores. 

Senator Haypen. Thank you. 


FERRO ALLOYS PROGRAM 


Mr. Zinner. Under the ferroalloys program, restoration of 
$180,000 would permit more extensive field work on the evaluation of 
sources of tungsten, particularly throughout the Western States. 
lungsten is a continuing supply problem, and we feel that a more 
thorough investigation of potential sources and means of upgrading 
some of the western ores should be made. 

Under “Nonferrous metals” a sum of $74,875 is needed to increase 
the scale of field investigations on columbium and tantalum sources. 
We pointed out earlier before this committee that the Nation is vir- 
tually 100 percent dependent on foreign imports of columbium. New 
metallurgical developments, particularly in jet aircraft, have placed 
this commodity in a rather strategic position and we feel that de- 
pendence on foreign imports for all of our needs is a rather dangerous 
situation. Everything possible should be done to correct that 
situation. 

Senator Dworsuakx. You would apply that same policy, would 
you, to other minerals in addition to columbium, 
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Mr. Zinner. Yes. We have a rather active program on most of 
the metals that are really critical at the moment. This item is mere ly 
to permit more emphasis on columbium and tantalum in our existing 
program under “Nonferrous metals.” 


NONMETALLIC MINERALS 


Under “Nonmetallic minerals,” 2 items that are involved in this 
request for restoration, $42,000 would be used for work on asbestos. 
This addition would permit increasing the scale of the asbestos pro- 
gram. This is not a new activity. It would permit more activity 
in the western areas including we investigation of potential new 
sources of asbestos, particularly in California and Arizona. 

Also the program on synthesizing asbestos should go ahead at a 
more rapid rate than is permitted under the present funds available 
for such work. 

The second item involves the investigation of ceramic raw materials 
and their use in making superduty refractories. The need for such 
study comes about by metallurgical processes developed over the past 
few years employing greater temperatures. The need for better re- 
fractories that can withstand such temperatures is considerable. I 
think that covers the subject. 

Senator Haypen. Mr. Chairman, I would like to make this inquiry. 


EFFECT OF HOUSE REDUCTION 


As I understand it, the House cut the total and this justification you 
make shows how the cut will be applied or how the money would be 
restored to different branches. 

Mr. Mitier. I believe that is correct. These are the activities 
which would be affected if the House action stands. These are the 
things which would be restored. 

Senator Haypen. That is in your judgment you would have to ap- 
ply the cuts in the manner’shown here. ‘The House did not actually 

say that $66,706 should be taken away from nonmetallic minerals. 

Mr. Miniter. You are quite correct, Senator. The House action did 
not identify these particular items, but it did identify the increases 
which had previously been allowed by the Bureau of the Budget. 

Senator Haypen. The difficulty, of course, in meeting the cut made 
by the House, which is the lump sum of all research activities, when 
we come back and say so much should be needed for = and that, 
it may be said, that is all right, the Bureau can take it away from 
one place and put it on another. 

I think, on the other hand, you are fully justified in showing how 
wy could get along the best you can with the amount of money allowed 
by the House, and where you would apply the cuts if it was handled 
in that way. You are entitled to have a judgment in that respect. 

Senator DworsnHax. Are there any programs disallowed by the 
House which you are not asking to be restored ? 

Mr. Mrixrr. Not in the metals and minerals field. We are asking 
for all of the items which Secretary McKay approved in his review 
of our budget, which were disallowed by the House. We are not ask- 
ing for anything beyond that approved. by the Secretary. 





INTERIOR DEPARTMENT APPROPRIATIONS, 1954 2089 


REVISED BUDGET 


Senator DworsHak. You want all of the specific items restored 
within the revised budget which were deleted by the House. 

Mr. Miturr. Yes, sir. 

Senator Haypen. As to the revision made by Secret: ry Mc Kay in 
the original budget, there is a reduction of how much in the total 
appropriation for the Bureau of Mines? 

Mr. Rice. In this appropriation, Senator, the revised estimate was 
$17,350,000. The Secretary’s reduction was $2,000,000. That was for 
synthetic liquid fuels at Louisiana, Mo. 

Senator Dworsuak. ‘There seems to be some discrepant \ in the tabu 
lation which the committee has. The revised budget shows a total of 
$17.350,000 for conservation and development of mineral resources. 
The Hous se allowed S18 395.918. You are asking to be restored a total 
of $2,532,262. Is that the restoration figure ? 

Mr. Mitter. Yes. The difference there represents a change in the 
synthetic fuels line. We are not asking for a restoration of ill cuts 
in the synthetic fuels line. We ire 1n the metals and mil erals up 
propriation. 

Senator Dworsuax. Which item of synthetic fuels are you not 
asking for restoration ? 

Mr. McCase. Originally when Secretary McKay indicated a cut 
of Sv million, we thought that it wouk | be 1 iecessary to save Sl fie en 
approximately for closing the plant, paying off terminal leave, and s 
on. We have gotten along so r: oes, with that. and the committee 


expressed a wish 2 weeks ago to ti it over qui ids gable is pro 
gressing so ra vid] LV that the Secret: iry now feels we will not need that 
additional $1 million. Instead of asking for $2 n lion. he. was willing 
to cut the whole item out for Louisiana, except that the House gave 
$250,000 for closing any plants that might be closed, 


GENERAL ADMINISTRATIVE EXPENSI 


Mr. Mitier. The last item is on general administrative and that 
is for restoration of an amount of $238,700, which I think Mr. Rice 
could explain. He talked about it before in the first hearings. 

Mr. Rice. In the general he Aring’s a few weeks ago on the Bureau 
of Mines appropriation on this item, justification was made for the 
complete revised estimate. The revised estimate is about $47,000 
higher than the amor int appropriated in 1953, and that was explained. 
In the House bill $238,700 was cut. This is a backbone appropraition. 
It depends not so ‘much upon the volume of work that the Bureau 
conducts as it depends upon the number of installations that we 
operate. At each installation we have to have certain qualified em- 
ployees in order to enable us to carry out such administrative activities 
as the appointment of employees, the purchase of sup plies and equip 
ment, the auditing of vouchers, and the handling of Government 
property in accordance with the laws that are passed by the Congress, 
and the regulations that are issued by the Joint Committee on Print 
ing, by the Civil Service Commission, by the General Services Admin 
istration and so forth. 

For that reason a cut in this appropriation in proportion to the cut 
in activities is going to be extremely crippling and we are likely to 
get in trouble. 
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PERSONNEL 


Senator Dworsnax. How much personnel is involved in this act? 

_ Mr. Rice. This is almost totally pe rsonnel. In the restoration there 

$214,270 for personnel services out of $238,700. 

" Senator Dworsuax. Cover ing how many persons? 

Mr. Rice. Covering approximately 40 persons. 

Senator Dworsnax. If you do not get this fund restored, you will 
have to discharge 40 persons? 

Mr. Rice. No. Because part of it is an increase. We would have 
to discharge about 30 persons. 

Senator Haypen. And they are located in different places? 

Mr. Rice. They are spread widely throughout the country in field 
installations. One of the large items here is printing and reproduc- 
tion. We have to supply for our people in the field at more than 100 
different installations copies of some of the laws that are passed by the 
Congress and all of the laws that pertain to our activities. Those are 
obtained from the Government Printing Office and they are charged 
to printing and reproduction. We have to distribute to all of our 
field activities the reabititing that are issued almost weekly by the 
Civil Service Commission and by the General Services Administration, 
pertaining to personnel and purchasing and the managing of property, 
and all of those are obtained from the Government Printing Office and 
are paid for from this item of printing and reproduction. 

We have no escape from that. We have to keep these people 
informed. 

COMMUNICATION SERVICE ITEM 


Senator DworsHak. The “Communications service” item of $1,500; 
is that essential ? 

Mr. Rice. I believe that it is. 

Senator Dworsuak. How does that compare with the amount you 
had this year? 

Mr. Rice. We had $8,245 in 1953. This $1,500 is the effect that the 
reduction of $238,700 would have on the total item. 

Senator Dworsuax. That would put that much below last year’s 
figure. 

Mr. Ricr. Yes. That includes telephone, teletype, telegrams, and 
postage stamps in those instances where we have to buy postage 
stamps to pay postage on documents which weigh more than 4 pounds. 

Mr. Mitter. That completes the item. 

Senator Dworsuax. What is this equipment that you are asking 
for $3,095 ? 


ADMINISTRATIVE EQUIPMENT 


Mr. Rice. Administrative equipment would be adding machines, 
the lower price type, the simple 10-key type adding machines, type- 
writers, and so forth. 

Senator Dworsuak. Did you ever try to get any of this equipment 
from the General Services Administration? For instance, in closing 
agencies like OPS do they not have considerable surplus equipment 
which is made available for other agencies? 
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Mr. Rice. We are constantly on the alert. Bear in mind that this 
equipment item is for the administrative services. For all of ou: 
other work we use a great volume of this type of equipment. We have 
in our economics and statistical work, for instance, a great deal of 
calculation and in our engineering work calculation on the higher 
price calculating machines, those that cost about $750 apiece. Ou 


property people are constantly on the alert to obtain surplus property 
where they can. 

Senator Dworsnak. There must be a lot of that kind of equipment 
available. I suppose the World War II equipment is pretty well dis- 
sipated and used up. -But in the last few years the Government has 
been purchasing a lot of new equipment that probably is in surplus 
at this time. 

Mr. Rice. At the present time not much is available. We ourselves 
will have some available if we close the plant at Louisiana, Mo., a 
small amount relatively of this equipment. If the defense agencies do 
go out of the picture on June 30, undoubtedly they will put a good bit 
of office equipment on the surplus list. 

Senator DworsHak. Does that complete your statement ‘ 

Mr. Rice. Yes, sir. 

Mr. Muuer. | believe that completes our statement, sir. Thank 
you very much for the opportunity of presenting it. 


NATIONAL Park SERVICE 


STATEMENTS OF CONRAD L. WIRTH, DIRECTOR; HILLORY A. 
TOLSON, ASSISTANT DIRECTOR; FRANK T. GARTSIDE, ASSISTANT 
SUPERINTENDENT, NATIONAL CAPITAL PARKS; AND KEITH P. 
NEILSON, FINANCE OFFICER, OF THE NATIONAL PARK SERVICE 


RESTORATION OF FUNDS REQUESTED 


Senator Dworsuak. The committee will be glad to hear from the 
Park Service officials. 

Mr. Wrern. As I understand, Mr. Chairman, we are to take each 
item-as indicated, and discuss those without going into the whole 
structure. 

Senator Dworsuak. First can you tell us the total amount of the 
restoration you are asking ¢ 

Mr. Wiern. We are asking for a restoration of $1,158,450 in man- 
agement and protection. We are asking for a restoration of $1,200,000 
on the maintenance and rehabilitation. We are asking for a restora- 
tion of $709,000 under construction, and we are asking for a restoration 
of $130,000 in general administration, a total of $3,197,450. 

Senator Corpon (presiding). I have them in front of me. 

Mr. Wirrtu. I might say, first, if I may, in our general budget re- 
quest for funds we made our emphasis this year on management, pro- 
tection, maintenance, and rehabilitation, and we justified very strongly, 
I think, the great need of the protection and the management of our 
properties, and the rehabilitation facilities and the handling of the 
people that visit the parks. 
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I might say, if I can, that the budget allowed us by the Bureau of 
the Budget will take care of a fairly good-sized increase in funds. 
However, to be perfectly frank, it does not provide all the manpower 
that we need to maintain the park areas. 

I have some figures which will give you an idea of what I mean. 
For instance, in 1952 our total man-years of employment was 28 per 
cent below what we had in 1941. In our 1953 budget, under which we 
are now — ating, it is still 23 percent below 1941, and with our re- 
quest for 1954, it would still be 15 percent below the man-years that 
we had in 1941. 

Senator Corpon. Was that your highest year? 

Mr. Wirrn. That was our highest year, yes sir, before the war. 

Senator Corpon, I just doubt the validity of your argument, but 
you are entitled to make it. 

Mr. Wirrn. I would like to point this out also. I do not want to 
misrepresent the facts. It does not mean that we have not had more 
money. It isa question of what you get for your money. 

Senator Corpon, There is no question about that. You are talk- 
ing about man-years and not money. 

Mr. Wirrn. That is right, because that is what we have to tak 
care of the parks. 

Senator Corvon. I do not question but what it costs you more to 
do the same thing now. There is no question about it. 


INCREASE IN VISITORS 


Mr. Wirrn. In 1941 we had a total visitation of around 21 million. 
In 1952 we had 42,474,000 visitors. We estimate in 1953, we are 
running 25 percent ahead of last year already, about 50 million visi 
tors, and by 1954 we will have around 55 million visitors in the parks, 
which indicates a 160 percent increase over 1941. That is our problem. 

Senator Corpon. Your personnel cannot have any direct percentage 
relationship to the number of visitors. 

Mr. Wirru. That is correct. it cannot. Asa matter of fact, in our 
estimates, Senator, if we had 7 to 10 percent more man-years than 
we had in adap we would be in very good shape even with the in 
crease in travel that we are getting. It does not go up in direct pro- 
portion, that ia absolutely true. 

Senator Haypen. With less than 10-percent increase in man-years, 
you could take care of twice the load. 

Mr. Wirrn. Yes, sir; that is due to the fact that you can carry 
higher capacity and you are gradually improving your operations 
and methods and so forth and so on. But as I say, even with the 
restoration of the funds we request here we will still be 15 percent 
below 1941, and still 25 percent of what we feel we actually need 
order to manage the parks p1 ‘operly. So our main requests are for 
management, protection, and maintenance and rehabilitation of our 
areas. 

I can go into considerable detail on all of this. 

Senator Corpon. I want to ask you about one or two of them 
presently, but you finish what you have to say. 

Mr. Wirrn. It is spread between the various items of concession 
management and park management. 
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MANAGEMENT AND PROTECTION 


(The justification referred to follows :) 


MANAGEMENT AND PROTECTION 
(Revised estimate, $9,945,000; act, $8,786,550) 
(House hearings, pt. 1, pp. 201-211) 

(P. 23, line 10) 


Page 23, line 10, strike out “$8,786,550” and insert in lieu thereof “$9,945,000,” 
the revised estimate, or an increase of $1,158,450 in the appropriation. 


HOUSE REPORT 


“The budget estimate for this item is $10 million. The committee has allowed 
an appropriation of $8,786,550 which is the same amount as was approved for 
the year 1953. The funds allowed are to be distributed among the various 
items under this heading in the same amounts as were programed for fiscal 
year 1953.” 

JUSTIFICATION 


The amendment restores the reduction of $1,158,450 made by the House in the 
revised estimate for this appropriation. This amount is distributed to activities 
as follows: 


Activity 


1, Managemen 
2. For \ 
Soil and moisture conservation 
Park and recreation programs 
5. Concessions management 


Total 


A breakdown of the restoration request by objects of expenditure follows: 


Personal services : : $918, 481 
Travel — suia : md / 38, 140 
Transportation of things__- : ' ee S77 
Communication services ere ; 3, 747 
Rents and utility services ‘ : 47,417 
Printing and reproduction. : ; 31, 070 
Other contractual services____~—- : 3, 247 
Services performed by other agencies 3, 500 
Supplies and materials : E 55, 888 
Equipment ; = 50, 493 
Taxes and assessments a s 7 ; 3 , 5, 590 


Total 4 ‘ : 1, 158, 450 


The entire reduction of $1,158,450 by the House below the revised budget 
estimate is recommended for restoration. That amount is needed to meet the 
increasing workload, or to provide for minor but important fund deficiencies in 
some of the programs. Purposes of the restoration, by activities affected, 
follow: 

1. Management of parks and other areas—Restoration of the $1,077,180 for 
this activity would provide $396,149 for 112 permament positions; $403,327 for 
112 man-years of additional seasonal employment; $216,291 for supplies and 
materials, ete. ; $37,913 for replacement of equipment and purchase of additional 
units; and $23,500 for informational publications to meet visitor demands. 
These increases would be spread throughout 180 geographically widespread 
parks and other areas located in 38 States, Hawaii, Puerto Rico, Alaska, Virgin 
Islands, and the District of Columbia. 
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Visitor use of these areas has doubled since 1946 and an increase of 20 percent 
or more over the past year is expected during the 1953 travel year, based upon 
travel figures to date. These areas are staffed to handle only about one-half to 
two-thirds of the use being received. Additional personal services, supplies, 
and equipment are essential if the Service is to furnish essential services to this 
huge visitor load and at the same time protect the basic values for which the 
areas were set aside. Of the $396,149 for permanent positions, $357,874 would 
provide 101 positions for 66 different park areas; and $38,775 would provide 10 
United States Park Police privates and 1 sergeant required for patrol of a 
portion of the new Baltimore-Washington Parkway, part of which will be in 
use during 1954. The police positions will provide for operation of only 1 police 
cruiser 24 hours a day for a 7-day week, after taking into consideration the 40- 
hour workweek and leave requirements. 

Restoration of $403,327 would provide 112 man-years of seasonal employment 
to furnish guide and other visitor services, protect park values from vandalism 
and permit longer periods of eperation of numerous checking stations. This 
help is urgently needed during the heaviest visitor-use periods which occur dur- 
ing the summer months. Approximately $200,000 of the increase is for operating 
fee-collection stations, and it is estimated that this would provide additional 
revenue for the United States Treasury in an amount of $400,000, or double 
the cost. 

Additional operating supplies and materials ($216,291) and equipment 
($37,913) is likewise needed throughout the 180 areas administered. <A portion 
of that amount is for uniforms and equipment of the United States Park Police 
and guards to be assigned to the Baltimore-Washington Parkway, the Wash 
ington Monument, Lincoln Museum, and the Carter Barron Amphitheater in the 
District of Columbia. Provision is also made for operating the new Virgin 
Islands National Historic Site for which funds have not been made available 
previously. 

The remaining $23,500 recommended for restoration is to permit the printing 
of additional free informational leaflets. The $96,500 available does not allow 
the printing of sufficient quantities needed to meet the visitor demand, and dis 
tribution must be restricted. This is an important means of notifying the visitor 
of park regulations, giving him directions through a map showing roads and 
points of visitor interest, and giving him information which he would otherwise 
have to secure from an employee. It is also an invaluable method of protecting 
the basic features for which the area was established. The importance of this 
comparatively nominal amount of increase cannot be overemphasized, as it would 
alleviate the need for some personal services. 

2. Forestry and fire control.—Restoration of the $36,600 House reduction for 
this activity would undoubtedly result in lower costs of fighting forest fires 
through the provision of a more adequate forest-management and fire-protection 
staff, and, in addition, would provide more assistance in the important work of 
preserving some of the more important trees located in historical parks and 
national cemeteries in the East, where trees must be considered an essential 
part of the particulgr area involved. 

3. Soil and moisture conservation.—Restoration of the $8,800 House reduction 
would provide a total of only $100,000 for this activity. This total must be 
utilized on approximately 3,900,000 acres of lands which are seriously eroded 
or where natural ground cover conditions are deteriorated to a dangerous extent. 

4. Park and recreation programs.—Nine separate functions are carried on 
under this activity. Restoration of the $16,638 reduction by the House would 
meet only the most serious shortages in travel and other general expenses of the 
staff engaged in these various work programs. 

5. Concessions management and audit.—Restoration of the $19,232 House re- 
duction would permit the employment of a clerk-stenographer in the Washington 
office, and two commercial auditors, together with the necessary expense funds. 
These employees are critically needed to assist the Service to meet its responsi- 
hilities in the overall management and audit of concessions operations, which 
are located throughout the areas administered by the Service. This is one of 
the most difficult and perplexing tasks with which the Service is confronted. 
Concessioners must be relied upon to furnish lodging, subsistence, and other 
services to visitors, and continued, constant supervision is required on the part 
of the Service to see that the visitors receive these services at reasonable prices. 
This involves a considerable volume of correspondence, reports, etc., in addition 
to the auditing of concessioners records to insure that the Federal Government 
receives the proper amounts of franchise fees from concessions operations, 
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CONCESSIONS MANAGEMENT 


Senator Corpon. Tell us about this item of concessions manage- 
ment. Why do you need $290,000 to manage concessions. The very 
idea of concessions was to take the load off the Park Service and 
transfer it to the concessionaire with you having little more to do 
than a reasonable inspection. 

Mr. Wrrrn. It is a great deal more than that, sir. In fact, if we 
did not have the concessionaires, we would have a great deal greate1 
expense than the $290,000 requested. There are constant contracts 
coming up. There are rates and increase in rates charged to the pub 
lic. There are a tremendous amount of letters coming in from the 
visiting publi ‘as to rates and treatment of the pul lic and so forth, all 
of which has to be handled. It is a small amount, I think, when you 
figure that the complete gross business of our concessions amounted 
to around $28 million. 

Senator DworsnHak. How much does the Park Service get of that ? 

Mr. Wirtn. We get a percentage of the gross or a percentage of the 
net. This last year which is not a complete record ran around $170,000 
in concessions revenues. But we had last year a section 9 in the con- 
tracts which allowed the concessionaires to hold out a certain amount 
of money to be used for the development of utilities pertaining to these 
areas. ‘There was a question as to whether or not that was legal. We 
submitted it to the Attorney General and got an adverse report on it, 
so we cannot use that money. We have told the concessionaires now 
to deposit it to our account. It will not show up in our records until 
this year. 

Senator DworsHak. So actually you do not get as much of you 
share of the receipts from the concessionaires as you actually expend 
in your contacts with them. 

Mr. Wirrn. | would say we get twice as much in the normal year, 


RECEIPTS FROM CONCESSION AIRES 


Senator Corpvon. You say you got $200,000. You are asking 
$290,000 to manage them. 

Mr. Wirra. It is $190,000. 

Senator Corpon. It is $290,000 in my book. 

Mr. Wirrnu. $179,000 of that amount is for audit ng expenses and 
$111,000 is for management. 

Senator Corpon. 1 am reading from your justification, item 5, 
under “Activities, concession management,” appropriated in 1955, 
$270,768. 

Mr. Wirtu. That is correct. 

Senator Corpon. 1954 revised estimate, $290,000. That is $90,000 
more than you got this year from them. 

Mr. Wirrn. No, sir, it is not. 

Senator Corpon. What is wrong? 

Mr. Wrrern. I was explaining the withholding fee in there that 
amounted to $200,000 that is not shown in here. We did not recei 
it. We were holding to find out whether it could be spent 
facilities or whether it could not. We have found out that it 
be spent and it will appear in our next set of accounts. 

Senator Corpon. How much is it? 
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Mr. Wirern. It ran around $200,000. I can give you the figure on 
that but I did not come prepared to give you that partic ular item. 

Senator Haypen. Under normal ‘circumst: ces, you are sure to 
take in more from the concessionnaires than you expend i 1 super- 
vising them. 

Senator DworsHak. For instance 1953 or 1952. 

Mr. Wirru. I would say we do take in more. I would not say how 
much more. 

Senator Corpon. Let us supplement the record and let the Congress 
know about it. It seems sort of fantastic to me that that costs you 
as much to inspect them as the total payment to you from them, or 
more. There is something wrong with that. 


LACK OF ACCOMMODATIONS 


Mr. Wirrn. Senator, I would like to say this, and you may not 
agree with this philosophy, but this is the philosophy we have been 
oper ating under, and I think you ought to know it. We are “e at- 
ing under this kind of philosophy with our concession operators. We 
require them under a 20-year contract to come in and spend their own 
money on a seasonal operation. We are trying to keep the rates that 
we ask from them as low as possible in order to keep them as healthy 
as possible, and to get them to put in more facilities because we are 
so crowded with people coming to the parks who have no accommoda- 
tions. ‘They are sleeping on the sides of the roads and so forth. The 
accommodations are not there. 

Senator Corpon. That is not any real ordeal if they are coming 
prepared at all. If I had my choice, I would sleep beside the road. 


Mr. Wirrn. That is true. There are a lot of people that are not 
prepared and a lot of people that do not know how to sleep beside the 
road or even put up a tent. 

Senator Corpon. I guess that is right. 

Mr. Wirrn. The other point is this, Senator. We are trying to 
keep the rates down for the visiting public so as not to be prohibitive 
to them. 


AUDITING 


Senator Corpon. Let me ask you one question that would appear 
more or less determinative. Do you audit the accounts of the con- 
cessionnaires ¢ 

Mr. Wirtu. We do. 

Senator Corvon. You have then available to you information as 
to their total capital investment. 

Mr. Wiuirrh. We do. 

Senator Corpon. Their depreciation. 

Mr. Wirrtn. Yes, sir. 

Senator Corpon. may their profit, if any. 


Mr. Wirrn. Yes, s 
CONCESSIONNATRE PROFITS 
Senator Cornon. Generally speaking what can you say about their 


profit? Isit a profit that is reasonable or is it fairly high percentage- 
wise based on the investinent ? 
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Mr. Wirtu. It is a small profit. There are some profits that are 
very good. Others are very shaky and they have trouble borrowing 
money to go ahead with improvements. I can give you one example 
which I have in mind without looking at the book. I think the aver- 
age e: arnings on the investment of the Yosemite Park concessions runs 

7 percent for 10 years, a depression would wipe that out entirely. In 
the Yellowstone operation, which is overburdened now with a tremen- 
dous load of visitation, it is operating under a contract that expires 
in 4 years, which stated that they were allowed to earn 6 percent on 
their investment, and that would be accumulative. Any year that they 
did not make 6 percent, they could make up the difference in the ¢ om- 
ing year. During the war they lost a lot. They have not made up 
their losses yet, and we are not getting anything out of it except a 

5,000 flat fee out of ae due to the loss that they have had. 
It is a 90-day operation in Yellowstone, and many of the parks aré 
that way. 

Senator Corpon. When you make 7 percent in 90 days, it is not too 
bad. 

Mr. Wirrn. Yosemite is an all year operation. Yellowstone is 90 
days. 

Senator Dworsuaxk. Could we have the Park Service officials fur- 
nish figures, say, for fiscal years 1951 and 1952 showing the total gross 
receipts of the concessionaires in the national parks and the specific 
amount received by the Park Service as its share ? 

Senator Corpon. I would suggest unless there is some particular 
reason for it, while I think it is altogether proper that we should have 
the figure, I doubt they should go into the record because that puts a 
man in the position of having his books open to the pub lie. 

Senator Dworsnak. Is that not already public ? 

Mr. Wirrn. We do not print anything on it. We furnish the 
Budget Bureau and you people any information you wish. 

Senator Dworsuak. I will withdraw that question. 

Senator Corpon. | prefer you do not. Let us have that for the 
committee, but we will not put it into the record. 

Senator DworsHak. I can recall when I served on the House Appro- 
priations Committee with Congressman Rooney of Brooklyn, were 
you in the service at that time ? 

Mr. Wirtn. Yes. 


CONCESSION MONOPOLIES 


Senator Dworsnak. You remember what he disclosed, that prob- 
ably the greatest rac ‘kets of all time are oper: ited by concessionaires 
in the national parks. 

(Discussion off the record.) 

Senator Dworsnuak. I recall that for years the House subcommittee 
talked about this with admonitions to the Park Service people to do 
something about it, but we seem to be drifting along. I have a great 
deal of confidence in you as a director, and I hope before you sign new 
contracts on concessions you will be cautious. Maybe you cannot do 
anything. Maybe you are powerless because the monopolies have 
been nurtured over the years, and it would be difficult to get a new 
concessionaire to come in. But certainly you ought to be very careful 
as director and we as members of this subcommittee. 
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Mr. Wirtn. The only thing that worries me about this job is deal- 
ing with this big business, because I admit I have not had experience 
in running concessions. 

Senator DworsHak. Have you not got anybody downtown that can 
see that the Government is adequately protected ¢ 


CONCESSIONNAIRE TAXES 


Mr. Wirrn. Yes. The biggest revenue from the concessionnaires 
is the taxes that they pay both to the Federal Government and the 
State, and they are tremendous. It is not what we collect, but it is 
the taxes they pay for the business operation. ‘They pay taxes on all 
physical improvements and all the income and commntuine. 

Senator Dworsuax. You are probably doing a better job than 
would be apparent on the surface. 


GROUND RENT 


Mr, Wirtu. The only thing we have a right to charge for is what a 
landlord would charge for ground rent. 

Senator DworsHak. Do you charge anything on the ground rent? 

Mr. Wirt. That is the basis on which our percentage of the gross 
is worked out. ‘The business outside of the park as the relationship 
of the land to physical improvements. 

Senator DworsHak. How many concessionnaires do you have? 

Mr. Worru. One hundred and eighty-six. 


1952 RECEIPTS 


Senator Dworsnax. And you cannot tell us what you collected 
from them in 1952? 

Mr. Wirrn. Yes; I can. 

Senator Dworsuak. But you do not like to? 

Mr, Wirrn. We are willing but we came up to justify the increases 
and not the whole budget setup. I don’t know whether we have those 
figures with us. 

Senator Dworswak. I think this is important. What did you 
collect in 1952 ¢ 

Mr. Totson, $170,732.10 for the 1952 fiscal year. 

Senator DworsHax. You would not take advantage and coerce 
those concessionnaires and take that much money away from them. 
That is an outrage. 

Mr. Toison. Mr. Wirth was trying to explain that this does not 
express the total because some of the contracts required that the con- 
cessioners expend a certain amount of revenues for improvements. 

Senator Dworsnak-. What did you get in the previous year? 

Mr. Touson. The previous year, 1951, $305,000; 1950, $233,000; 
1949, $278,000. During the war years, it was reduced. 

Senator Dworsnak. Park visitations have been at a peak for some 
time, too. Each year they are increasing. 

Mr. Wirtn. They were at a peak in 1941, and then they went down 
during the war and came back to the 1941 level in 1946, and have been 
going up constantly ever since, 

Senator DworsiaK. That is all, Mr. Chairman. 
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EXAMINATION BY GAO 


Senator Corpon. Can you tell the committee, Mr. Wirth, whether 
there has ever been an examination by the General Accounting Office 
into this matter of operation of the concessions in national parks? 

Mr. Totson. The General Accounting Ojfice auditors have made 
some inspections of specific concessioners’ operations. 

Senator Corpon. In other words, those were audits to determ’ne 
how the money was spent ¢ 

Mr. Torson. Yes. ‘ 

Senator Corpon. The General Accounting Office from time to time 
has made investigations into Government operations where as an 
agency of the Congress they have commented upon the mechanics of the 
operations and pointed to what they felt were errors in the operation 
and made suggestions as to how the operation might be improved. As 
far as you know, that sort of investigation has not been made. 

Mr. Wirrn. They have from time to time, and our contracts are 
filed with the General Accounting Office. 


GAO REPORT 


Senator Corvon. If they have made such an examination and they 
have made a report, and the report will be available. Will you please 
determine if the General Accounting Office has made such a report, 
and advise Mr. Woodruff, the member of our staff, with respect to it, 
so we may get a copy of it/ 

Mr. Wirrn. Yes, sir. 

Senator Corpon. | am in accord with your idea of having a com- 
plete looksee from outside of the Department entirely. I know it is 
always true and always will be true as long as people are people that 
you can be too close to your job to get a proper perspective. As we 
sometimes say in the West, you are too close to the trees to see the 
forest. 

Mr. Wirru. That is right. 

Senator Corpon. I have in mind the thought that we might be able 
to get the same thing done by the General Accounting Office, and again 
we might save a few dollars. So consider that when you discuss the 
matter with the Secretary. 

Mr. Wirrn. Yes, sir; I will. 

I might also say at this point in connection with this item that one 
of the statements of the House committee was that the funds allowed 
are to be distributed among the various items in the same amouns as 
for the program in fiscal year 1953. 

I might say that is almost a physical impossibility because we have 
no increase in funds, and we have additional responsibility for things 
that are upon us. We have made a slight revision in our entrance fees 
in accordance with the request of the House committee, and the Secre- 
tary has approved it. 

Last year there was about four to five ve thousand dollars that 
went through the gates we did not collect because we did not have 
the personnel. We estimate if we operate on the 1953 budget, we will 
most likely miss between five and six hundred thousand dollars in 
collections of fees. 

Senator Corpon. The committee will have that in mind. You can 
rest assured of that. 
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Mr. Wirt. The same thing is true, I think I should say, with our 
maintenance and rehabilitation. 

Senator Corvon. I beg your pardon for interrupting you but I will 
forget it if I do not ask - you now. 

Mr. Wirru. I wish you would. 


CONCESSION AGREEMENTS BASED ON GROSS REVENUES 


Senator Corpon. You stated in your discussion off the record with 
Senator Dworshak that you had adopted a new policy of negotiating 
concession agreements on the basis of payment to the Government of 
an agreed percentage of gross revenues. 

Mr. Wirern. That is right, sir. 

Senator Corpon. To the extent that that type of contract goes into 
effect, it would occur to me that the requirement for audit is lessened 
very considerably. 

Mr. Wirtu. That is correct. 

Senator Corpon. You have then only one item to determine, and that 
is total income. 

Mr. Wirrn. There is only one thing in connection with that. There 
is a certain amount of auditing, sir, that has to be done. The prices 
are established on 2 things; 1 , how much are the *y making on the item, 
and how does it compare to the prices around the park area—not to 
undersell or to oversell. They can give to themselves pretty high 
salaries which would not appear in the. gross but would affect what the 
price is. They could say they are losing | money, and so forth and so on. 

Senator Corvon. You probably do not need to look into that until 
you find there is a wide discrepancy in the rates charged. 

Mr. Wirrn. Here is what I propose to do, Senator. | We will have 
to have some auditing, it is true, as you say. We are also going to 
provide a type of certified public accountant statement to come in 
each year and write in our form what material we want which will 
help considerably in the auditing and put the burden of submitting 
the material on the operator. We are working on that now. I think 
that meets your thought in the matter. 

Senator Corpon. It is along the line. I do not think you would 
spend as much money in this field if you have that type of contract 
than if you have a net. 

Mr. Wirru. We are just starting this year on the gross percentage. 
There are not many contracts on that basis. 

Senator Corpon. You have made a good case for the $19,000. 

Proceed, please. 


MAINTENANCE AND REHABILITATION OF PHYSICAL FACILITIES 
(The justification follows :) 
MAINTENANCE AND REHABILITATION OF PHYSICAL FACILITIES 
(Revised estimate, $9,200,000; act, $8,003,370) 
(House hearings, pt. 1, pp. 211-215; pt. 2, pp. 986-937) 
(P. 23, line 18) 


Page 23, line 18, strike out “$8,000,000” and insert in lieu thereof “$9,200,000”, 
the revised estimate, or an increase of $1,200,000 in the appropriation. 
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HOUSE REPORT 


“The committee recommends an appropriation of $8,000,000 against the budget 
request of $9,200,000. This reduction will hold the maintenance and rehabilita- 


= 


tion program to the same level as for 1953.” 


JUSTIFICATION 


The amendment restores the reduction of $1,200,000 made by the House in the 
revised estimate for this appropriation, This amount is distributed to activities 
as follows: 


1. Roeds and treils 
2. Buildings, utilitic nd ot 


Total 


A breakdown of the restoration request by objects of expenditure follows: 


Personal services $643, T77 
Travel aie 20, 589 
Transportation of things : 6, 546 
Communication services 261 
Rents and utility services 16, 585 
Printing and reproduction 560 
Other contractual services 140. 408 
Services performed by other agencies 42. O35 
Supplies and materials i LSS, 496 
Equipment B7, 644 
Taxes and assessments 3, 096 


Total : he tps . a 1, 200, 000 


The entire House reduction of $1,200,000 is recommended for restoration to 
the bill. Of this amount, $161,505 would be applied to roads and trails mainte 
nance, and $728,495 to the maintenance and operation of buildings, utilities, and 
other facilities, as follows: 

1. Roads and trails.—The revised estimate of $4,600,000 would have provided 
$596 per mile for maintenance of roadways and $91 per mile for trails mainte 
nance. This is more than 20 percent less than the national average cost per mile 
of maintaining roads. There will be 6,493 miles of roads and parkways and 
8,057 miles of trails, or a total of 14,550 miles of roads and trails requiring mainte 
nance during 1954 throughout the 180 areas now administered. The restoratio: 
of $461,505 to the activity would help defray mounting maintenance costs, includ 
ing increased wage board rates of pay, and to overcome a backlog of special 
maintenance (or rehabilitation) which acerued during World War II years and 
which the Service has not yet heen able to accomplish. Sufficient funds should 
be provided to prevent further deterioriation and to maintain these roads at 
standards essential to the safety and convenience of the traveling publi 

2. Buildings, utilities, and other facilities.—The revised estimate of $4,600,000 
is needed for more adequate maintenance and operation of buildings of all types 
including comfort stations, shelters, employee residences, utility buildings, admin 
istration buildings, etc.: memorial structures: water, sewer, electric, communi 
cation systems and other utilities; developed grounds, ete., all of which are 
essential to operation of the parks and other areas and their use by the public 
The value of these physical facilities is conservatively placed at $212,000,000 
The estimate provides for both maintenance and operation of facilities. After 
deducting an estimated $1,000,000 required for operation of utilities, including 
purchase and distribution or manufacture of electric power, water, etc., a balance 
of $3,600,000 would be left for maintenance, or only 1.7 percent of the investment, 
an amount which is not sufficient to keep these facilities in proper repai! Low 
maintenance standards can only result in the necessity for expensive rehabilita 
tion or reconstruction at some future date. It is urgently recommended that 
the House reduction of $738,495 be restored to the bill to provide the full amount 
of the revised estimate so that an undue rate of deterioration of these facilities 
will not take place. 


32224—53—pt. 2 62 
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ROAD AND TRAIL MAINTENANCE 


Wiretn. Maintenance and rehabilitation has to do with our 
zie diepeektion in the field, right down in the park on our physical 
improvements. Even with this request, we will still be considerably 
below the national average for the maintenance of roads. We are 
20 percent less than the national average. 

We will need $91 per mile for maintenance of trails. 

Senator Corvon. I think the number of people killed might be tied 
also into the national consumption of alcoholic liquor among other 
things. 

Senator Haypven. If you have good roads and somebody does not 
try to take the roads out with a small car, you have a different 
problem. 

Mr. Wirtu. I do not know how to present this item. I wish the 
committee itself could see the condition the parks are getting into. 
Our personnel are good personnel and are working their heads off to 
get the work done, and they cannot do it. I was never so discouraged 
in my life as I was when I tried to show pictures to a committee of 
the rundown condition of some of the facilities and one remark was 
made, “That exists on account of laziness.” I do not know anything 
that would hurt an organization more than that because we do not 
have lazy men in the Service. We are away behind, and in a deplor- 
able condition. It seems to me very poor business to allow a physical 
plant to deteriorate to the point where you are going to have to rebuild 
it at a greater expense than ordinary maintenance. 

Senator Corvon. On much of your roads and trails, inside of the 
parks, and 1 am excepting the parkway s, I am inclined to believe you 
need to do a little more than to maintain. I do not like to see any 
more money spent there than is necessary to maintain what is at the 
present time more or less an obsolete facility anyway. Maintenance 
of some sort is absolutely essential. There is no question about it. 

Anything further on this item, Senator. 


BALTIMORE-WASHINGTON PARKWAY MAINTENANCE 


Mr. Wirrn. One of the things we have in here to take care of that 
was cut out in the House, for example, is maintenance of the Balti- 
more-Washington Parkway. We will have that next year with no 
money to police it or anything else. That shows if we cut down from 
1953, we get thinner and thinner. 

Senator Corpvon. I recall we had that before, and we came up with 
a figure of the number of police compared with the number of 
people. 

Mr. Wirrn. Yes, sir. 

CONSTRUCTION 


(The justification follows :) 
CONSTRUCTION 
(Revised estimate, $14,144,000; act, $15,030,410) 
(House hearings, pt. 1, pp. 215-217; pt. 2, p. 987) 
(P. 24, line 4) 


Page 24, line 4, strike out “$13,435,000” and insert in lieu thereof “$14,144,000,” 
the revised estimate, or an increase of $709,000 in the appropriation. 
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HOUSE REPORT 


“The budget request for this item was $17,919,000. The committee recom 
mends an appropriation of $13,435,000 which is a reduction of $4,484,000 belo 
the budget estimate and $1,595,410 below the current year appropriation. The 
following amounts have been allowed for the various items under the construc- 
tion program ; 

Parkways: 
Baltimore-Washington - witncsad . $550, 000 
BO BO bees ; 371, 000 
Colonial r. 10, 000 
George Washington Memorial 4 98, 000 
Natchez Trace ee 0 ; F 651, 000 
Suitiens ....ics-~ : ‘ 35, 000 
Rights-of-way plans and advance construction plans and surveys— 120, 000 
suildings, utilities, and other facilities _ 4,050, 000 
Roads and trails__- x ae . 4,010, 000 
Lands and water rights____-~- : 3, 540, 000 


Se * : , _.. 18, 435, 000 


“The $10,000 allowed under the Colonial Parkway item for the repair of the 
seawall at Jamestown, Va., in the Jamestown National Historical Site. The 
use of the funds is to be confined to that part of the seawall on Federal property 

“In connection with the appropriation for the acquisition of lands and water 
rights, no land is to be taken by the Park Service through the condemmation 
procedure.” 

JUSTIFICATION 


The amendment restores the reduction of $709,000 made by the House in the 
revised estimate. This amount is distributed to activities as follows: 


Appropriated| Revised est House bill Restoration 


Activity 195: mate 1054 1954 requested 


1. Parkways 8 $8,104,700 | $2,544,000} $1, 835, 000 | $709, 000 
2. Roads and trails ‘ 4, 674, 740 4,010, 000 | 4,010, 000 | 
3. Buildings, utilities, and other facilitic 1,911, 510 4, 080, 000 | 4,050, 000 | 
4. Lands and water rights 339, 460 3, 540, 000 | 3, 540, 000 | 


Total 15, 030, 410 14, 144, 000 | 13, 435, 000 | 709, 000 
| | 


The objective classification “10. Lands and structures” is applicable to the 

restoration request of $709,000, and would provide for the following: 

Colonial Parkway: 
Revised estimate, 1954____ $719, 000 
House bill, 1954 aid ae ; 10, 000 
Restoration requested_______-_- ' 709, 000 

The 1954 revised estimate of $719,000 provided for constructing hydraulic fills 
at 3 locations along the unfinished portion of the Colonial Parkway between 
Williamsburg and Jamestown Island. These fills should be constructed soon so 
that settling and stabilization can be completed before the remainder of the work 
on this part of the parkway, including bridges, grading, and paving, is done. The 
remainder of the Williamsburg-Jamestown Island portion of the Parkway should 
be completed as soon as possible to permit removal of through auto traffic from 
the island, the earliest American settlement in Virginia, and to permit its de- 
velopment as a parkway terminus, It is especially important that this part of 
the parkway be ready for public use in time for the proposed celebration in 1957 
of the 350th anniversary of the founding of the settlement of Jamestown. When 
completed, this parkway will connect the historic areas of Yorktown, Williams- 
burg, and Jamestown, all in Virginia, by a 22-mile scenic roadway, portions of 
which parallel the York and James Rivers. 

Although the revised estimate proposed $719,000 for this work, and did not in- 
clude funds for repairing the seawall for which $10,000 was added by the House, 
the Service believes it can accomplish the hydraulic fill project and absorb the 
cost of repairing the seawall within the total of $719,000 included in the revised 
estimate for 1954. 
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COLONIAL PARKWAY PROJECT 





Mr. Wirrn. The item under “Construction,” which was deleted by 
the House since our last presentation—the only item taken out of 
“Construction” by the House, was the Colonial Parkway project. If 
you recall, I brought to your attention that there is to be a national 
celebration there in 1957. 

Senator Corpon. Where is the Colonial Parkway ‘ 

Mr. Wirrn. The parkway connects Jamestown Island, Wilhiams- 
burg, and Yorktown, in Virginia. The parkway has been completed 
between Yorktown and Williamsburg and part of it, that is, a bridge 
over a river between Williamsburg and Jamestown was built before 
the war. The year 1957 will be the 350th anniversary of the landing 
ut Jamestown, and the 175th anniversary of the surrender of Lord 
Cornwallis at Yorktown, and it will also mark the year when we will 
have been a Nation as long as we were colonies. Senator Byrd and 
Senator Robertson have introduced a joint resolution in the Senate, 
and Congressman Robeson, of Virginia, in the House to set up a 
national commission in connection with that celebration. 

The point is that this money is basic to that celebration, because if 
that parkway is to be completed in time for that celebration, the 
dredging work has to be done as soon as possible so that it may settle 
before the rest of the grading and paving is done. I must tell you at 
this time that we will need an additional $2 million between now and 
1957, to complete the parkway. In any case, if this dredging work is 
not done this year, whether the additional appropriation is made avail 
able or not, it would be useless to figure on completing it by the time 
of that big national celebration. 

Senator Corpon. When is it scheduled to take place? 

Mr. Wirrn. In 1957. The dredging will have to be done and set- 
tled before that time. 

Senator Corpon. All right, sir. 


LAND-ACQUISITION FUNDS 


Mr. Wirrn. Before I leave “Construction,” I do want to bring up 
the wording of the House committee in connection with the land- 
acquisition funds. It says: 


In connection with the appropriation for the acquisition of land and water 
rights, no land is to be taken by the Park Service through 


condemnation 
proceedings. 








Senator Corpor. The Chair wants to state at the present time that, 
unless you have some special argument that the Chair is not acquainted 
with, he agrees with the House. 

Mr. Wirtr. The House is willing to retract, I think, at least in part. 

Senator Corpon. I am not. 

Mr. Wirt. May I say this: That in the land-acquisition fund is 
the amount of money needed to finish the purchase of the Independ- 
ence Hall project up in Philadelphia, and that has to be for obvious 
reasons a condemnation proceeding right on through. In fact, every- 
thing we have done is through condemnation, and the people expect 
to get it settled in court. There is no objection on the part of the 
people or anybody out there to the use of these funds to condemn the 








































INTERIOR DEPARTMENT APPROPRIATIONS, 1954 2105 


lands for the Independence Hall area, because that is the only way 
in which we can get a good settleme nt, and the people really want it 
that way. 

Senator Corpon. Are you of the opinion that at the preesnt time 
you have general rights in the field of eminent domain anywhere 

Mr. Wirtn. I have been told that by our attorneys; yes, sir. 

Senator Corpon. My own view is that you shoul 1 not have. 

Mr. Wirrn. As I understand the Attorney General and the courts, 
they have said we do unless we are denied it by a committee of Con- 
press. 

Senator Corpon. In connection with a specific matter, there may 
well be times when you should have the power, but my own view is 
that you shoul l come to ( ONGTEeSS al d get it for those Spec ifie purposes, 
A national park should be delimitated by the Congress in the amount 
of acreage that can be used, and, it the re is to be a conde smnation in 
connection with that, it should be so specified. I do not think you 
should have any extraordinary power. It is the most extraordinary 
power known to law. No man should be e — ‘lled to let his property 
go unless there is a special public reason for i 


CONGRESSIONAL APPROVAL FOR LAND ACQUISITION 


Mr. Wirrn. Senator, may I say that the land-acquisition funds are 
limited to the areas established by Congress. We are not buying any 
land out of any area that has not been established by Congress. 

Senator Corpon. As you know, you have in many instances bound- 
aries set within the area of which is privately owned property. 

Mr. Wirrn. That is right. 

Senator Corpon. You have from time to time come to the Congress 
and requested funds to acquire specific property within those areas. 
That is altogether proper. But my view is that you should not be 
permitted to get an acre of it by condemnation unless you are specif 
ically authorized to doit. Ifthe law does not provide that, lam going 
to see what I can do to make it provide it. 

However, I am in agreement with you with respect to Philadelphia. 
I think that is a case where that is a proper use of th: at power. 

Mr. Wirtrn. May I m: om this suggestion, Senator 

Senator Corpon. Yes, si 


SUGGESTED LANGUAGE CHANGE 


Mr. Wirrn. We have written here after talking with Congress- 
man Jensen, and we are of the opinion that Congressman Jensen and 
his committee would be willing to go along with the changing in the 
wording something in this order. I do not say they definitely will. 
I do not want to put words in their mouths. | Re: ading :| 


It is the understanding of this committee and it is our view that the restric- 
tive language contained in the House Appropriations Committee report (p. 22, 
H. Rept. 314) on the bill concerning condemnation with funds appropriated for 
land acquisition and water rights was not intended to be all-inclusive. The 
language in the House report to the effect that no lands are to be taken by the 
National Park Service through condemnation procedure is not to apply to eon 
demnation proceedings to clear up defective titles; to the Independence National 
Historical Park ; to cases where iraportant historical buildings or objects of natu- 
ral features are in danger of destruction; or where privately owned lands are 
blocking proposed developments urgently needed for public-use facilities. 
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Senator Corpon. Why do you need any condemnation to clear up a 
defective title? You do not do it that way. 

Mr. Wirrn. Yes, sir. 

Senator Corpon. No, sir; I practiced law too long for that. You 
clear up a defective title by a suit for that purpose. If you are talk 
ing about getting title where you have no title, then you have con 
demnation. 

Mr. Wirern. I am not going to argue with a lawyer, sir. But I have 
been told by our lawyer that in some cases, such as tax-delinquent lands, 
that in order to get clear title you have to condemn. In some cases 
the only way you get it is in court. 

Senator Corvon. Tell your lawyer I would like to have a letter on 
the subject. 

Mr. Wirrn. May I submit one from the Solicitor or the Attorney 
General ? 

Senator Corpvon. Anybody. The Supreme Court, if you can get 


one, 
(The letter referred to follows:) 


DEPARTMENT OF THE INTERIOR, 
NATIONAL PARK SERVICE, 
Washington, D. C., May 28, 1958. 
Hon. Guy CorpDon, 
United States Senate, Washington, D. C. 

My Dear SENATOR CorpDoN: Mr. Wirth has asked this office to advise you of 
our views on the use of Federal condemnation proceedings as a means of clearing 
title to land. 

As you indicated at the hearing of May 21 on the Interior appropriation bill, 
an action to quiet title is the recognized means for removing title defects, and 
it is this action which private individuals employ. Likewise, the Government 
uses this action as a means of removing a cloud from the title to land of which 
it is already the purported owner. Also, where the Government is purchasing 
land, it may provide in the option that the vendor bring an action to quiet title 
to his land if title defects are discovered. In the latter instance such procedure 
could, however, necessitate the Government instituting an action on the contract 
to require the vendor to deliver good title in accordance with the terms of the 
contract. 

It has been the experience of the National Park Service that a far more expe- 
litious and satisfactory method for all concerned, including the vendor, is to 
place in the option a provision authorizing the United States to start condemna- 
tion proceedings if the vendor is unable to deliver good title to the United States. 
Such a proceeding is always friendly because advance agreement is given by the 
vendor. Moreover, the purchase price specified in the option is used as the basis 
for a stipulation on land values. Such proceedings, like an action to quiet title, 
remove title defects. This results from the fact that all persons having an 
interest in the lands, whether known or unknown, are made parties to the pro- 
ceeding. Their interests are thus adjudicated, just compensation is paid them, 
and title is vested in the United States. It has therefore been the practice of 
the National Park Service for a number of years to include the following lan- 
guage inits option form: 

“That in case the vendor is unable to show an established title to the above- 
described lands satisfactory to the United States Government, then, and in that 
event, the vendor agrees that the United States may, in its discretion, institute 
condemnation proceedings for the acquisition of said lands and that the price 
hereinabove set forth is hereby agreed to by the vendor as to the value of the 
land to be acquired under said condemnation proceedings.” 

Options containing provisions similar in effect to the foregoing one have been 
considered by the courts, and it does not appear that provisions for the use of 
condemnation as a means of curing title defects have been challenged. Rather, 
the courts have given at least tacit approval to such provisions. See the option 
language considered in Danforth v. United States (308 U. S. 271, 280), Wachovia 
Bank and Trust Company v. United States (98 Fed. (2d) 609), and Muschany 
v. United States (324 U. 8. 49, 58). 
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As the foregoing cases involving options of the War Department and the Forest 
Service indicate, inclusion of such provisions is commor practice among Govern 
ment agencies. We believe you will find interesting section 42 of the manual 
prepared in the Lands Division of the Department of Justice entitled Federal 
Eminent Domain. This section, copy enclosed, classifies Government options 
with respect to condemnation provisions and indicates the extent to which these 
provisions are in use and their effect. 

If you desire an additional expression of our views, I will be pleased to advise 
you further. 

Sincerely yours, 
Harry K. SANDERS, 
Acting Chief Counsel 


SECTION 42 OF THE MANUAL PREPARED IN THE LANDS DIVISION OF THE DEPARTMENT 
or Justice, ENTITLED “FepeRAL EMINENT DoMaAIN,” PUBLISHED BY THE 
GOVERNMENT PRINTING OFFICE, 1940. 


Sec, 42, PURCHASE OPTIONS AND AGREEMENTS AND THEIR Errect.—A. Contents 
of usual option agreement.—When an acquiring agency has determined that a 
particular tract of land is desirable, frequently it enters into a contract with 
the apparent owner, giving the Government an option to acquire the land b) 
direct purchase.’ Many but not all agencies have standard forms for this pur- 
pose. Some prefer to draft a separate contract suited to the needs of each par 
ticular project. The standard forms fall into four general classes with respect 
to condemnation : 

1. Complete lack of any provision respecting condemnation ; 

2. A provision that if the vendor is unable to furnish title satisfactory 
to the Attorney General, the United States may, if it so desires, condemn; * 

3. A clause authorizing resort to condemnation to clear title, and the fur 
ther provision that in the event of such condemnation, the agreed purchase 
price is to become a stipulation of value ;* and 

t, The same provision as in the preceding class, except that it is applic 
able to condemnations for any purpose. 

Some standard forms provide for the duration of the option,’ but none contain 
any requirement as to the time within which the condemnation proceeding must 
be brought. Most option forms permit the Government to enter and make sur 
veys,’ and, on acceptance, many provide that the use of the land for the purposes 
of the project may begin.” These are legally important as rebutting any possible 
claim that such entries constitute takings, which prevent the Government from 
abandoning the acquisition or cause interest to run from the date of entry.’ 

B. Effect of option agreement on condemnation Upon acceptance, the option 
becomes a bilateral contract of purchase and sale.” It does not in any way 
enlarge or diminish the power of condemnation, even though on its face it may 
appear to do so. The agreement, when made in contemplation of subsequent 


1See secs. 34—39 for the administrative routine followed in securing options 
2Bureau of Indian Affairs (form L. A. No. 5); National ipital Park d 
Commission ; Bureau of Reclamation rm 7—276, now bei! sed to include 
tion in the event of condemnation, see footnote 4, infra) ; erans’ Administratio 
Treasury and Coast Guard 
4National Park Service (from 106673); Soil Conservation Service (from LI 
War Department In view of the then pending case of Wacl 1 Bank and Tru 
United States (98 F, (2d) 609; C. C. A. 4, 1988), the Forest Ser ion contra 
revised by adding, after the stipulation, this clause: “The \ or agrees that 
instrument may be introduced in such proceedings as evidence , f tl 
described in par. 5” (cl. 7, form 1009, revised July 1938) Wh 
to make the stipulation more effectual, it seems tautologous 
since the clause may also be construed to reduce the option 
5’ Submarginal land (form No. 4a Bureau of Reclamatio: 
88426) ; Bureau of Biological Survey (form B—1036) 
® Veterans’ Administration (reasonable time after d 
ment (30 days) ; Soil Conservation Service (6 months) ; 
terminated by the Secret of Agriculture at the end of 6 
tional Park Service, and Bureau of Reclamation, contain 
duration of the option. 
™The Bureau of Reclamation (form 7-276), and all th 
5, supra. 
§ War Department (quartermaster) : Soil Conservation 
est Service (form 1009); Bureau of Reclamation, Centr 
Bureau of Reclamation (form 7—276) 
® United States v. Holden (268 Fed. 223: N. D. N. ¥ 
1% Wachovia Bank & Trust Co. v. United States (98 F 
James, Law of Option Contracts (1916), sec. 801 
11 See sec, 2, footnote 17. 





2108 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


condemnation proceedings, becomes the measure of value, and is binding both 
on the landowner and on the Government.” If the United States desires to take 
advantage of the option price in the condemnation proceeding, it may do so under 
some circumstances, An acceptance must have been made within the stipulated 
time, and the condemnation begun within a reasonable time which need not, 
however, have been within the period for acceptance.“ The rights under the 
option contract must not have been waived. Under these circumstances, it has 
not yet been decided whether a purchase price in a contract making no reference 
to condemnation may be enforced in a condemnation proceeding. But it has 
been held that when the contract authorizes condemnation, the price agreed 
upon binds the owner even though it is not specifically provided that it shall have 
any effect in a condemnation proceeding.” For this decision to be applicable, 
doubtless the condemnation would have to be for the purpose provided for in 
the contract, i. e., to cure defects in title. It follows a fortiori from what has 
been said that contracts of the third type, providing that the purchase price 
agreed upon shall be binding as a stipulation in the event of condemnation, are 
enforceable at least when the condemnation is for the purpose of clearing title 
Only the fourth type, expressly applying to condemnation for any purpose, binds 
the landowner to the contract price where condemnation is not brought merely 
to cure title defects. 

The option price is binding only against the owners who have become parties 
to the contract, not against the commissioners or the court. Hence, it follows 
that if any persons not parties to the contract are found to have interest in the 
land, they may take advantage of the fair market value as determined by the 
commissioners regardless of the contract price. The same principle holds good 
when other lands not included in the contract are included in the proceedin 
to condemn. No authoritative decisions are available, however, as to the effect 
on the rights of parties to the contract of an award to third parties at a rate 
varying from the contract rate.” unless the contract specifically provides for 
this situation, as some do.” The courts might require the vendor to accept a 
proportional abatement of the contract price based on the interest actually owned 
by him, as in a suit for special performance “ where the vendor cannot convey 
all that he agreed to sell. 

It may be thought that the doctrine that the ascertainment of just com 
pensation is a wholly judicial function is inconsistent with the power of the 
parties to contract as to what compensation shall be.” But the judicial power 
acts on controversies between parties; and when the parties have agreed there 
is nothing for it to do. Moreover, the same result is reached if the enforcement 
of the option price by the court is based on estoppel rather than on an alflirmative 
enforcement of a contract. 

Of course, if the option were held not binding, it might still influence the 
court or commissioners if before them on some other theory. It would be 
admissible to prove a prior attempt to agree when the authorizing act so 
required,” or as an admission against interest.” 

C. Procedure in enforcing option price in subsequent condemnation suit.— 
The best means of assuring the enforceability of option contracts in subse- 
quent condemnation suits is, of course, to use a form of option of the fourth 
class discussed above, in which it is expressly provided that in the event of 


12 Danforth v. United States (308 U. S.— (Dee. 4, 1939)). 

3 Wachovia Bank & Trust Co. vy. United States (98 F. (2d) 609: (C. C. A. 4, 19388) 

4% Wachovia Bank & Trust Co. v. United States (98 F. (2d) 609; C. C. A. 4, 1938). 
Accord : Archibald McNeil & Sons Co., Inc. v. United States (1 F. (2d) 39: EB. D. Pa. 1924); 
affirmed on opinion, below (10 F. (2d) 1016; C. C. A. 3, 1926) ; Chicago, R. I. & T. R. Co, v. 
Douglass (33 Tex. Civ. App. 262; 76 8S. W. 449 (1908)). In the Archibald McNeil case, 

d in the Chicago, R. I. & T. R. Co. case, supra, the terms of the contracts are not in the 
opinions, but it seems clear that they contained reference to exercise of the power of 
eminent domain past or to come 

'See Wachovia Bank & Trust Co. v. United States (98 F. (2d) 609, 612; C. C. A. 4, 
1988) 

®In United States vy. Certain Lands in Cook County (D. Minn. 5th Div. 1938, Law No 
1833: D. J. file No. 3—24--1721), the Government had accepted an option to purchase a 
certain tract for $560. Commissioners awarded $240. The optionors owned a one-third 
interest The Department took the position that they should receive one-third of $560; 
the other owners two-thirds of $240 The trial judge refused to order this, considering it 
an wnjust discrimination, but it was ultimately done by stipulation. 


E. g.. Forest Service (form 1009), cl. 7. 


® See Williston, Contracts (revised edition, 1937), sec. 1436. 
See sec. 1* 
See sec, 41. 
This is the theory adopted by the trial judges in the District of Columbia In re 
Condemnation of Parcel 129/2 (D. D. C., 1928, Docket No. 1935, unreported: D. J. file No. 
9-173) It has not yet been passed on by the Court of Appeals for the District. 
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condemnation for any purpose the option price shall constitute a stipulation 
as to value.“ However, this matter is outside the control of the Department 
of Justice, and the United States attorney must take the option contracts as 
he finds them. ‘To be binding, the option must have been properly accepted 
within the stipulated time and notice of acceptance given to the optionor, 
Inquiry as to this should be made before the final draft of the petition is made, 
If the option provides that condemnation may be had at the agreed price only 
if title is unsatisfactory, counsel must determine whether the condemnation 
is request tor that reason. If any considerable amount of time has elapsed 
between the acceptance and the request to condemn, inquiry should be made 
as to the reason. Usually there is some explanation Oiten it is a consid 


erable time before the title examination is coraplete and it is known that a 


I 
title cannot be procured by direct purchase. Frequently the conden 


sumed time by his own attempts to cure title defect 
to him for some other reason. 

The petition should allege the execution and acecptance of 
the petition is filed within a reasonable time, and other facts 
its condemnation clause. applicable In every subseque! 

Government must insist upon its mght to enfore he opto 
handled trom the beginning on the theory that the Government 
‘ights under the option and is not willing to gamble on the 
commissioners’ award will be lower than the option price 
Government, strictly speaking, does not waive these rights, 
expected to look with disfavor upon any appearance of a 
matter open until it is ascertained whether the option p! 

more favorable to the Government 

This does not necessarily mean that because 
stipulation as to value, the Government can pro 
commissioners or other fact-finding body It is 
sioners or other fact finders be selected, since 
option to convey good title indicates that inte 
ikely to exist However, the Government shot 
the fact-finding body, prove ts acceptance and a 
enforcement, and take the p ion that it in 
signed it. The Government yuld offer no othe 
object to the introduction of such evidence by parties 
evidence of value may, however, be properly offered 
opti mand by the Government to rebut suc h evidences 

In some States the ownership of the land is ; tain efore whe! 
compensation is determined If it is found th rt I re in ul 
owhers, the court should be asked to instruct tl frre ders that the 
award only the contract price. 

If the award exceeds the contract price, th 10 mn should appeal 
this ground. If there is a hearing befor 1e court on appeal f 
of commissioners, the Government should again offer the yption in 
prove necessary incidental facts, and object to all other evidence 


22The following is suggested as ( 
for purchase of lands by the Governmer 

rhe parties hereto further covenant Y 
part determines for any reason to acquire the ti 
doma yy condemnation pr edit then tl 
of the first part for said I 1 the aw 
shall be the amount of vurchs price i 
filed in said proceedings as a stipulation fixing the 

In the event condemnation proceedings are ir 
award or judgment which would require tl t 
price herein agreed upon in order to acquire the 
part may abandon the said condemnation proceedings 
under this agreement But if in such event the party 
abandon said proceedings, the party of the first part shall contir 
[and further agrees to save the party of the second part harmless 
equivalent to the ount by which the total judgment or award 
of the second part for such land exceeds the ec act price he 
agrees to accept an abatement of ) ase price based on the 
the interest he may be found to have ars the value of the 
convey | 

The clauses in brackets are alternativ The first is prefe 
second would be de ible, or both may omitted 

>See United States v. 1,705.50 Ac Land in Macon (¢ 


J. file No. 3-84-13: 
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bears on the interests of any parties to the option. Any evidence offered by the 
Government to rebut evidence offered by persons not parties to the option should 
be carefully limited to that purpose, Under no circumstances, however, should 
the Government offer evidence of a value greater than the amount of the option. 
Should the court permit the landowners who are parties to the option to intro- 
duce evidence of value notwithstanding the Government's objection, the intro- 
duction of rebuttal evidence by the Government should be prefaced by the 
explanation that it is introduced solely to rebut the evidence admitted over its 
objection. 

Until the decision in Wachovia Bank & Trust Co. v. United States,® it seems 
to have been generally believed that the option was ineffectual in the event of 
condemnation. Even after the Wachovia decision, some United States attorneys 
appear to have misunderstood its effect or to have doubted its soundness, 
Instances have occurred in which trial courts have refused or failed to follow 
the Wachovia decision.” It is believed that the result in these cases was 
occasioned by failure in several respects to conduct the proceedings as herein 
suggested. 

DD. Bffect of option on appropriation.—An appropriation for the purchase of 
lands becomes obligated upon the Government’s acceptance within the option 
time The fund available at the time of a request to condemn made because the 
condition of the title does not permit of direct purchase, is also obligated by 
such request.” Thus payment from two different funds is possible. If the 
condemnation award should exceed the option price and there is an insufficient 
balance in the first appropriation to take care of the excess, it is possible to 
charge this excess to the appropriation available at the time of the request to 
condemn 


Senator Corvon. That could be just as wide as the judgment of the 
Director wants it to be. We are very happy to have the suggestion 
in the record. It will not be made a part of the record in that form 
as far as the chairman is concerned, but the chairman is only one 
member, 

Mr. Wietn. I am just trying to express what we would like. 


Senator Corpvon. | have never cut off anybody from presenting his 
opinion. 

Mr. Wirrn. Thank you. 

Senator Corvon. Sometimes that expression even changes mine. 
The statement will be made a part of the record. 

Mr. Wirrn. | hope I might be that fortunate, sir. 

(Statement referred to follows :) 


STATEMENT RELATING TO PROPOSED CHANGE IN LANGUAGE oF House Reporr WITH 
RESPECT TO CONDEMNATION OF LANDS BY THE NATIONAL PARK SERVICE 


1954, provides in part, as follows: 

“In connection with the appropriation for the acquisition of lands and water 
rights, no land is to be taken by the Park Service through the condemnation 
procedure.” 

The House Appropriations Committee probably did not realize the effect of 
such a directive and the Senate committee should clarify the language in the 
House report. 


Page 22 of House Report 314 on the Interior Department appropriation bill, 


O98 F. (2d) 609 (C. C. A, 4, 1988). 

* United States v. White (D. N, M. 1938, law No. 8010; D. J. file No. 83-82-93) (un 
reasonable, unexplained delay in filing petition, Government failed to object to landowner’s 
evidence of value and offered evidence of its own showing value exceeding option price, 
theory of trial on both sides was that the option price was not binding) ; United States v 
1,705.50 Acres of Land in Macon County (W. D. N. C. 19389, law No. 884; D. J. file No 
8-84-1382) (oral stipulation that sole issue was fair market value of land, no proof of 
acceptance of option, no objection to landowner's evidence of value) ; United States v 
7 icres of Land in Tompkins County (N. D. N. Y. 1938, law No. 2417; D. J. file No 

104-838-205). 

17 Comp. Gen. 664 (19388). 
3 See sec, 41, footnote 20 
*17 Comp. Gen. 664, 669 (19388) 
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The House bill provides an amount of $3,540,000 for land and water rights 
acquisition, of which $3,265,000 is for land acquisition to complete the Independ 
ence National Historical Park project. If the House directive were to be fol 
lowed, the Service would be precluded from instituting even friendly condemna 
tion suits to quiet title. Also, the Service would have no recourse through court 
channels to determine a fair and equitable price for lands to be taken. This 
would result in paying for inflated values and the Service would be faced with 
the prospect of not being able to acquire the lands necessary for the Independence 
National Historical Park project. 

A statement in the Senate report similar to the following would permit the 
National Park Service to operate but yet retain the intent of the House com 
mittee: 

“It is the understanding of this committee and it is our view tlat the restric 
tive language contained in the House Appropriation Committee report (p. 22 
H, Rept. 314) on the bill concerning condemnation with funds appropriated for 
land acquisition and water rights was not intended to be all-inclusive. The 
language in the House report to the effect that no lands are to be taken by the 
National Park Service through the condemnation procedure is not to apply to 
condemnation proceedings to clear up defective titles to the Independe nce Na 
tional Historical Park; to cases where important historical buildings or objects 
of national features are in danger of destruction ; or where privately owned lands 
are blocking proposed developments urgently needed for public-use facilities 


GENERAL ADMINISTRATIVE EXPENSES 


(The just ification follows :) 


GENERAL ADMINISTRATIVE EXPENSES 
(Revised estimate, $1,380,000; act, $1,842,000) 
(House hearings, pt. 1, pp. 218-220) 

(P. 24, line 18) 


Page 24, line 13, strike out “$1,250,000” and insert in lieu thereof “$1,380,000,” 
the revised estimate, or an increase of $130,000 in the appropriation. 


HOUSE REPORT 


“The budget estimate for this item was $1,400,000. The committee has allowed 
$1,250,000, a reduction of $150,000 below the budget estimate and a reduction of 
$92,000 below the 1953 appropriation 

“Again, the committee urges consideration of elimination of regional offices 
The purpose of such offices in the National Park Service has never been clear 
to the committee, and the Secretary is urged to study this Bureau’s organiza 
tional setup with a view to saving costs through reduction and consolidation of 
regional offices. Such savings could be appropriated, in part, to pay the salaries 
of additional rangers and park-entrance attendants so badly needed in our 
national parks at the present time 


JUSTIFICATION 


The amendment restores the reduction of $130,000 made by the House in the 
revised estimate for this appropriation. This amount is distributed to activities 
as follows: 


Activity 


Departmental expenses 
Regional office expenses 


Total 
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A breakdown of the restoration request by objects of expenditure follows: 


Personal services : z coreemep. Gehies OOO 
Tra\el 3. 000 
Transportation of things 308 
Communication services 1, 462 
Other contractual services 2, 590 


Total 130, 000 


The Service would welcome a study of its regional office organization Wi 
feel that such a study would result in the ultimate strengthening, rather than 
eurtailment, of our four regional-office staffs The locations of those offices, 
numbers of administrative employees, and the numbers of areas administered 
through them are given below: 


Nearly all matters relating to the operation and development of the park 
and other areas administered by the service flow through the regional offices 
The regional directors are the Director's field representatives for these geo 

iphically widespread areas which are located in 38 States, Hawaii, Alaska, 

ierto Rico, and the Virgin Islands. These offices are staffed with many em 

oyees whose skills and abilities would not otherwise be available to the parks 
and other areas because of the expense involved For ex imple it would not be 
economical to have an engineer or an architect stationed in each of the 180 areas 
administered, yet they must be provided with such services. This can be accom 
plished efficiently through the regional office plan whereby centrally located em 
ployees can provide professional assistance to a large number of areas. Provision 
of these services from the Washington office is expensive, time consuming, and 
involved because of the distance factor alone. The regional office staffs are much 
closer to the areas they administer and, because of this proximity, can keep in 
close contact with their operations and problems. The work of the Service is 
facilitated greatly by their existence. 

1. Departmental expenses.—The increase of $18,000 proposed by the revised 
budget weu'd have provided for the salaries of a safety engineer and his clerk 
stenographer in the Washington office, whose salaries are now being paid from 
another source. Because of the functions performed, they should be financed 
from this appropriation item. In addition, because of the lack of funds, it has 
been necessary to leave vacant 2 of 4 existing auditor positions. The 1954 re 
vised budget would have provided for the full-year salaries of those positions. 
The internal audit program is required by the Budget and Accounting Procedures 
Act of 1950. With respect to this Service, that program involves auditing of 
expenditures of $30 million to $40 million annually in 42 field accounting offices, 
f regional offices, and the central office in Washington, D. C., in addition to 25 


fiel'l offices which collect fees and have some responsibility for obligating funds 
and propertv accountability, but whose fiscal and procurement functions are 
handled by field accounting offices. It was possible to audit only 17 field ac- 
counting offices during 1952. Each of the 47 offices handling accounts and the 
25 having some fund responsibilities should be audited once annually. This will 
not be pessible without restoration of the $18,000 reduction in the departmental 
expenses activitv of the estimate. 

2. Regional office erpenses.—Full restoration of the House reduction of $112,000 
below the revised budget estimate is recommended. That reduction would 
require the elimination of 20 positions below the existing regional office staffs 
in addition to the deletion of 4 new positions recommended for the 1954 fiscal 
year. The reduction below the 1953 appropriation will require careful study 
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to determine which phases of the workload (which has been increasing rapidly 


with the doubling of visitor use of the areas) can best be curtgiled. Tentative 
determinations would result in deleting a position of regional engineer, one or 
more employees engaged in personnel, timekeeping, leave, and payroll work, and 
one or more fiscal and general services employees, in each of the 4 regional offices 
The $20,000 increase over the 1953 appropriation was to provide a budget officer 
(or assistant administrative officer) position for each of the 4 regional offices 
The positions are urgently needed to accomplish the development, preparation, 
and coordination of programing and budget functions in he regional offices, 
including maintaining effective controls over rates of obligations, maintaining 


allotment controls, and monthly examination of field accounting reports, all o 
which are required to insure compliance with the delegation of authority for 
responsible financial management, in conformity with section 3679 of the Revis:d 


Statutes, as amended by section 1211 of the General Apprepriation Act, 1951 
These duties and responsibilities have been placed upon the regional offices, but 
without the additional personnel to insure that they are carried out A con 
siderable workload is involved and the need for the four positions is most urgent 
if we are to insure compliance with, and obviate violation of, the law 


RESTORATION OF FUNDS 


Mr. Wrirtn. The last item is the restoration to the budget of $130,000 


in “General administrative expenses,” which was reduced in that 
amount by the House. 

That is $92,000 below our 1953 appropriation. Some criticism 
is made in connection with our regional organization by the House 
committee, and a suggestion that that be looked into. I would like 


to point out that the Park Service has Sale remionalized now for 16 
years. It was forced into it due to the tremendous workload and 
increase in travel, and in order to reduce the pressure here in Wash 

ington. The total number of administrative pe rsonne | in the regional 


offices at the present time in 1953 is 106 people in 4 regions. There 
are 34 in the region 1 office, in Richmond, Va. That office handles 
the work from Louisiena to Maine. In the Omaha office, our regi 

2 office, there are 23. That handles all of our activities in cooperation 


with the States and our national parks including Wyoming, Montana, 
and east through Indiana, Michigan, and that section. Our region 3 
office is in Santa Fe, N. Mex., with a staff of 26 employees, which 
handles the southwestern part of the United States; and 23 employees 
are in the region 4 office located in San Francisco. 

If we are granted the funds requested, and you restore the $130,000 
to meet the present administration’s budget, it would allow one more 
person in each one of these regional offices in connection with fiscal 
matters. We have nobody there at the present time to meet the in- 
creased allotment and fund control work which has been placed at the 
regional office level recently, and there has to be some supervision on 
that particular work. We do not think we are heavily loaded with 
regions nor with personnel in the 4 regions. 

Senator Corpon. Will you furnish for the record a breakdown indi- 
cating the classification of the employees in the regional offices? 

Mr. Wirrn. We will. 

(The information referred to follows :) 
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Classification of work performed by regional offices personnel financed from the 
. general administrative expenses appropriation 


Regional office and 
number of employees 
Class ‘of employee ; , Remarks 


Total 


Regional director | l Field representative of the Director in all matters con- 
Stenographic and 4} cerning the National Park Service; in direct charge of 
clerical | | all areas and employees; responsible for uniform appli- 
cation of departmental and Service policies; cooperate 
with Federal, State, and local governing agencies, 
Supervise and coordinate national park.and monument 
investigations; weter rights; park, parkway, and recrea- 
tion area studies; development of areas administered; 
etc. There are 180 areas administered throughout 
continental United States, Alaska, Hawaii, Puerto 
| Rico, and the Virgin Islands. 
Assistant regional di- < ¢ : q Although some variance exists in organization among the 
rector | 4 regional offices, each is divided into 3 major categories 
Stenographie and ‘ } of endeavor with an assistant regional director in imme- 
clerical | | diate charge and responsible for functions carried out. 
These major categories include (1) landscape architec- 
ture, architecture, and engineering services, and (2) and 
(3), land and recreation planning, forestry, and fire 
control, concessions management, archcology, history, 
natural history, river basin surveys, legal, and admin- 
istrative services functions (such as fiscal, personnel, 
| records maintenance, ete.). 
Attorney Legal adviser to regional director. Handles legal matters 
Stenographic and ‘ relating to water rights, land acquisition, boundary 
clerical disputes, contracts, permits, regulations, ete, 
Regional engineer | | Supervises engineering work for sanitation control, water 
Stenographic and ‘ | rights development, roads, trails, utilities, and struc- 
clerical. | tures; prepares and supervises enginevring surveys, 
| | construction plans, specifications, estimates, etc 
Regional architect... _| 4 d Supervises and accomplishes architectural planning, de- 
ing, and construction, preparation of specifications, 
| mates, ete. 
Pegional landscape | | 4 orvises and accomplished landscape architectural 
architect. | planning, designing, and development; preparation of 
Landscape archi- specifications, estimates, etc. 
tect. | 
Stenographic and | 
| 


clerical, 
Chief of land and rec- | Supervision and coordination of investigative phases of 
reation planning | regional land programs involving modifications of 
Stenographic and | | | boundaries, acquisition and disposal of lands, land-use 
clerical. | proposals, ete.; maintains land status records; cooper- 
| ates with other Federal agencies, State, and local gov- 
ernments in connection witb park, parkway, and ree- 
reational area matters pursuant to act of 1936. 
A rcheologist;(general) _} ....|..-- Investigates and reports on areas of archeological signifi- 
cance which are proposed for addition to the National 
park system on a Servicewide basis; considers and 
recommends on applications for research and collee 
tion permits instituted by research organizations, unl 
versities, private individuals, etc. (this applies to all 
lands under the Department of the Interior). Em- 
ployee headquartered in region 3 office as this geo- 
graphical location most affected 
Museum specialist... . The 60 museums located in region 1 entails considerable 
work volume, much of an administrative nature; In- 
cumbent plans, directs, and supervises museum Iin- 
stallations, improvements, and use. 
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Classification of work pe rformed by regional offices personne l Finance d from the 
general administrative expenses appropriation—Continued 


Regional office and 

number of employees 
Class of employee ic 
, 


General administra- 
tive services 
Administrative These employees are engaged in supervising or perforn ing 
officer. | work of budgeting, fund control, fun i 
Assistant admin- countability, procurement, personnel, mails, fil 
istrative officer. similar common services Advise field offic 
Clerical and sten- matters; coordinate work of estimate preparati« 
ographic terpret and d tter 
Personnel assist- ‘ 5 lations, rt 
ant. | Stat istics T tior I 
Budget and fi-| 5 ‘ 3 l ply with requests of the 
nance. | | partment, congressior 
Procurement, : 7 
property, and | 
supply | 
Records, corre- 
spond 108, Mes- | 
sengerandother | 
aaohl service | 
employees, gen- | 
erally clerical | 
and steno-| 
graphic. | 
Total general 
administra- | 
tive staff. 
Number of areas ad- 
ministered by re- | 
gional offices. 


EFFECT OF REDUCTION ON REGIONAL OFFICE STAFF 


Mr. Wirrn. If this cut that the House has given us stands, and it is 
ap yplied entire sly to the regional offices, we will have to cut our regional 
adiministrative staff down to 86 employees, and 20 people will have to 
be cut off, besides not getting these 4 additional ones in the regions 
I cannot help but feel, and I do not want to be critical of the House’s 
statement, because I know they looked into it with the time they had 
available, but we are not heavily loaded in the regional offices. ‘To do 
away with these 4 regions or to cut them down is not going to save 
any money because the work will be neglected, and passed up, and we 
will have to handle it here in Washington, and we will need personnel 
to do it here in Washington. We have in Washington about 300 per- 
sonnel, of which 140 are for general administration. These are not 
heavily loaded regional offices. It is just putting administrative per- 
sonnel closer to the job so that they can handle the work more expedi- 
tiously and without delay in the field. They could all be moved into 
W ashington. 

Senator Corpvon. Would it not be better to send 50 more to the 
regional office and take 100 from Washington? After all, they are 
doing the work, from what you tell me. ‘ 

Mr. Wirrn. I do not seem to be able to say anything right, Senator. 

Senator Corpon. I am just trying to throw out some suggestions. 

Mr. Wirtu. We think we are pretty well balanced. 

Senator Corvon. I gathered that. 
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Mr. Wirrt. I do not see how we could move. Our biggest load i 
Washington, to be perfec ‘tly frank, consists of budget matters, too 
sonnel matters, and legislative matters. When you figure the size of 
the system, the job to be done, and the appropriation, I do not see 
where 140 administrative people in Washington and 106 in our 4 
regional offices is a heavy load. 

Senator Corpon. The Chair actually does not have any opinion. He 
feels that this is another area in which a careful examination might 
indicate changes that could be made because things have been so long 
in growing res and have become accepted. 

Mr. Wirrn. We welcome that. If there is any way in doing it and 
ani ilyzing it, we are h: uppyv to do it. We have no fear of any investi- 
gation. In fact, we would welcome it. 

That finishes my statement. 


FURTHER DISCUSSION OF ROAD MAINTENANCE 


Se nator Munpr. In my part of the country there is a inal! stretch of 
t or 5 miles of road that 1 bei hg han imered out of existence becaus 


it a gravel stretch between rd stretches of road. Ciiheshidatly, 
it Is going to pieces. I think the Revive is around $35,000 to $46,000 
that is required to hard surface it. I am wondering how your funds 
are in that type of work. 

Mr. Wirru. I have to be perfectly frank with you, Senator. Even 
with the money we have that small stretch is not in our estimate 
We only have in our roads and trails for construction in 1954, an 
estimate of $4,010,000 for all the national parks and other areas 
throughout the entire system. 

I will say this, also, that a large percentage of that money is not 
for new roads, but for trying to do the thing you are talking about, 
replacing things that are worn out, rather than what you would 
really call new construction, “superduper” rehabilitation, you might 
say. We have to classify it as construction. A large percent, 82 
or 86 percent, of our money goes for replacement rather than full 
new road construction, 

Senator Munpr. This would be neither new construction nor re- 
placement. You have a gravel road. All it requires is an oil surface 
to keep the heavy trucks from tearing it apart. 

Senator Haypen. I do not see how you can get it for so little money 
per mile, 

Senator Munopr. It is not a question of new construction. It is a 
question of putting a hard top on it. 

Mr. Wirrn. The Senator most likely has had the figure from us, 
but I know in some sections in Death Valley where the material is 
such we can put an oil mat on for $5,000 a mile when the road is graded 
up. We have a backlog of $150 million worth of that kind of business 
in the parks on roads alone. 


BACKLOG OF ROAD REPAIRS 


Senator Munpr. You mean you have $150 million worth of items 
like that, where there is a gravel road ? 

Mr. Wirtn. Some bigger and some smaller. There is $150 million 
worth of backlog to putting our roads in a usable condition. We have 
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$4 million to do it with. I am not asking for more, sir, because that 
is the budget estimate. 

Senator Munpr. Did the House give you what you asked for? 

Mr. Wirtu. The House has given us everything, with the exception 
of the Colonial Parkway project, that the budget allowed us to 
ask for insofar as construction is concerned. 

Senator Munpr. You do not think that includes this $35,000 ¢ 

Mr. Wirth. It is not included in this. When we let contracts, we 
may get the work done for less than the engineers estimate and in 
cases like that we can spread it out. I will assure you that I will 
keep it in mind and try to handle the situation. But in our list of 
projects that has been submitted to the committee and for the record, 
it is not on our list. 

Senator Munpr. As I say, I have no idea what these projects are, 
but it is inconceivable to me that you have $150 million of blacklog 
of little stretches of road that are going to pieces because they are so 
short, and have oil on both sides. 

Mr. Wirrn. I do not mean to convey that idea, that we have $150 
million of small project such as you mentioned. I said some are larger 
and some smaller. I will admit many are larger and considerably 
so. 

Senator Munpr. I would think so, here is something if it is not 
done ultimately they will have to build a new gravel road and every 
thing. 

Mr. Wrrrn. In this budget we have $250,000 to put half the surface 
on a road in Shenandoah Park, which has never had a surface put on 
it. It has been there for I do not know how many years, but the base 
is beginning to deteriorate. That only does half the road. We figure 
we can wait 1 more year on the other half to take care of something 
that is also urgent. That is the condition of our construction. When 
you figure $4 million for the entire United States for National Park 
Service for roads and trails, it is very small compared to the number 
of people that come in and use those roads. 

Senator Corpon. Senator Hayden, any questions? 

Senator Haypen. No questions. 

Senator Corvon. Does that complete your statement ? 

Mr. Wirru. Yes, sir. 

Senator Corpvon. I wanted to ask you something else. 


; You may 
have discussed this before I got here. 


This question of automobiles. 
AUTOMOBILE REPLACEMENTS 


Mr. Wirrn. No; we did not. I am glad you brought that up. 

Senator Corpon. Of course, it is perfectly natural ‘th: at the ques 
tion arises in the reasoning mind that personnel would like a new 
automobile rather than to run one that is not of the latest model. As 
a result of that natural feeling, sometimes we may in this field reduce 
appropriations to a point where it is critical, and I want your state- 
ment in the record. 

Mr. Wirru. I would like to say this: We had asked for a replace- 
ment of 49 cars. 


Senator Corpon. With respect to those, if you do not have it there, 


sues’ a statement for the record and list the cars, the models, and the 
mileage. 
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Mr. Wirru. I am very glad to do that, and we have that in this 
tabulation. Suppose I put that in the record. 

Senator Corpon. Very well. 

Mr. Wirru. I have the ages of the cars but not the makes. 

Senator Corvon. There is no use in advertising your choice of auto- 
mobiles or that of your predecessor. 

Mr. Wirru. Yes. 

(The information referred to follows :) 


Replacement of passenger motor vehicles—1954 fiscal-year budget estimates ; 
summary of mileage and age of vehicles 
Number of 
Mileages and ages vehicles 
Less than 6 years old_- 
More than 6 years old 


Total proposed for replacement 


Mileage less than 60,000 
Mileage more than 60,000 


Total proposed for replacement 


10 years and over: 
Over 100,000 miles___- ; ; 
I oN a da ele ee, 
60,000 to 80,000 miles__- i 
Less than 60,000 miles 


Total 10 years and over proposed for replacement 


8 to 10 years old: 
80,000 to 100,000 miles___-_- 
60,000 to 80,000 miles 


Total 8 to 10 years old proposed for replacement 


6 to 8 years old: 
Over 100,000 miles__.._-_- 
80,000 to 100,000 miles___- 
60,000 to 80,000 miles 
Less than 60,000 miles 


Total 6 to 8 years old proposed for replacement 


Less than 6 years old: 
Over 100,000 miles a 
80,000 to 100,000 miles... ~~ eisai titan i =? 
Sa oe re hte oe Ae hee et otk rr erie tacicmnnducanen 


Total less than 6 years old proposed for replacement 


Summary of vehicle ages 


Over 10 years old_- 

8 to 10 vears old 

6 to 8 years old__- 

Less than 6 years old (with mileage in excess of 60,000) 


Total proposed for replacement 
Source: Prepared by Fiscal Division, Budget Branch, National Park Service, May 1953 
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Mr. Wirrn. There is one statement in the House committee’s re 
port to the effect that there should be a cutdown and we should get 
vehicles from surplus. I will say there most likely will be a surplus. 
But I am sure their cars are in the same condition as ours; and, if 
they turn any cars over to us, it will be the cars that have gone 100,000 
miles and not those that just have gone 10,000 miles. So, we perhaps 
would get turned over to us cars that are no better than ours. I think 
a car that is 10 years old and has gone over 80,000 miles is not safe 
to have on the roads around the country. 


PASSENGER-CAR MILEAGE SURVEY 


Senator Corpon. Your justification says in part that a recent sur 
vey of mileages and ages of the service passenger cars now in opera- 
tion shows that 45 have mileages in excess of 60,000 miles, 21 have 
mileages in excess of 80,000 miles. Of course, that means that the 45 
are betw een 60,000 and 80,000. 

Mr. Wirtu. No; it means that 11 are over 100,000 miles. 

Senator Corpon. Wait a minute. Let me go through that. You 
said 45 have mileage in excess of 60,000, 21 have mileage in excess 
of 80,000; so, your 45 cars certainly have a mileage between 60,000 
and 80,000, or I cannot read. 

Mr. Wirrnu. You should substract the 21 from 45, leaving 24 hav- 
ing a mileage between 60,000 and 80,000. The total is 45. 

Senator Corpon. Let us have it so we can understand it. 

Mr. Wirrn. All right. May I put this table in which may clarify 
it? The statement in the justification refers to all of our vehicles and 
not to just those we propose to re pl uce, 

Senator Corvon. Over 100,000, you have 11; between 80,000 and 
100,000, you have 10; between 60,000 and 80,000, you have 24. That 
makes you 45. 

Mr. Wirtu. That is right. 

Senator Corpvon. You could have left that first statement out and 
it would have been better. Ve von meeting the age standard but not 
the mileage, 10 years or ol ler, 1; 8 to 10 Aca none; 6 to 8, you have 
3; so you have 4 ‘that meet the age standard and that plus the 45 makes 
the 49 that you request for replacement. 

Mr. Wirtrn. That is correct. 


TOTAL NEW CARS REQUESTED 


Senator Corpon. And then you ask for new cars. 

Mr. Wirrn. Six. 

Senator Corpon. What is the reason ? 

Mr. Wirtrn. We have the Baltimore-Washington Parkway coming 
up on which we will need police patrols. We “have the new area at 
Cape Hatteras which has just been established with donated funds and 
by authorization of the Congress. There is one in the Virgin Islands, 

ort Laramie and Dinosaur. Fort Laramie is not a new area. Dino- 
saur is not a new area, but needs an additional car. 

Senator Corpon. Tell me why you would have a car that is 10 year 
and older, and yet does not meet the mileage standard. What do 
you do with it; just leave it sitting in the garage} 
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Mr. Wirrn. It is just like a firetruck; sometimes, when you need 
it, you need it awful bad. You just do not ride around the country 
to put mileage on it. You need a car at an isolated place to carry on 
the work. 

Senator Corpon. What are the facts with respect to it; do you 
know ? 

Mr. Wrrtn. I am speaking in generalities. I can give you the facts. 

Senator Corpon. You have some 6 to 8 years old and the *y have not 
mi ade the mileage. It appears that unless there is a spot such as you 
mentioned, or unless it is cars that you use here in Washington only 
slightly, you have automobiles that you do not need, frankly. 

Mr. Wirtu. We can furnish you with the exact facts. 

Senator Corpon. This statement will go in the record with the sup- 
plemental statement and the justific ation. 

Mr. Wirrn. Thank you. 


(The statements and justification referred to follow :) 


Additional data on vehicles mecting criteria for replacement—Vehicles meeting 
mileage standard 

Number of 

vehicles 

Over 100,000 miles ere : . : s 11 


80,000 to 100,000 miles - . j : dich ; , 10 
60,000 to 80,000 miles. _—-. r $< in calls . n 24 


Total number of vehicles meeting mileage standard 


Vehicles meeting age standard (not meeting mileage standard) 


10 years or older_____-_-~- 
8 to 10 years old 
6 to 8 years old 


Total number of vehicles meeting age standard_ 
Total number of vehicles requested for replacement 
ADMINISTRATIVE PROVISIONS 


(Estimate, 55; Act, 19) 


on 


(House hearings, pt. 2, p. 937) 
(P. 24, line 16) 


Page 24, line 16, after the first word “for” insert the following: “purchase of 
not to exceed fifty-five passenger motor vehicles of which forty-nine shall be for 
replacement only ;”’. 

HOUSE REPORT 


“The Department of the Interior now has a total of 6,694 automobiles and 64 
aircraft. The committee is convinced that this is a large enough fleet of auto- 
mobiles and aircraft to serve the programs of the Department. In fact, it is 
convinced that this is more than enough automobiles and aircraft and that many 
of those which were proposed in the bill for replacement can be disposed of with- 
out appreciably affecting accomplishment of the programs of the Department. 
Consequently, the committee has denied all requests for new and replacement 
passenger motor vehicles and aircraft, with the exception of one replacement 
aircraft for the Bureau of Land Management to be used in Alaska. The esti- 
mated savings throughout the bill because of this action is $1,400,000. Curtail- 
ment of some of the programs which will be necessary because of the actions 
taken on the 1954 appropriations bill should make it possible to divert some of 
the automobiles to programs wherein replacements and additional vehicles might 
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be needed. With this in mind, the committee has put language into the general 
provisions of the bill which will permit the Secretary to transfer vehicles between 
agencies of the Department without transfer of funds 


JUSTIFICATION 


It is recommended that the authorization to purchase 6 additional vehicles end 
to replace 49 old vehicles be restored \ recent survey of the mileages and ages 
of the Service’s passenger cars now in operation shows that 45 have mileages in 
excess of 60,000 miles, 21 have mileages in excess of 80,000 miles, and 25 have 
mileages in excess of 100,000 miles Che survey also shows that 96 will be 
between 6 and 8 years of age by the 1954 fiscal year, 17 will be between 8 and 10 
years of age, 37 will be between 10 and 15 years of age, and 9 will be 15 years o1 
more in are, 

Passenger motor vehicles are essential to Service operations. Many areas 
administered encompass several hundred thousands of acres, and within them 
are several different developed areas required for public use or park operations 
The superintendents or their assistants must have means of transportation to and 
from these outlying sections of the areas to insure efficient operations, and that 
park regulations are being enforced, etc. Many of the areas are located in iso 
lated localities several miles from railheads, towns, or citi where business 
must be transacted from time to time as a regular routine of operation Every 
area administered should have at least 1 passenger motor vehicle, and in the 
larger areas, more than 1 vehicle is required. It is necessary for the United 
States Park Police and park rangers to travel at high speeds on occasions to 
apprehend violators of speed laws or regulations 

It is not only considered poor economy to maintain and operate old vehicles, 
but it is also a hazard to the lives and safety of the operators of the old vehicles 
This is especially true with respect to the United States Park Police of the 
National Capital Parks, with headquarters in Washington, D. C., who must not 
only police the park areas of the Nation’s Capital, but who are also respon 
sible for patrolling nany of the streets and highways in the District of Colum 
bia, and for performing police patrol on the Suitland, George Washington Memo 
rial, and the Baltimore-Washineton Parkways They also must cooperate with 
the Metropolitan Police as well as those of the States of Maryland and Virginia 

The 6 additional vehicles recommended for purchase consist of 2 for police 
patrol of the Baltimore-Washington Parkway; 1 each for the Virgin Islands 
National Historic Site and Fort Laramie National Monument where no other 
vehicles are now available; and one 4-wheel-drive station wagon for back-country 
patrol in Dinosaur National Monument; and 1 for use in making surveys of river 
basins. The latter activity requires travel in wide expanses of areas where 
common carrier is frequently not available 


Fis AND Wi.piire Servici 


STATEMENTS OF ALBERT M. DAY, DIRECTOR; JOHN L. KASK, 
ASSISTANT DIRECTOR; AND JACK BESANSKY, BUDGET OFFICER, 
FISH AND WILDLIFE SERVICE 


RESTORATION OF FUNDS REQUESTED 


Senator Corvon. Mr. Day, the floor is yours. 

Mr. Day. Mr. Chairman and members of the committee, we have 
come before you today to request restoration to the revised 1954 esti- 
mates of the items which were deleted by action of the House. These 
consist in the appropriation item “Management of resources” of 
$456,000, in the appropriation item “Investigations of resources” of 
$1,103,000, in the appropriation item “Construction,” a deletion or 
reduction of $330,600 under the House figures, and a restoration in 
the appropriation item “General administrative expenses” of $123,- 
000, making our total request for restoration $1,351,400. 
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MANAGEMENT OF RESOURCES 
(The justification follows :) 


MANAGEMENT OF RESOURCES 


(Revised estimate, $7,456,000; act, $7,325,375) 
(House hearings, pt. 1, pp. 159-169) 
(P. 25, line 9) 


Page 25, line 9, strike out “$7,000,000” and insert in lieu thereof “$7,456,000”, 
the revised estimate, or an increase of $456,000 in this appropriation. 


HOUSE REPORT 


“The budget request for this item was $7,875,000. The committee has allowed 
$7,000,000, a reduction of $875,000 below the budget estimate and $325,375 below 
the 1953 figure. This will permit continuation of the program at approximately 
the current-year level. Of the reduction, $225,000 is to apply against the item 
‘Administration of Alaska fisheries.’ In the 1953 appropriations bill, and in 
this bill, 25 percent of the proceeds from the sale of seaiskins of the Pribilof 
Islands is made available for the program of administration of Alaska fisheries 
in addition to the regular annual appropriation. For the current fiscal year, 
$229,040 of the amount derived from the Pribilof Islands program has been 
put in a reserve for contingencies and will not be used in the Alaskan program 
this year. It is the committee’s opinion that no such reserve is necessary and 
the reduction made in the administration of Alaska fisheries item can be offset 
by use of the full amounts of the Pribilof Islands proceeds in the 1954 program.” 


JUSTIFICATION 


The amendment restores the reduction of $456,000 made by the House below 
the revised estimate for the appropriation. This amount is distributed to 
activities as follows: 


| | 
Activity Appropriated| Revised esti- House bill Restoration 


1953 | mate 1954 | 1954 | requested 
ae 


Administration of fish and game laws_. $1,727,876 | $1, 700,000 $1, 456, 000 $244, 000 
Propagation and distribution of food fishes. 2, 427, 05 2, 700, 000 2, 544, 000 | 156, 000 
Mammal and bird reservations 1, 843, 87 1, 708, 000 1, 652, 000 £, 000 
River basin studies 279, 25 300, 000 300, 000 
Control of predatory animals and injurious 

rodent saewis 49, 2346 950, 000 950, 000 
Soil and moisture conservation 98, 000 v8, OOO 


7, 456, 000 7, 000, 000 456, 000 


A breakdown of the restoration request by objects of expenditure follows: 


I I cain seco teterensecinnieas ene cnlotenindiiedelaeiatatiiaineatss qnrcnites My Oa 
NE ot, odo tehcenes dies a ae en ee aie as ; ae 3, 548 
ee: OE Te. 6c contimmeemmenenns eeicsidk i tice ; 2, 502 
Communication services nn didadd F 165 
Rents and utility services 1,517 
Printing and reproduction 33 
Other contractual services__-_- tle 30, 569 
Supplies and materials____-_- S ; ‘ ---. 108,244 
Equipment : Lesvth ide ba Jotewdd ee 


Total na — Jo ae 


Administration of fish and game laws,—Of the $244,000 restoration requested 
for administration of fish and game laws, $225,000 is to restore a reduction made 
by the House in the base amount available for administration of Alaska fisheries. 
In connection with this requested restoration, reference is made to the paragraph 
above quoted from the House report. 
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Amounts equal to 25 percent of the proceeds from the sale of sealskins are 
available, not only for administration of Alaska fisheries, but for administration 
of the Alaska game law and other management and investigation work relating 
to the fish and wildlife resources of Alaska including construction. Of the 
$229,040 reserve referred to, $110,981 was budgeted to finance part of the 1954 
program and $106,000 has, subsequent to the submission of the estimate, been 

allocated to finance a part of the cost of the current year’s program. The reduc- 
tion of $225,000 made by the House in this appropriation for administration of 
Alaska fisheries could be offset by the use of P ribilof Islands proceeds only at 
the expense of curtailing other programs. Of the $225,000 restoration requested, 
$125,221 is needed in connection with necessary aircraft operation and the re 
mainder $99,779, in connection with vessel activities, both of which are essential 
in patrolling the extensive areas necessary for efficient administration and 
enforcement of the Alaska fisheries law. The balance of the $244,000 restora- 
tion requested, namely $19,000, is needed to provide more extensive regulation of 
interstate shipment of fish in conformance with Public Law 569, approved July 
16, 1952, for which only $28,000 would be available under the allowance made 
by the House. 

Propagation and distribution of food fishes.—The $156,000 restoration requested 
in connection with this activity is needed to permit of adequate maintenance of 
buildings, ponds, and structures at existing fish hatcheries, a minimum replace- 
ment of 27 trucks required for hatchery operations and distribution of fish for 
stocking purposes, and the operation of new and expanded hatcheries. Restora- 
tion of this amount will provide $272,942 more than was available in fiscal year 
1953 for operation of the national hatchery system. The estimated value 
of the physical improvements at hatcheries is approximatety $23 million and new 
and expanded hatcheries have been constructed under a program authorized by 
the Congress in 1950 at a cost to date of $3,400,000. The total amount requested 
would be barely sufficient for operation of the greatly expanded system at a 
minimum level. 

Mammal and bird reservations—The $56,000 restoration requested in con- 
nection with this activity is needed for the purchase of tractors, dump trucks, 
pickup trucks, and other equipment at 13 wildlife refuges, practicall; all of 
which is for replacement. 


ALASKA FISHERIES 


Mr. Day. In going into the details of our request under the item of 
“Management of resources,” one of the large portions of the request 
is In connection with the reduction in the Alaska Fisheries item made 
by the House. 

Senator Corpon. Why can you not use the amount of money you 
pu in the reserve? What is the reason you cannot use that as the 

Touse suggests ? 

Mr. Day. I think the House action was based upon a misunder- 
standing which was largely my fault because I did not make all of 
the facts clear at the time. The Congress last year made 25 percent 
of the Pribilof receipt money available for expenditure on the main- 
land. This amounted to $831,500. It was the first time that these 
funds had been made available so we started to increase the staff 
and build up the things that needed to be done, and we set aside an 
administrative reserve to make sure we had enough over for the heavy 
season this spring. In our figures presented to the House, there was 
$229,040 that we show as this reserve. 

However, at the time that we were appearing before the House 
committee and unknown to me at the time—I perhaps should have 
known it—we had already released for expenditure $106,000, and we 
are planning on using the balance to get our program in operation 
this spring. 

Senator Corvon. What are you going to use it for? That is a siz- 
able amount of money, two-hundred- -and-twe nty-two-thousand-odd 
dollars. What are you going to use that for, Mr. Day? 
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STREAM GUARDS 


Mr. Day. We are trying desperately to get back into a more effective 
administration in Alaska. There are 2,000 streams in which salmon 
spawn; and we have only a limited number of stream guards or stream 
watchers, or whatever you want to call them. We have allotted this 
$106,000 from reserve for additional stream guards and equipment 
this year. 

Senator Cornon. You mean additional to what you had last year? 

Mr. Day. That is right. Over and above last year’s program. 

Senator Corpon. And yet you have but a month and a half to go 
this year. 

Mr. Day. Yes, but it is our heavy season. It is the time of the year 
when we are placing people in the field and putting our crews and 
equipment into operation. 

Senator Corpor. When does your salmon spawning run begin in 
Alaska? 

Mr. Day. Some seasons will open in April, I think, and some in May, 
and running on through. Different seasons at different portions of 
the year. For different portions of the Territory, I should say. We 
are just now beginning the large buildup of the personnel needed for 
enforcing the regulations. 

Senator Corvon. I know you are beginning it. I want to find out 
whether you should begin it. That is why I am asking the question. 
What information do you have that causes you to ti ake this position 
at this time with respect to what you had set up and called a reserve? 

Mr. Day. These additional funds that were made available a year 
ago created considerable increase over past expenditures. Our total 
appropriation for Alaska until the committee took the action it did a 
year ago was around a million and a quarter dollars. This 25 percent 
began to put us in a much more reasonable position to do an adequate 
job of enforcement. 

Senator Corpon. You gave me the amount, and what is this amount 
that would put you in a much more reasonable position in dollars? 

Mr. Day. $831,000. 

Senator Corvon. That is $831,000 added to a million and a quarter. 

Mr. Day. That is right. But since it was a new program we did 
not obligate during the first fiscal year the total amount. 

Senator Corpon. You mean you did not have fish watchers in the 
old days? 

Mr. Day. Yes. 

Senator Corpon. Is that a new animal? 

Mr. Day. We had them but never had enough to protect all of the 
important streams. 


REDUCTION IN SALMON SUPPLY 


Senator Corvon. Is it your opinion that the reduction in the salmon 
supply in Alaskan waters is due to excessive fish take in the streams 
during the spawning run? 

Mr. Day. Yes. A great deal of the difficulty in Alaska has been our 
inability to prevent the taking of fish entering the streams to spawn. 
The seasons are set and weekend closures are made to permit adequate 
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escapement, but because of an ittadequate staff and inadequate en 
forcement we are not able to make certain that the fish that should go 
into those streams to spawn are getting there. 

Senator Corpvon. That is closure would have to do with the tidal 
waters about the mouth of the stream. That is about the only place 
you can use a net. 

Mr. Day. Our Alaska fishing regulations provide that an area at 
the mouth of each stream, varying from 500 yards to a mile from the 
mouth of the stream, shall not be fished. 

Senator Corvon. At all ? 

Mr. Day. At all, for commercial purposes. 

Senator Corpon. Then a closure does not make any difference; it 

a perpetual closure. 

Mr. Day. At the mouth of the stream. Yet we are unable, because 
of illegal fishing, to enforce that regulation in many instances, and the 
pink salmon in particular, that school in these open bays in the salt 
water until they ripen up to ascend the fresh-water streams, are very 
vulnerable to seining operations at that particular period. Our en- 
forcement has been inadequate to prevent the illegal taking of many 
fish that should have been protected. 


TOTAL STREAMS NEEDING PROTECTION 


Senator Corpon. How many streams are there where there is a 
sizable volume of salmon running into the spawning season in Alaska 
that you would feel need to have protection ? 

Mr. Day. There are approximately 2,000 total streams that are 
used by fish in Alaska. In 1952, we had 69 stream guards. An addi- 
tional 25 were employed by the Territory and deputized to enforce 
—— regulations. ‘The allotment of the $106,000 that we have al 

sady made out of this reserve will make it possible to employ and 
pr 55 more stream guards during 1953. Most of these guards 
will be stationed in central and western Alaska where serious de- 
clines in the abundance of salmon have occurred in Prince William 
Sound, Kodiak, and Alaskan Peninsula. Enforcement of existing 
regulations by these seasonal employees will be the first step in restor- 
ing these depleted runs. 

Senator Corpon. You had 69 in the last year? 

Mr. Day. That is right. 

Senator Corpvon. And that is when you had this new budget? 

Mr. Day. No; that is in fiscal year 1952 

Senator Corpvon. If I understand it correctly, 1952 was last year. 

Mr. Day. That is right. 

Senator Corvon. Did you not have the new budget for fiscal year 
1952 ? 

Mr. Day. 1953 is the first year we had it. 

Senator Corpon. You mean the current year is the first time you 
had access to the Pribilof receipts. 

Mr. Day. That is right. 

Senator Corpon. And prior to that was the 69 that you furnished 
somewhere comparable to what had been in the first years prior 
thereto. 

Mr. Day. Yes, 





2126 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


Senator Corpon. You had around 70 watchers on the Federal pay- 
roll in 1950, 1951, and so on? 

Mr. Day. There were about 50 in 1950 and 55 in 1951. 

Senator Corpon. The Territory added, in 1952, 25? 

Mr. Day. That is right. 

Senator Corpvon, Had it participated before ? 


TERRITORIAL FUNDS 


Mr. Day. The Territory has been appropriating funds and par- 
ticipating for the last 3 years, perhaps. 

Senator Corpon. It is to the interest of the Territory to do some- 
thing in that field. 

Mr. Day. That is right. The Territory appropriated as I recall 
about $400,000 for the biennium ending March 31, 1953, which has been 
used for fisheries work. 

Senator Corpon. My own State which has a pretty healthy commer- 
cial fishing business does most of the work at State expense. 

Mr. Day. That is right. 

Senator Corvon. If you have any people in there, I never knew it. 

Mr. Day. We have a few research people there. Most of our folks 
in your area are working on the Columbia River fishery problems. 

Senator Corvon. You know, the more I learn about the lack of 
recognition of the people of Alaska, of their responsibility to them- 
selves, the less I am inclined to give too much consideration to imme- 
diate statehood, and I want it to be in the record that way. This is 
the second time I have run across a situation where they do not seem 
to understand that they have obligations there as citizens of the Ter- 
ritory of Alaska. We are asked to appropriate a very considerable 
amount for roads. They have a gasoline tax up there that is not com- 
parable to anywhere else that I know of, and so on. They have got to 
learn that a citizen has some responsibilities himself to the area where 
he lives. 

Mr. Day. Could I put some additional information in the record 
on this subject ? 

Senator Corpon. Please do that. Make it reasonable comprehen- 
Sive. 

Mr. Day. You do not care for it here? 

Senator Corpon. If you have anything to add now. 


CONSTRUCTION OF FACILITIES 


Mr. Day. T would like to bring this up. In connection with the 
new funds that were made available, the $831,000 was a new appro- 
priation for the fiscal year 1953. It was made available only on 
August 8, which was late in the season. The highly seasonable opera- 
tions in Alaska hampered the effective utilization during the first 
half of the fiscal year 1953; $175,000 of the amount is presently ap- 
portioned for construction of facilities. Plans and specifications 
will be completed in time for the awards for contracts so that work 
can commence as soon as the construction season in Alaska opens, 
which again was cause for delay. Because of weather conditions 
in Alaska, fieldwork is concentrated in the late spring and summer 
and early fall, and there was little opportunity for effective utiliza- 
tion of the fund during the early months of 1953. 
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So the major obligations will fall in the late months of fiscal 1953. 
It was for that reason that the funds have not been utilized at the 
present time, but we are now moving forward rapidly to carry out the 
program. 

PRESENT ACTIVITIES 


Senator Corpon. That is just sort of a general statement. What 
are you doing right now? What has been done? 

Mr. Day. We are hiring stream guards. We are equipping and 
buying new vessels, new outboard motors, camping equipment. We 
are building headquarters structures for several of the agents in the 
interior of Alaska where there is inadequate enforcement to protect 
game and fur animals. We are employing additional people. We 
have repaired our airplane fleet which was acquired mostly from 
surplus military stocks. We now have a very fine fleet of airplanes 
in Alaska equipped with surplus radio equipment. We now have 
installations in central offices where operators can keep in touch with 
airplanes in the air or boats at sea or field stations. Virtually every- 
thing has been obtained from surplus, so that we now have the finest 
communication system in Alaska that has ever been possible, largely 
to aid enforcement and simplify administration. 


FUR RECEIPTS 


These additional fur receipt funds provided the means so that these 
improvements could be put into effect. 


Senator Corvon. Here is something that I do not understand. On 
yage 144, you have a justification for the restoration of this $456,000. 

Below that you set down the appropriation for 1953, the revised esti- 
mate, and the amount of money in the House bill. The amount of 
money in the House bill represents your division of the funds and not 
the House’s; is that not correct? “The House report indicates only 
that you are to use the $229,040 that you had not used. I do not see 
in here that is a specific reduction, except that of the reduction, it 
says “$225,000 is to apply against the item of administration of the 
Aiaskan fisheries.” 

Mr. Day. That is the point. Because this fur-seal money is allo- 
cated by language, it does not show up as a dollar appropri: ition. In 
order to effect the $225,000 sav ing, the House took it off the Alaskan 
fisheries item. Actu: lly that item which is the base for operations 
over the years will be crippled by reduction in that amount, because 
this fur-seal money is a fluctuating amount from year to year, and is 
also used for other purposes than protecting the Alaska fisheries. So 

reducing the Alaska fishery item throws our operations considerably 
out of balance. The 25 percent can be used for much more than 
Alaskan fisheries. 

Senator Corpon. Then when you put $244,000 as a reduction against 
administration of fish and game laws on page 144, am I to understand 
that of that $225,000 was the mandatory reduction in Alaska? 

Mr. Day. Yes; against the Alaskan fisheries appropriation. 

Senator Corpon. And the balance was the reduction in the United 
States as a whole, is that correct? 

Mr. Day. The balance between $225,000 and $244,000. 

Senator Corpon. $19,000. 
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BLACK BASS ACT 


Mr. Day. The $19,000 was allocated to carry out a new law passed 
by Congress last year, an amendment to the Black Bass Act, which 
would authorize the enforcement of the law m: aking it illegal to ship 
in interstate commerce fish taken illegally in one State and transported 
to another. It is a new act. The $19,000 is to be added to $28,000 
which is available for that purpose. 

Senator Munpr. If your problem in Alaska is that your salmon 
crop is getting short, instead of trying to spend enough money to have 
enough stream watchers and watch people who are catching salmon 
when they are spawning, why would it not be a good idea when you 
have 2,000 streams that have salmon, to close some streams entirely, 
It is certainly easier to patrol that than to have them open on week- 
ends and closed on other days. A spotter from the air would know 
that anybody moving around that area is breaking the law. 

Mr. Day. Many districts have been closed at times. The problem 
is that the fishing is largely done at the mouth of the streams where 
the salmon are schooling up. 

Senator Munpr. You ‘might close them for 2 or 3 or 4 years 

Mr. eset We have closed complete districts for as long as 10 years 
in one area to protect 5-year-cycle fish. 


FURTHER DISCUSSION OF STREAM GUARDS 


Senator Munpr. I do not think you are going to get enough stream 
watchers. 

Senator Corpon. We have not gotten all of the important streams 
from him. 

Mr. Day. The 2,000 are not all important spawning streams. We 
are trying to put the stream guards on the most import int spawning 
streams. 

Senator Munpr. Do you really think you are going to get enough 
stream watchers to conserve the salmon crop that way : 

Mr. Day. The use of stream guards is admittedly only a small part 
of the program. They are important because they are on the streams 
all the time and do much to prevent violations. In addition, we have 
fast patrol vessels and airplanes that are doing a great deal of work 
in enforcing the regulations. It is a combined operation, but at the 
moment we are more lacking in stream guards than other features. 
The airplane fleet is in good shape. 

Senator Munpr. I can see how the airplane, radio, and vessels busi- 
ness is all good. But the stream-guard thing looks to me like a 
horse-and- bugey way of trying to raise salmon. 

Mr. Day. We have found them to be quite effective. They are 
equipped with fast patrol boats, and they do prevent the illegal 
taking of salmon in many of these bays. Where otherwise if you 
have to depend on the airplane or patrol vessel, you have to make 
a case after the deed is done. Foul weather also prevents vessel and 
airplane patrol] in many instances. 


COOPERATION OF SALMON INDUSTRY 


Senator Munpr. Does the salmon industry in any way through 
licenses or anything else contribute to this enforcement program? 
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Mr. Day. Indirectly, through the payment of Federal and Terrt- 
torial taxes. The salmon industry through a tax collection that 
they levy on themselves also carry on quite an extensive research 
program. I do not know how much it runs, probably $250,000 a 
year, that goes into a research program under contract with the 
University of Washington. 

Senator Munpr. Do the salmon fishermen pay any license? 

Mr. Day. Yes; a license fee on the gear used in commercial fishing. 

Senator Munpr. It seems to me there is something wrong with the 
whole business. We raise the greatest crop of pheasants in South 
Dakota, and we do not have a lot of watchers and so forth. We 
charge a license to finance it. That is really a sportsman’s paradise. 
This is a business and not a sporting proposition. You would think 
that there could be some tactic developed so that a business that is 
operated for a profit could at least provide enforcement of the law 
to perpetuate the business. 


FEDERAL LICENSES 


Mr. Day. There is no Federal license either on the fisherman or on 
packers. The Territory of Alaska collects both license fees and taxes. 
Much revenue is raised for the Territory from the fishing industry, 
all of it going to the Territory in the way of license fees and taxes 
collected from the packers and fishermen. The Federal Government 
derives revenue from the industry in the form of income taxes and 
a tax on processed fish. 

Senator Munpr. What does the Territory do with it; use it for 
something else besides protecting the salmon ? 

Mr. Day. I am sure that is correct, because a large part of the taxes 
that go into the territorial treasury come from the salmon industry. 

Senator Munpr. What is your honest opinion? You have lived 
with this a long time. Is there something wrong with the concept 
that the salmon industry should be able to pay some kind of license 
adequate to protect against the illegal operation which, if it succeeded, 
will drive the salmon industry out of business? Is not the salmon 
business a profitable business ? 

Mr. Day. Yes, sir; normally it isa profitable business. We get into 
problems here in connection with licensing for fishing on the high seas 
and outside the territorial waters where government has no authority. 

Senator Munpr. Now that we passed the tidelands oil legislation, 
we have 3 miles in which to operate. The salmon fishing is all done 
within 3 miles of the shore. 

Mr. Day. Not entirely, but I will agree that the laws governing fish 
ing in Alaska need to be improved. In fact, it has been under con 
sideration for a period of years, as Delegate Bartlett will tell you. 

Senator Munpr. I do not know whether it is your job, but as one 
member of the committee I wish some instrumentality of the govern 
ment, and I think it would be your branch of the service, would come 
up with some more reasonable approach to perpetuating the salmon 
other than to make it a general charge against the taxpayers of the 
United States so that the salmon indusry in Alaska should be prosper- 
ous. It seems to me that someplace there is something wrong with 
that concept. 

Mr. Day. A gentleman has just now shown me his hunting and fish- 
ing license issued by the Alaskan Game Commission, but that is a 
sporting license rather than commercial. 
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NEEDED AUTHORITY TO REGULATE FISHING 


We need more authority to regulate the kinds of gear and the in- 
tensity of gear and the distribution of fishermen than we have now. 
The present law states that the fishing shall be open to all individ- 
uals, and there shall be no exclusive right of fishery, which means that 
when there is a good run of fish in one area, there is soon a huge con- 
centration of fishing boats that show up in that area, and so forth. 
We have no means of limiting the concentration, which makes it most 
difficult. 

In the Cook Inlet area 2 years ago there was something like 1,000 
boats concentrated in an area where under normal conditions there 
would not be over two or three hundred. 

Senator Munpr. Is salmon fishing done by little people in the main 
or is this a corporate enterprise ? 

Mr. Day. As far as the packing is concerned, that is done by rather 
large concerns. 

Senator Munpr. Do they have fishing fleets of their own or do the 
fishermen go out and sell them to the packers / 

Mr. Day. Both. A good many of the fishermen are imported from 
the States. One month is the traditional season for the very impor- 
tant sockeye salmon fishing in the Bristol Bay area. There are not 
enough natives in that area to accommodate the need, so many out- 
side workers are imported into that section. But local residents are 
very active all along the coast of Alaska during the fishing seasons. 

Senator Munpr. Very well. Proceed with your presentation. 


FISH-HATCHERY PROGRAM 


Mr. Day. $156,000 of the $456,000 is requested for the replacement 
in our fish-hatchery program of some 27 trucks that are badly needed, 
and also to restore some funds for general maintenance and the oper- 
ation and maintenance of new and. expanded fish hatcheries. There 
has been a considerable expansion in fish hatcheries over recent years, 
and this $156,000 is needed to carry on that program. 

Senator Munopr. Senator Clements from Kentucky was in this 


morning and inquiring about a fish hatchery in Frankfort, Ky. Is 
that involved in this $156,000? 

Mr. Day. Yes; that is involved in this fund. For mammal and bird 
reservations, we are requesting $56,000 for the purchase of equipment. 
Again it is largely wornout dump trucks and tractors and pickup 
trucks at 13 of the wildlife refuges. This is all for replacement. 


INVESTIGATION OF RESOURCES 
(The justification follows :) 


INVESTIGATIONS OF RESOURCES 
(Revised estimate, $4,103,000; act, $4,299,448) 
(House hearings, pt. 1, pp. 169-171; pt. 2, p. 938) 
(P. 25, lines 18 and 24) 


(1) Page 25, line 18, after the word “expenses” insert the following: “, not 
otherwise provided for,”’. 
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(2) Page 25, line 24, strike out “$3,000,000” and insert in lieu thereof “$4,108,- 
000’’"—the revised estimate, or an increase of $1,103,000 in this appropriation. 


HOUSE REPORT 


“The committee recommends an appropriation of $3,000,000 against the budget 
request of $4,180,000. This is a reduction of $1,180,000 below the budget and 
$1,299,448 below the amounts appropriated for 1953. The committee is con- 
vinced that a program of approximately the magnitude indicated by the allow 
ance of $3,000,000 should be entirely adequate for investigations purposes.” 


JUSTIFICATION 


Eaplanation of amendment (1).—The amendment restores the language change 
proposed in the revised estimate. This change was originally inserted in the 
appropriation language in order that an item for fishery research under the Of- 
fice of the Secretary should not be in conflict with this appropriation. The com- 
mittee removed this language change when the research item was not approved. 
Inasmuch as restoration is requested for that item, it is necessary to reinsert 
the new language. 

Explanation of amendment (2).—The amendment restores the reduction of 
$1,108,000 made by the House below the revised estimate for the appropriation. 
This amount is distributed to activities as follows: 


tot A ppropriated| Revised esti House bill Restoration 
Activity 1953 mate 1954 1954 requested 


(a) Research on fish and fisheries $2,711,778 | $2,470,000 $1, 806, 000 $664, 000 
(6) Exploration, development, and utilization 

of fishery resources 1, 108, 192 | 1, 140, 000 834, 000 306, 000 
(c) Research on birds and mammals 479, 478 493, 000 360, 000 133, 000 


Total. ..-- é ae . 4, 299, 448 | 103, 000 3, 000, 000 1, 103, 000 


A breakdown of the restoration request by objects of expenditure follows: 


Co es Siliiie alieliigitathadidine stow, £908. 32 
‘Travel a dati aah diceaees oe sions 35, SO9 
Transportation of things... _-~~- = : ; pinntgl , 568 
Communication services ’ i ‘ ibe . 3, 044 
Rents and utility services_________ ack ene’ _— . sa 3, 429 
Printing and reproduction____-_- aes ; 5, 950 
Other contractual services_____- P F ere 35, 918 
Supplies and materials_______~ ‘ Bald cate cilia 20 ee 205, 094 
Equipment mia kien 58, 864 


Total , ‘ obitdinsn te ciesitniedsn Rana 


Action to conserve the renewable biological resources is still based more on 
judgment than on knowledge. Federal research on fish and wildlife resources 
has extensively been limited to species whose distribution extends far beyond the 
borders of any one State. There is little likelihood that any other State or pri- 
vate agency can take up this function. This kind of scientific research must be 
continuous and adequate to be fruitful. Therefore, to discontinue studies before 
final results are achieved would make fruitless all initial work in those studies. 

Restoration is requested for the projects indicated below in order to continue 
those studies which had been under way and from which promising results are 
anticipated. 


(a) Research on fish and fisheries—restoration requested, $664,000 

1. Coastal and offshore fisheries —Of the amount requested for restoration, 
$486,155 is for the continuation of certain studies of coastal and offshore fisheries. 
Extensive studies of salmon propagation and development, as well as observa 
tions conducted on the herring in Alaska were included in the revised budget 
estimate. Status of shad runs along the rivers of the Atlantic coast were to be 
made. If these funds are not restored, the continuity of observations will be lost. 
Moreover, the Pacific-coast research vessel Black Douglas, studying the problem 
of the disappearance of the pilchard will not be able to continue operations, nor 
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will the Albatross III, now operating out of Woods Hole, Mass., the Alaska, study 
ing the marine resources of the Gulf of Mexico, and the Theodore N. Gill, operat 
ing in the South Atlantic waters. 

Included in the amount of $486,155 mentioned above is $207,000 for research 
on tunas in Pacific Oceania. A reduction in this amount would depress operations 
by one-third. Changes of programs such as this would largely cancel a million 
dollar investment as no commercial enterprises exist to furnish the information 
as to whether and where oceanic fishery resources exist. 

2. Commercial shellfishery research.—Restoration of $46,425 is needed to con- 
tinue certain clam investigations. The revised estimate included $24,600 for 
investigation of hard clams and the development of methods of control of soft 
clam predators. Inasmuch as these studies lead to successful management of 
sustained annual yields of the clam resources, discontinuance of the program 
will indefinitely delay successful management. Restoration of $20,000 is re 
quired to continue research on Gulf of Mexico oysters which have suffered a 
serious decline. The remaining $1,825 is for miscellaneous items such as central 
office costs, ete. 

3. Inland fishery research.—Restoration of $131,420 is requested for research 
on inland fisher.es. Of this amount, $81,100 is for studies to improve fish cul 
tural methods, including $30,000 to find a prevention and cure of a new virus 
disease which has appeared in western hatcheries, destroying entire hatches 
of salmon worth hundreds of thousands of dollars. Restoration is requested also 
to provide for research on food requirements of hatchery fish and on hatchery 
techniques or these studies will have to be reduced by 60 und 65 percent, re 
spectively. 

The revised budget estimate provided $144,133 for developing methods of 
controlling the sea lamprey and rehabilitating the trout in the Great Lakes. 
Restoration of $39,120 is requested to restore the level of Operations contem 
plated by the estimate and make possible control operations on a minimum scale 
and conduct investigations to discover means to rehabilitate the lake trout 

The remainder, amounting to $11,200, is for miscellaneous items, including 
$6,400 for cooperative programs on public lands, $3,900 for central office costs, 
etc 


(b) Exploration, development, and utilization of fishery resources—restoration 
requested, $306,000 

1. Exploratory fishing and gear devolpment—restoration requested, $119,067 
The amount needed for continuation of the North Atlantic bluefin tuna explora 
tory fishing project is $50,000. This study was started in 1951, strongly sup 
ported by the industry, and is beginning to show promise in the development of 
a new resource for that area If funds are not provided this project will be 
terminated. 

The amount needed for continuation of the gear research and development 
station is $48,398. This project, located at the University of Miami, in Florida, 
will be closed unless this amount is provided, thereby abolishing the only fed 
erally operated gear research and development station serving the fishing 
industry. 

The amount needed for full-time vessel operation is $20,674. The operating 
time of the two remaining exploratory fishing vessels, the John N. Cobb, stationed 
at Seattle, Wash., and the Oregon, stationed at Pascagoula, Miss., will be cur 
tailed, with attendant loss of efficiency unless this amount is provided. Use 
of these vessels has been instrumental in the development of new shrimp grounds 
in the Gulf of Mexico and new bottom fishing areas in the Pacific Northwest 

2.. Fishery technological studies—restoration requested, $108,401.—The re- 
search trawler Delaware which is based at Boston and engaged in the very im- 
portant freezing-fish-at-sea project requires restoration of $66,500. This project 
which was started in 1951 through special efforts by the industry is designed to 
develop a better means of handling fish at sea so as to improve the quality of 
fish reaching the ultimate consumer. Continuation of this research is essential 
as a means of placing the New England industry in a better position to compete 
with the large volume of imported fillets. 

Continuation of the technological laboratory at College Park, Md., requires 
$41,901 or it must be closed, and the technological staff and research projects at 
the Boston, Mass.; Seattle, Wash.; and Ketchikan, Alaska, laboratories reduced. 

3. Commercial fishery statistics—restoration requested, $27,949.—An amount 
of $17,449 is needed to prevent closing the statistical office at San Pedro, thereby 
reducing fishery statistical coverage of California. These funds would also 
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provide statistical coverage in the Great Lakes area and some personnel sta 
tioned at Gloucester, Mass., who are en ed in statistical work in that area 

Since the statistical information on the catch, gear used, and fishery products 
manufactured is basic for all governmental or industry planning within the fisher 
ies, it is of fundamental importance. If not obtained currently, such data are 
irretrievable. 

The staff of the Washington office which is engaged in compilation o.' fishery 
statistics requires $10,500 to operate at an efficient level. Loss of these funds 
will result in long delays in tabulation and issuance of statistical publications 

4. Commercial fishery economics—restoration requested, $14,950.—Importation 
of fishery products has continued to increase during recent years to the point 
where there are 7 pounds of fishery products imported into the United States for 
each 10 pounds produced domestically Aggravating problems which have re 
sulted from imports need continued attention Studies such as are now being 
made of the long-range position of the tuna industry cannot be undertaken except 
on small-scale basis. Assistance on transportation rate problems, labor prob 
lems, and finance marketing problems must be terminated unless the restoration 
is made. 

5. Fishery market news service—restoration requested, $35,633 —The amount 
required for continuation of the daily market news office at Hampton, Va., and 
New Orleans, La., is $16,500 Daily marketing information now being issued fot 
the Chesapeake Bay area will be discontinued unless these funds are restored 
Coverage of the New Orleans Market News office will also need to be reduced 
even though present coverage is at a bare minimum to meet needs of the impor 
tant shrimp industry. 

Folding, stapling, calculating and adding machines, and typewriters in the 
market-news offices in many cases are in very poor condition, having been used 
for a number of years without replacement. Costs of replacement have risen 
substantially, and the small increases in appropriations allowed from time to 
time have not been sufficient to meet these requirements. The amount needed 
for replacement of equipment is $15,000. 

The size and coverage of Commercial Fisheries Review depends on the funds 
appropriated. This publication as issued monthly ties in all the fishery devel 
opments, both in the domestic and foreign field, for industry and governmental 
use. The amount needed for this item is $4,133. 


(c) Research on birds and mammals—restoration requested, $133,000 


1. Wildlife population studies.—Restoration of $26,000 is requested to prevent 
drastic curtailment in the operation of the waterfowl! and bird-banding program 
which is necessary to provide sound information for regulating migratory birds 

2. Studies of wildlife depletion Restoration of $14,500 is required to prevent 
drastic curtailment of this important research program. Each year we have 
outbreaks of botulism, fowl] cholera, and lead poisoning that causes the death 
of several million ducks and geese. Research is urgently needed in an effort to 
reduce these losses 

3. Studies to improve wildlife-nanagement methods Restoration of $47.000 
is required to prevent curtailment of a program already spread very thin. Pri- 
vate agricultural lands and public forest lands constitute two key range types for 
wildlife. On both of them there is active public demand for increasing the yield 
of game, fur, and other species primarily of esthetic value. The Fish and Wild 
life Service has responsibility for necessary wildlife investigations at the Federal 
level. In this connection it is our function to implement the management work of 
such agencies as the Soil Conservation Service, Forest Service, and Park Service 

4. Studies to improve bird- and mammal-control methods.—Restoration of $20, 
500 is required for this project. 

The Denver Wildlife Research Laboratory has responsibility for the develop 
ment and testing of new methods and toxicants for the control of undesirable 
wildlife. In spite of numerous significant contributions, a perennial manpower 
shortage has caused the laboratory to lag far behind requests for service 

The Forest Service is reseeding forest burns in the Northwest through the use 
of planes and helicopters, and rodents are considered to be a major cause of 
failure. Consequent demands that our most potent and potentially most danger 
ous rodenticides be used on a large scale in connection with such work places a 
premium on early resarch 

5, Cooperative Wildlife Research Unit program.—Restoration of $25,000 is 
requested for the cooperative program with State game departments, land-grant 
colleges, and the Wildlife Management Institute. There are 17 units located 
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in 16 States and Alaska. The program has gained world renown. The restora- 
tion is required to prevent termination of the units in Montana and Texas, and 
to provide for the overdue replacent of worn-out equipment. 


INVESTIGATIONS OF RESOURCES 


Mr. Day. Under the item “Investigations of resources,” the House 
reduced quite severely this particular item. The estimate was for 
$4,103,000, and the House struck it down to $3 million, with the advice 
that the committee is convinced that a program of approximately 
$3 million should be entirely adequate for investigative purposes. 

Actually, the research program of any scientific agency of the Gov- 
ernment is the basic program on which operations are planned, and a 
reduction of 30 percent in the research item here is really a very severe 
blow to effective operation. 

Senator Munpr. Have you learned anything new about new fish and 
mammals? 

Mr. Day. Very much. In recent years there has been a great de- 
mand for finding new sources of fishery products. We have been able 
to move a long ways in helping the total commercial fishing industry 
of the United States by carrying on additional research. Aproxi- 
mately 11 percent of the animal protein foods that are consumed in 
this country come from fishery products. It is not nearly as large as 
agriculture, but highly important. 

Senator Munpr. That is not what has brought down the price of 
beef ? 

Mr. Day. No; actually, the price of beef brought the price of fish 
down with it. We have been expanding a great deal in carrying on 
additional scientific fishery work. In the last few years, since the end 
of the war, there has been transferred to us, and we have rehabilitated, 
a fleet of something like 10 or 11 research vessels. We have vessels 
operating in the North Pacific and off California. We have had an 
exploratory vessel working out of Seattle and into Alaskan waters. 
One vessel is stationed in the Gulf, assisting the very important shrimp 
industry. Another is making surveys off South Carolina. We have 
had 2 or 3 in New England, 1 developing a new tuna resource off the 
coast of Maine. Another vessel is experimenting with how to freeze 
fish at sea, devising techniques so that United States fishermen in New 
England can bring back fresh-frozen products. 

Senator Munor. Allright. I can see how you need research in fish. 
How about birds and mammals? That is not commercial. That is 
sportsman purposes, 


EFFECT OF REDUCTION ON FISHING RESEARCH 


Mr. Day. This reduction will virtually take out all of the fishery 
research we have been doing on the high seas. It will lay up almost 
the entire fleet. 

Senator Corpon. You are asking for $664,000 restoration; is that 
right, for that purpose ? 

Mr. Day. For fisheries. 

Senator Corpon. For research on fisheries. 

Mr. Day. We are asking for $664,000 for “Research on fish and 


nsheries.” 
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Senator Munpr. And $306,000 for “Development and utilization,” 
which is pretty closely akin to that. That is about a million dollars 
you are asking. 

Mr. Day. That is right. 

Senator Munpr. If you got that, does that mean you are going to 
continue the program at the present rate, increased rate, or slower 
rate ¢ 

Mr. Day. It would be at the present rate with the exception that we 
would have to absorb such increased costs as might occur. I would 
say it would be on the existing rate. 


BIRDS AND MAMMALS 


Senator Munpr. What is your research on birds and mammals? 

Mr. Day. We are asking for a restoration of $133,000, $23,000 of 
which would be to prevent curtailment in our waterfowl-banding 
program. The banding of birds and the analysis of bands is quite 
hasic to our total management of the resource. It provides basic in- 
formation on which to determine what the regulations should be, 

Senator Munpr, Is the duck drop getting bigger or smaller ? 

Mr. Day. Last year it was the biggest it had been in the last 6 or 
7 years, 

Senator Munpr. What year was the turning point? I know it 
was going down for a long time, and it is now going up? 

Mr. Day. It has had two low points. One was during the drought 
days of around 1933 and 1934. That was the time when the refuge 
program really began to move. The low point the last time was in 
about 1945 or 1946, but the population is now in the best shape it has 
been in a long time. 

Senator Munpr. So we have more because of this research program 
or we stopped the Mexicans from slaughtering them and better breed- 
ing grounds in California, or what is the cause for the increase ? 

Mr. Day. I would not lay it all to research. Mother Nature did 
most of it, but she has been given some good help. We have a good 
cycle of such years, and as you pointed out the Fish and Wildlife 
Service, and the various conservation groups have done much to pre- 
serve and restore breeding marshes for waterfowl. 

Senator Munpt. Does the duck and goose banding contribute to 
that’ We get letters from people who shot a duck with a band on its 
leg, and I sent it in. How does it help? 

Mr. Day. It contributes to the essential knowledge on migration 
routes. As we learn more about where the birds travel, we can better 
tell where refuges are needed and how the regulations should be made. 
It is basic knowledge that is needed:in the management of species some 
of which for instance may move from the central prairie areas to the 
Atlantic coast and some to the Pacific coast and some down to the 
central flyway. This appropriation provides for the acquisition of 
basic knowledge needed for a good management program. 

Senator Munpr. And what you need is $133,000 to keep the pro- 
gram going as it has been? 
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DISEASE STUDIES 


Mr. Day. That is right. Some is needed for disease studies. We 
would have to close down under this reduction two of the cooperative 
research units, of which there are 17 at present, set up to work with 
the States, with the fish and game departments and the Wildlife 
Management Institute, in training young students to go into the wild- 
life field. It has been a very successful program throughout the 
years, and one in which there is a great deal of interest ‘and need. 
We would have to close the units, we figure, i in Texas and Montana. 

Senator Munopr. Is there anything else? 

Mr. Day. Not on that item, unless there is a question. 


FURTHER DISCUSSION OF LANGUAGE CHANGE 


Senator Munpr. I want to ask one question about a change of 
language you requested in connection with expenses. You say “ex- 
penses not otherwise provided for.” What kind of business is that ? 
That is on page 146. Did you fail to include some expenses in your 
budget ? 

Mr, Brsansky. That is because under an item of the Office of the 
Secretary appropriation we have been asked to do some fishery re- 
search work. If this “not otherwise provided for” were not included 
here, we would be allowed to do rese: weh work only out of the appro 
priation “Investigation of resources, 

Mr. Day. May T expl: in this further. I get it now. We have been 
asking for the last 3 or 4 years, and the Bureau of the Budget finally 
went along with a request for an appropriation that would permit us 
to do some basic research on the problem of fish and dams on the 
Columbia. The Bureau of the Budget included a $260,000 item in the 
amounts recommended for the Office of the Sec retary, rather than to 
the Fish and Wildlife Service. There was discussion in the House 
and there was discussion when I appeared before this committee as to 
whether it should be Fish and Wildlife Service appropriation or 
whether it should remain in the Secretary’s item. This language 
apparently is put in to take care of any contingency that may come up 
on that particular item. 

Senator Munpr. The House did not allow anything for that? 

Mr. Day. That is right. 

Senator Munpr. If you do not get anything from us, you want the 
language ? 

Mr. Day. If you do not include the funds, there will be no need for 
the language. 


CONSTRUCTION 
(The justification follows :) 
CONSTRUCTION 
(Revised estimate, $105,000; aet $673,800) 
(House hearings, pt. 1, pp. 171-174, pt. 2, p. 938) 
(P. 26, line 6) 


Page 26, line 6, strike out “$435,600” and insert in lieu thereof “$105,000” 
the revised estimate, or a decrease of $330,600. 
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HOUSE REPORT 


“An appropriation of $305,000 was requested The columittee recolamends 
$435,600. While this is an increase of $150,600 above the budget estimate. it is a 
decrease of $238,200 below the 1953 program. 

“Of the amount allowed, $130,600 is for the purpose of constructing a bridge 
across Indian Bay and for the St. Charles approach—roadway and ramps. This 
construction is to make possible the construction of a road across the White River 
National Wildlife Refuge to connect with roads of the Arkansas highway system 
at the east and west edges of the national refuge. No part of the funds allowed 
for this construction are to be obligated unless and until the Arkansas State 
Highway Department definitely contracts the roadway east of St. Charles to 
Indian Bay (including ramps to a ferry at the White River, grubbing, grading, 
minor structures, riprap, and 18-foot-wide concrete pavement 7 inches thick) 
which construction is necessary to cross the wildlife refuge between the two 
points for which construction money is appropriated in this bill. Further, the 
construction money provided herein is not to be obligated until the State Highway 
Department of Arkansas has contracted for the construction of a highway, to 
specifications of Highway No. 1, from the bridge across Indian Bay, for which 
funds are herein appropriated to the Phillips County line to connect with High- 
way No. 1. 

“The remaining $305,000 of the appropriation recommended is to be used for 
fish hatchery, fishery biology, and wildlife facilities construction as outlined 
in the justifications,” 


JUSTIFICATION 


This amount is distributed to activities as follows: 


Activity Appropriated, Re is 5 Sti- os ae 


Fish facilities 
Wildlife facilities... 


Total 


The $200,000 for fish-hatchery construction and the $130,600 item for the 
purpose of constructing a bridge across Indian Bay and for the construction 
of a road across the White River National Wildlife Refuge in Arkansas, pro- 
vided by the House bill, were not included in the revised budget for 1954. The 
Department recommends that the fish-hatchery-construction program not be 
undertaken in 1954 and that no appropriation be made for the bridge and road 
until an engineering survey can be made and detailed cost estimates prepared. 


CONSTRUCTION 


Mr. Day. We are asking that the construction item be increased in 
the amount of $330,600 which the House added to put it back to the 
original estimate sent up by the Bureau of the Budget. 

The reason is this: The House added $200,000 for construction at 
fish hatcheries, and $130,600 for constructing a bridge and roadway 
across a wildlife refuge in Arkansas. In order to remain at the fig- 
ure recommend by the Department, it would have meant that we 
would have to reduce other items by the amount of $330,600 in order 
to absorb these two. 

It is our measured judgment that the other programs that are being 
carried on are more necessary than the $200,000 for construction at 
fish hatcheries and the $130,600 roadway across the refuge. The $130,- 
600 is wholly inadequate to do the kind of job that needs to be done. 
So- until we have more adequate data on costs, we feel this project 
should be postponed. 
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GENERAL ADMINISTRATIVE EXPENSES 


(The justification follows :) 













GENERAL ADMINISTRATIVE EXPENSES 





(Revised estimate, $898,000; act, $898,198) 


(House hearings, pt. 1, pp. 174-176) 





(P. 26, line 10) 










Page 26, line 10, strike out “$775,000” and insert in lieu thereof “$898,000”, 
the revised estimate, or an increase of $123,000 in this appropriation, 


HOUSE REPORT 
































“The budget estimate for this item is $925,000. The committee recommends 
an appropriation of $775,000, a reduction of $150,000 below the budget estimate 
and $123,198 below the 1953 program. Of the amount allowed, $375,000 is for 
departmental expenses and $400,000 is for regional offices expenses. The reduc- 
tions in this item have been made with the expectation that the number of 
regional offices can be reduced during the 1954 fiscal year. The committee 
requests that the Secretary study this problem and report in detail to it at the 
time of the hearings on the 1955 appropriation bill.” 


JUSTIFICATION 





The amendment restores the reduction of $123,000 made by the House below 
the revised estimate for the appropriation. This amount is distributed to 
activities as follows: 












Activi Appropriated| Revised esti-]| House bill | Restoration 

Activity 1953 mate 1954 1954 | requested 
ititetnantemnnndie sagihcal ee 
Departmental expenses... : : o6 | $443, 065 $443, 065 $375, 000 $8, 065 
Regional office expenses -..-.-- i ciate 455, 133 454, 935 400, 000 54, 935 
_ Lid cubdibhelin ails’ basdvivetd 888, 198 | 898, 000 | 775, 000 123, 000 








A breakdown of the restoration request by objects of expenditure follows: 


eee ee etek mbedeeetonmiatndsiin aaeihacoainiasiasinade Likstiad ... $102, 760 
orev un sis dsatbadstapcmcngie taser ened aaatukinetssepiin dasdlidnamienesmnaniasdiiin ah 4,310 
AIOE OE Sinn nlc wien bibs Selec detested 400 


i A aA Be lence cee emcecisns ob an eensinn evict coun 2, 600 
I nn CI a a ail ane 1, 498 
Fre: Re Sr eeee es ai ee ia“. eR 1, 800 
Other contractual services— . asia opdhmpipeheginntticiestn Shichi ten deeeg 1, 000 
SIR, UII UU a a 3, 283 
RINT vncicncndcadecbdltteneniarelacret deal simak ageaeiamialied mealies iadpiedipeareres 5, 149 
Ze Ee Wee. os nh licensee Si ME 200 

FE cnrrantansan dials chatebeitamaditehcaswapdmeinattndnvanesciai iihanatie Ml Le ta, 123, 000 


The revised estimate for this appropriation represents approximately 5% per- 
cent of the revised estimate for the annual appropriations. This percentage 
for general administrative services is considered very reasonable and it is be- 
lieved to be well below the average. The Fish and Wildlife Service has only 6 
regional offices ; 1 in Alaska, and 5 in the United States. They were established 
in order to provide for more efficient administration. These offices have only 
modest staffs and are being efficiently operated. It is believed that any reduc- 
tion in the number of regional offices would mean less efficient service to the 
public without resulting in any material savings. 
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RESTORATION OF FUNDS 


Mr. Day. Under general administrative expenses, we are asking 
for the restoration of $123,000. The House action was based in part 
as follows: “The reductions in this item have been made with the ex 
pectation that the number of regional offices can be reduced during 
the 1954 fiscal year. The committee requests that the Secretary study 
this problem and report in detail to it at the time of the 1955 appr« 
priation bill.” 

REGIONAL OFFICES 


The Service has 6 regional offices. None are large. They carry 
on administrative work for Alaska and 5 groups of States within 
the United States. We think the regional offices are running about 
efficiently as can be. There could probably be some minor improve- 
ments, but we do not see how we could eliminate a regional office 
as suggested by the House and make any great saving, when we con 
sider additional travel, moving expenses, and so forth. 


PERSONNEL 


Senator Munpr. How many people are involved in that $123,000? 

Mr. Day. Out of this appropriation, 85 people. 

Senator Munpr. How were you able to induce the budget to give 
you the same amount that you had in 1953¢ They reduced practically 
everybody else. 

Mr. Day. Because they were convinced, I am sure, that we are 
runing a good, efficient organization and it would be unwise to change 
or reduce it. We are per fec tly agreeable to studying the question for 
a year, but we would hate to be forced to make this reduction at. this 
time without a chance for the Secretary to make a study of it in ad- 

vance. He is going to make a study, I understand, of all regional 
offices in the Departme nt. I think that is very urgent that this item 
remain as is until such a survey has been completed. 


ADMINISTRATIVE PROVISIONS 
(The justification follows :) 
ADMINISTRATIVE PROVISIONS 


(Revised estimate, 138 passenger motor vehicles and 7 aircraft; act, 74 passenge 
motor vehicles and 10 aircraft) 


(House hearings, pt. 2, pp. 988-939 
(P. 26, line 21) 


(1) Page 26, line 21, after the word “for” insert the following: “purchase of 
not to exceed one hundred thirty-eight passenger motor vehicles, of which one 
hundred and seven shall be for replacement only ;”. 

(2) Page 26, line 21, after the word “for” insert the following: “purchase of 
not to exceed seven aircraft, of which six shall be for replacement only ;”. 


HOUSE REPORT 


“The Department of Interior now has a total of 6,694 automobiles and 64 ait 
craft. The committee is convinced that this is a large enough fleet of automobiles 
and aircraft to serve the programs of the Department. In fact, it is convinced 
that this is more than enough automobiles and aircraft, and that many of those 
which were proposed in the bill for replacement can be disposed of without ap 
preciably affecting accomplishment of the programs of the Department. Conse- 





2140 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


quently, the committee has denied all requests for new and replacement passenger 
motor vehicles and aircraft, with the exception of one replacement aircraft for 
the Bureau of Land Management to be used in Alaska. The estimated savings 
throughout the bill because of this action is $1,400,000. Curtailment of some of 
the programs which will be necessary because of the actions taken on the 1954 
appropriations bill should make it possible to divert some of the automobiles 
to programs wherein replacements and additional vehicles might be needed. 
With this in mind, the committee has put language into the general provisions 
of the bill which permit the Secretary to transfer vehicles between agencies of the 
Department without transfer of funds.” 


JUSTIFICATION 


Erplanation of amendment (1).—The amendment restores authority for the 
purchase of passenger-motor vehicles in the numbers contemplated by the revised 
estimate. Of the 138 passenger motor vehicles for which authorization to pur 
chase is requested, 68 would be purchased from the appropriation for “Manage- 
ment of resources” for use by agents enforcing fish and wildlife protective laws; 
for fieldmen supervising fish culture, refuge, and predator and rodent control 
activities ; and by biolcgists and engineers in river basin studies. Twenty of the 
vehicles would be purchased from the appropriation for “Investigation of resour 
ces” for use by aquatic and wildlife biologists conducting field investigations and 
field agents collecting fishery statistics. Four would be purchased from the 
appropriation for “General administrative expenses” for use in making field 
inspections. One would be purchased from the appropriation for “Administra- 
tion of Pribilof Islands” for use by the general manager of the Pribilof Islands 
and staff for transportation of natives to and from Tacoma, Wash., for medical 
care and hospitalization and other general transportation needs in conducting 
Pribilof Islands affairs in Seattle, Wash. Four would be purchased from the 
appropriations for ‘“‘Federal aid in fish restoration and management” and in 
wildlife restoration for use by fieldmen for inspection of fish restoration and 
wildlife projects. Five would be purchased from the appropriation for ‘Man 
agement of national wildlife refuges” for use by game management agents in 
enforcing wildlife protective laws. Forty-one would be purchased from the 
migratory bird conservation fund for use by engineers and biologists making 
surveys, inspections, and supervising refuges; negotiators and surveyors in 
connection with acquisition of refuge lands; and by game management agents and 
deputies in enforcement activities under the Migratory Bird Treaty Act and the 
Migratory Hunting Stamp Act. 

All of the passenger motor vehicles scheduled for replacement will meet 
Bureau of the Budget standards, where applicable, both as to age and mileage. 

Explanation of amendment (2).—Of the 7 aircraft which it is proposed to pur- 
chase, 6 are for replacement of existing aircraft. These aircraft are used by 
the Service in enforcing fish and game laws and making waterfowl surveys and, 
to a limited extent, in predatory animal control. 

Senator Munpr. I think you have the chairman’s request about the 
automobiles in mind, and the breakdown he requested today. 

Mr. Day. Yes; we will do it. 

(The information referred to follows:) 

VEHICLES MEETING MILEAGE STANDARD 
Number of 


vehicles 
Over 100,000 miles 


80,000 to 100,000 miles 
60,000 to 80.000 miles 


Total number of vehicles meeting mileage standard 


VEHICLES MEETING AGE STANDARD (NOT MEETING MILEAGE STANDARD) 
10 years or older 
S to 10 years old 
6 to 8 years old 


Total number of vehicles meeting age standard 


Total number of vehicles requested for replacement__ 
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Mr. Day. That, sir; completes my statement unless there are 
questions. 
Senator Munpr. Very well. We will stand in recess until 2: 30. 
(Thereupon at 12:35 p. m., a recess was taken until 2:30 p. m., the 
same day.) 
AFTER RECESS 
OFFICE OF THE SECRETARY 


STATEMENTS OF DOUGLAS G. WRIGHT, ADMINISTRATOR; AND 
HENRY W. BLALOCK, ASSISTANT TO THE ADMINISTRATOR, 
SOUTHWESTERN POWER ADMINISTRATION 


CONSTRUCTION, SOUTHWESTERN POWER ADMINISTRATION 


(The justification follows :) 


OFFICE OF THE SECRETARY 
CONSTRUCTION, SOUTHWESTERN POWER ADMINISTRATION 
TITLE VY. REDUCTIONS IN APPROPRIATIONS 
(House hearings, pt. 1, pp. 380-385) 


(P. 37, lines 18 and 19) 


Page 37, lines 18 and 19, strike out “$1,447,800” and insert in lieu thereof 
“$1,264,300” or a decrease of $183,500 in the reduction in appropriation. 


HOUSE REPORT 


“The budget request of $1,500,000 for this activity has been disallowed. It is 
estimated by the Department that curtailment in the 1953 construction program 
will make available an unobligated balance of $1,877,800 by June 30, 1953. Of 
this amount the committee has rescinded $1,477,800, leaving a balance of $400,000 
available for completion of construction on several transmission lines and sub- 
stations, and for communication and dispatching equipment. 

“In connection with the construction program of the Southwestern Power Ad 
ministration, the committee strongly urges that the Department of Interior and 
the companies in the area of southwestern operations, immediately work out 
some sa’isfactory arrangements by which the need for any additional construe 
tion by the Southwestern Power Administration is eliminated, and by which the 
business and other standards of section 5 of the Flood Control Act of 1944 will 
be satisfied. 

“During the coming year, the committee expects to keep informed of progress 
toward a satisfactory solution of this problem and will have opportunity to take 
some further action as may be necessary if the companies and the Department 
cannot arrive at a mutually satisfactory arrangement to avoid any danger of 
failure of service to preference and other customers.” 


JUSTIFICATION 


The amendment requested will make available in 1954 an amount of $609,000 
from funds appropriated in prior years and make unnecessary appropriation of 
new moneys. The $609,000 will provide for completion of construction of trans 
mission lines and substations already approved by the’ Congress, and for the 
acquisition of communication and dispatching equipment. In addition, it will 
provide for necessary equipment and materials for use in the operation and 
maintenance of transmission facilities leased from cooperatives. 
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Senator Corvon. The committee will come to order. 

Mr. Douglas Wright, Administrator of the Southwestern Power 
\dministration, is present, and will present the Department’s position 
with respect to the reductions made by the House in the appropria- 
tion request for the Southwestern Power Administration. 

Mr. Wright, can you take up the item with respect to construction 
where you are talking about a decrease of $183,500 in the appropria- 
tion, or rather in the rescission in lieu of the appropriation. 


CONSTRUCTION SAVINGS 


Mr. Wrienr. Mr. Chairman, the item of construction which we 
are asking for a decrease in rescission comes about in this way. We 
had savings which we reported to the House committee in previous 
construction appropriations of some $1,873,000. We recommended 
to the House that in lieu of appropriation of $613,500, which we 
needed to complete construction under way, that in lieu of giving a 
new appropriation, they authorize the use of that amount of the sav- 
ings which we had managed to effectuate, and rescind the $1,264,300 
of the savings. 

The House in its action actually rescinded $1,447,800. This money 
is for the purpose of purchasing transmission line operating equip- 
ment such as trucks, tools, and transmission depots, which would be 
utilized to operate the generating and transmission company system 
lines in the event we took them over under lease. If the continuing 
fund action of the House is sustained, then we will not need this equip- 
ment. In other words, we are in this position: We now have five 
fine transmission line crews. If we take over the operation of the 
generating and transmission cooperatives, those crews will be ex- 
panded to eight crews and our three patrol crews will be expanded to 
five patrol crews. This equipment is for those crews and represents 
the $200,000 item struck out by the House Committee. 


OPERATION AND MAINTENANCE 
(The justification follows :) 
OPERATION AND MAINTENANCE, SOUTHWESTERN Power ADMINISTRATION 
(Revised estimate, $1,700,000; act, $1,450,000) 
(House hearings, pt. 1, pp. 385-394) 
(P. 2, line 19) 


Page 2, line 19, strike out “$1,500,000” and insert in lieu thereof ‘‘$1,700,000”"— 
the revised estimate, or an increase of $200,000 in the appropriation. 


HOUSE REPORT 


“The committee recommends $1,500,000 for this item which is a reduction of 
$400,000 below the budget estimate but an increase of $50,000 above the current 
year figure. Reductions in the 1953 construction program and a drastic reduc- 
tion in the 1954 proposed construction program will reduce the number of facili- 
ties and power marketing contracts contemplated in the budget estimate of 
$1,900,000.” 
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JUSTIFICATION 


The amendment restores the reduction of $200,000 made by the House in the 
budget estimate for this appropriation. This amount is distributed to activities 
as follows: 


Appropriatei, R« 
195: I 


System operation and maintenance $765, 000 
Power marketing 110. 000 
General administration 575, 000 
1, 450, 000 1.7 won 00, ) 200, 000 
\ breakdown of the restoration request by objects of expenditure follows: 
Personal services ; . -a-anaune 9150, 000 
‘TTeVGl ona a ci ey : 50, 000 


Re es oe fx oe _._--- 200, 000 


1. System operation and maintenance.—Restoration of $176,000 is requested in 
order to permit the Administration to staff and provide travel funds for the 
transmission crews necessary to operate and maintain the transmission facilities 
of the generation and transmission cooperatives with which it has contractual 
agreements. 

3. General administration.—Restoration of $24,000 is required in order to pro- 
vide sufficient administrative staff over the present staff for administering the 
increased program due to operation and maintenance of the generation and trans- 
mission cooperatives’ facilities. 


RESTORATION OF FUNDS 


Mr. Wrieut. The next item I should discuss is that of maintenance 
and operation in which we are requesting restoration of $200,000. We 
requested from the House $1,700,000, and the House appropriated or 
passed a bill of $1,500,000, $200,000 less. Likewise, this $200,000 is 
for the purpose of financing the salaries and expenses and administra- 
tive costs of these extra transmission-line crews, labor crews, and 
patrol crews for the generating and transmission lines. So if the con- 
tinuing fund action of the House is sustained, then we would not re- 
quire that money either 

We now have in that connection about 258 employees which would 
be increased to approximately 345 employees if we take over the gen- 
erating and transmission systems. That would be an increase of 87. 
Of the 87 approximately 75 would be directly connected with opera- 
tions in the field. The other 12 would be the additional people to 
handle their payrolls and such matters as that. 

We get to the main item, then, of this appeal, which is the $3,736,000 
continuing fund. 

CONTINUING FUND 


(The justification follows:) 


CONTINUING FUND, SOUTHWESTERN POWER ADMINISTRATION 
(Revised estimate, $3,736,000; act, $1,000,000) 
(House hearings, pt. 1, pp. 394-397) 

(P. 2, line 22) 


Page 2, line 22, strike out “$150,000” and insert in lieu thereof ‘‘$3,736,000’"— 
the revised estimate, or an increase of $3,586,000 in the sienuantntion 
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HOUSE REPORT 


“An appropriation of $5,650,000 was requested for this item. The committee 
has allowed $150,000, a reduction of $5,500,000. The amount allowed is to be 
used for the purchase of power and for the payment of wheeling charges under 
existing contracts. 

“In a letter dated April 6, the committee was advised by the chairman of 
the executive commiitee of the Southwestern Power System that the member 
companies in that system saw no need for the continuing fund appropriation, 
and assured the committee that the deletion of such fund would not in any 
way result in interruption or curtailment of service to any preference customer 
or other consumer on their systems. In his reply dated April 14, the Chairman 
of the subcommittee advised the member companies of the Southwestern Power 
System that if the committee took such action, it would be due in part to this 
commitment made by the member companies in their letter and at the time of 
their appearance before the subcommittee on March 31, 1953.” 


JUSTIFICATION 


The amendment restores the reduction of $3,586,000 made by the House in the 
revised estimate. This amount is distributed to activities as follows: 


Activity 


| | 
Appropriated| Revised esti-| House bill Restoration 
1953 | mate 1954 | 1954 | requested 


1. Purchase of power and service charges $500, 000 $2, 551, 000 $150, 000 | $2, 401, 000 
2. Rental of transmission facilities 500, 000 1, 185, 000 | 1, 185, 000 


Total a Sea : aie 1, 000, 000 3, 736, 000 150, Ov | 3, 586, 000 


A breakdown of the restoration request by objects of expenditure follows: 


Other contractual services acetececie data te ee is 


$3, 586, 000 

The restoration of $3,586,000 will enable the administration to make payments 
to generation and transmission cooperatives under presently executed con 
tractual agreements for the purchase of power and rental of transmission facili 
ties; and it will enable the Administration to make payments to private utilities 
in Kansas, Missouri, Arkansas, Louisiana, and southern Texas under the power 
integration contract currently being negotiated. 

In order for the Administration to meet its contractual agreements with the 
generation and transmission cooperatives and to furnish power to the cities of 
Springfield, Lamar, Lockwood, and Hermann, Mo., and the Sho-Me Power 
Corp. of Missouri, it is recommended that the full amount of the revised esti- 
mate be appropriated. 

Senator Frrevson. Could I inquire there, would they actually 
handle more than the payroll? You certainly would not have to put 
on 12 people to take care of that amount of payroll. 


FIELD OPERATING FORCE 


Mr. Wrieur. No. It includes payroll, purchasing, all of the var- 
lous services of supply and things of that character that go with the 
actual field operating force. I am not so sure that perhaps the 75-87 
ratio I gave you would not be nearer 80 and 7. 

We will certainly not put on anybody that is not necessary. We 
have returned savings to the Congress every year. 

Senator Frrauson. We always hear that no one is on the payroll 
that is not necessary, but we finally got it up to two and a half million 
people. 

Mr. Wrieur. Yes, sir, I understand that. Last year I returned 
$250,000 from the maintenance and operations funds appropriated to 
me that we saved by not employing people. We had the money to 
employ them but did not. 

Senator Fereuson. I am glad Lo hear that. 
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TRANSMISSION LINE RENTALS 


Mr. Wriceur. This continuing fund item is for the purposes set 
forth on page 395 of the House report. It is set forth in detail there 
by items. The computations indicate the amount of rentals that we 
expect to have to pay for the various transmission lines, various 
amounts of power we expect to purchase through these interchange 
arrangements. 

At the present time, and for the last year—if I may refer to this 
map, I think it would be helpful to the committee—we took over last 
year under our contract with the Central Cooperative of Missouri 
the line running from Bull Shoals Dam to Mansfield, Mo., which 
interconnects with the Government line running from Mansfield, Mo., 
to Carthage, Mo. 

Senator Corvon. Stop there a minute, please. That last line from 
Mansfield to Carthage is a line that does not connect anywhere at 
the present time with any other Federal line? 

Mr. Wricnr. That is correct, sir. 

Senator Corpvon. It was constructed, if I recall correctly, by the 
Government as a cooperative link in connection with lines that were 
being constructed by cooperatives and was simply in the nature of 
a Federal contribution to the complete distribution system. Is that 
substantially correct ? 

Mr. Wrieut. That is correct. In addition, that links us with one 
of the very important utility systems with whom we were negotiating. 
At the time the line was allowed to be constructed Congress had ap- 
proved planning money for both the line from Bull Shoals to Rollo, 
Mo., and Bull Shoals up to Butler, Mo. In lieu of that construction, 
we recommended to Congress this lease agreement which was sub- 
stituted for Federal construction. The only G. and T. line we had 
taken over as of 2 weeks ago was the line from Bull Shoals to 
Mansfield, Mo. 

We took possession of it last year and supplied this area in central 
Missouri with 7,000 kilowatts of power which no private company 
could have supplied them last summer. 


SPA CONTRACT WITH COOPERATIVES 


Senator Corpon. The G. and T. used there is generating and trans- 
mission, and refers to a contract, whether valid or not, that was 
entered into between Southwestern Power Administration and coop 
eratives in the area under which certain generation plants, and steam 
plants to be constructed by the cooperatives and certain transmission 
lines to be constructed by the cooperatives were to be integrated. Cor- 
rect me if Iam wrong. The lines leased to the Southwestern Power 
Administration and the steam plants were to be which? Were they 
to be leased or operated and the output purchased ? 

Mr. Wrieut. The output purchased by the Government. 

Senator Corpon. That was the original arrangement. 

Mr. Wrieut. Yes, sir, and that still is the arrangement. 
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CONTRACT PROVISIONS 


Senator Corpon. With respect to the contract, if I recall correctly, 
there was a provision in such contract, subject to funds being made 
available by the Congress, that it would run for a certain number of 
years at which time the Government pursuant to an option granted in 
the contract could purchase either the lines and the plants, or just 
the lines. 

Mr. Wrient. Just the lines. 

Senator Corpon. Could purchase the lines for $10. 

Mr. Wricurt. Yes, sir, with congressional approval at the time. 

Senator Corpon. What was that period of time for that? 

Mr. Wrieurt. Forty years. 

Senator Corpon. But the contract did not contemplate then any 
acquisition by the Government of any steam plant. 

Mr. Wriaeut. No, sir. 

Senator Corvon. It contemplated only a guaranty of purchase of 
output of the steam plant for 40 years. 

Mr. Wrieut. That is correct, sir. 

Senator Corpon. Now we know what generation and transmission 
means. Go ahead. 

Mr. Wricur. During the period from May 15 until June 15—— 

Senator Corpon. That is of last year ? 

Mr. Wrieut. That is of this year right now. The rest of this 154 
kilovolt line from Mansfield, Mo. to Chamois, Mo., will be taken over 
under this contract, as well as the 69-kilovolt lines connecting to the 
cooperatives in northeast Missouri. 

Senator Frrauson. Taken over by purchase ? 

Mr. Wrient. No; under the lease contract. They will be energized 
and service will begin to all of these cooperative members in the 
amount of some 18,000 kilowatts. Likewise, service will be delivered 
over the line from Mansfield to the city of Springfield in the amount 
of 10,000 kilowatts, service to start there somewhere around June 5 
to 15. So that all of this operation will be going on as of June 30, 
the day we do or do not have continuing funds to carry this out. 

This plan to take over these lines and begin service was worked out 
with the cooperatives some 2 weeks ago, it being the cooperatives’ 
intention in the event we did not receive the money to carry out the 
contractual obligations to continue the energization and delivery of 
this power with the purchase from the Government on an interim basis 
of some power at Bull Shoals until the problem was solved. 

Just how we would deliver the power to Springfield is not yet 
worked out but probably would be on an exchange basis. 

Senator Cornon. What is Mansfield ? 

Mr. Wricut. That is the point of connection of our 154-kilovolt 
line with the cooperatives’ 154-kilovolt line. 


EXCHANGE OF POWER 


Senator Corpon. The exchange there would be the exchange of 
whose power for whose power ? 

Mr. Wricut. It would actually be a delivery to the cooperative at 
Bull Shoals. We would would have no money to pay a wheeling 
charge. So we would have to trade them some power at Bull Shoals 
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for some power back at Mansfield, all of which would be our powe1 
originally. We would have to make some kind of swap to get it from 
Bull Shoals to Mansfield. 

Senator Corpon. You cannot trade your power for your power 
Just what are you doing there? 

Mr. Wricutr. We might agree to deliver 2 kilowatts at Bull Shoals 
and the cooperative might agree to give back to us at Mansfield ¢ 
kilowatts and keep the difference between w and y as a wheeling 
charge. I do not know what the deal would be. 

Senator Corpvon. The power at Mansfield is generated where? 

Mr. Wricut. At Bull Shoals Dam in the Government’s system. 

Senator Corpon. Then the exchange you are talking about if that 
curious operation were to take place would actually be the exchange 
of power that the co-op takes at Bull Shoals and transmits to Mans 
field for power at Bull Shoals that the Government had not disposed 
of otherwise at that time. , 

Mr. Wrieur. That is correct. Putting it another way, you would 
be giving them more power at Bull Shoals and letting us take some of 
it back at Mansfield to transmit to Springfield. That is the only 
system that will be activated within the next few weeks. 


OKLAHOMA WESTERN ELECTRIC SYSTEM 


The Western Electric System in Oklahoma where were already 
have a contract with all the utility companies is probably the next 
cooperative that will come into operation. In this area we are now 
serving the Altus Airbase, Fort Sill, and the city of Anadarko with 
temporary arrangement under the Oklahoma contract until these fa 
cilities can be activated. Activation will begin around July 1, if 
funds are available, and will continue piece by piece until all of it 
be put into the integrated system, so that all of the people will | 
served through it. 

Senator Corpon. Where is the point of steam generation? 

Mr. Wrieur. Anadarko, Okla. I might say the Government line 
from there to Chickasha is now being used by the Public Service Co. 
of Oklahoma to move a large part of steam power generated at their 
plant to Chickasha. 


INSTALLED CAPACITY 


Senator Corpor. What is the installed capacity at Anadarko? 

Mr. Wricnt. Thirty thousand kilowatts. The installed capacity at 
the Central Cooperative plant at Chamois is 15,000 kilowatts. 

Senator Frrauson. Is that a steam plant? 

Mr. Wricut. At Chamois, Mo.; yes. The steam plant located : 
Missouri City—and we do not lease the transmission system of the 
Northwest Cooperative which owns that steam plant—is 40,000 kilo 
watts. They operate their own transmission system north of Mis 
souri City, and have a contract with us to buy their entire power re- 
quirement from us. We do lease the 154-kilovolt transmission line 
from Missouri City down to the Bull Shoals Dam. From that line 
we will deliver to KAMO Cooperative which owns the 69-kilovolt 
transmission system in southwest Missouri. We deliver power into 
their system at Clinton, Carthage, and Springfield, Mo. The KAMO 
system will not begin operaitng for a period of 6 months. 
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Senator Corvon. Where is the 40,000 plant ? 
Mr. Wricur. At Missouri City and belongs to the Northwest Co- 
operative. So you have in thermal generation there . 000 kilowatts 
at Missouri C ity, 30,000 kilowatts at Anadar ko, Okla., 15,000 kilowatts 
at Chamois, Mo., or 85,000 kilowatts total of thermal generation. 

We have contracts to sell power to these cooperatives in the amount 
of 40,000 kilowatts with Northwest, 70,000 kilowatts with Central, 
30,000 kilowatts with KAMO and 30,000 kilowatts with Western Elec-: 
tric in Oklahoma. 

Senator Cornon. Where do you get that 70,000? 














CENTRAL MISSOURI SERVICE 












Mr. Wrigur. The 70,000 kilowatts with Central includes the Sho- 
Me Power Corp. area serving 19 counties. They own the electrical 
facilities in the 19 counties, and,are a member of Central. They serve 
everybody in 19 counties in central Missouri. 

Senator Corpon. How.much generation do they have? 














HIGH COST PLANTS 


Mr. Wricut. They have only a few very high cost plants of their 
ewn now which will quite likely be closed down in the near future. 

Senator Corvon. What have you in contemplation ? 

Mr. Wricur. Nothing. 

Senator Corpon. You mean you will furnish them 70,000? 

Mr. Wricut. We will furnish 70,000 kilowatts to Central and they 
have a 15,000-kilowatt plant. 

Senator Frrcuson. And they will close these high priced ones 
down. 


Mr. Wricur. Yes, sir. 

Senator Ferguson. Why are they high priced ? 

Mr. Wricur. These Sho-Me, not Central, plants are old plants, prob- 
ably built 30 or 40 years ago, with very onl units, Senator, scattered 


all over the area. They ‘put the system together by buying several 
groups of small systems in the area 


Senator Corvon. Were they pr ivate ‘ly owned systems ? 

Mr. Wricnr. They were. At first they were classified cooperative, 
but the State Supreme Court of Missouri decl ared them a public 
utility, and they have been operating as such for 3 or 4 years. 

Senator Corpvon. Do you know what the total of those high-priced 
ones is? 

Mr. Wricur. Probably 10,000 kilowatts would be my guess. 


Senator Corpon. When you say you will deliver 70,000 to 
< AMO—— 


Mr. Wricur. No; that is to Central, sir. 

Senator Corpon. And other amounts to the others, you mean by 
that that you will take into Federal ownership by purchase the out- 
put of these several plants—Andarko, Chamois, Northwest Missouri, 
including Missouri City of forty-thousand-and-something. 

Mr. Wrieur. That is right. 

Senator Corvon. Which would be thermal power so that the in- 
stalled capacity is the actual capacity running around the clock. 

Mr. Wricur. They are capable of producing at high-load factor. 
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Senator Corpvon. You would add to them that portion of the in- 
stalled capacity which you would turn into energy at what dam— 
Bull Shoals and what else ? 

Mr. Wrieut. We are integrated from Denison all the way to the 
Norfork Dam, so we would be able to turn into these systems Bull 
Shoals, Norfork, Fort Gibson, Tenkiller Ferry, and Denison. 

Senator Corpon. Where is Denison ? 

Mr. Wricut. Located on the Red River in Texas. 


POWER COMMITMENTS 


Senator Corpon. As far as Denison is concerned, that power is com- 
mitted at least 1 or 2 times over. 

Mr. Wricur. It is all committed now half into Texas and half into 
Oklahoma, but under flood condition at Denison it would sup port the 
other dams. Bull Shoals has been carrying the Denison load for the 
last 3 months. 

Senator Corpvon. When you discuss the power as coming from all 
these dams, you are thinking in terms of integration so that you may 
use the eapacity at the dam where the capacity exists and may be most 
economically used ? 

Mr. Wrient. That is correct. 

Senator Corpon. Expecting at some other time in the year to be 
using a like capacity at some other dam which at the earlier time did 
not have the head necessary for generation purposes ? 

Mr. Wricut. That is right, sir. 


GENERATION AND TRANSMISSION 


Now we get down to the very nerve center of this generating and 
transmission discussion, it appears to me. We have made some very 
extensive studies on the terms and costs under the generation and 
transmission cooperatives and we can say that when you load any 
generating and transmission system with enough load so that its 
steam plant is base loaded, that contract becomes equal financially in 
its return to the Government to our contracts with utility companies. 

Getting specific, when the system of Western Electric (which has 
an immediate load imposed on it of 30,000 kilowatts from the coopera- 
tives alone) has a load of 72,000 kilowatts, the contract with Western 
Electric will be just as good financially as the Oklahoma contract. 
That would mean that this 30,000 plant would be able to operate 
around the clock. The night load would be equivalent to 30,000 kilo- 
watts on a 75,000 kilowatt peak load. 

The same would be true in the Central area. There they have a 
15,000-kilowatt plant and already a load contracted for of 70,000 kilo- 
watts. So that will be a good contract financially at its beginning 
because its generating plant will be loaded at night. 


NORTHWEST-KAMO AREA 


In the Northwest-K.AMO area, where we have a contracted load of 
40,000 kilowatts with Northwest and 30,000 kilowatts with KAMO, 
a total load of 70,000 kilowatts, we would have to impose on that sys 
tem prowebly 100,000 kilowatts of load before you have a contract 


22994 523—pt. 2——65 








2150 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 











where the service charge and the other relationships are equivalent 
to what you achieve in the utility-type contracts we have in Texas 
and Oklahoma. 


REPAYMENTS 


So, the question I think I should answer for you gentlemen is this: 
Do we get as much money back out of these contracts as we pay to 
them ¢ “This i is a complete eash deal with them. The answer is ini- 
tially “No”; but, as we impose load on this system, such as this air- 
base, such as the towns that own their own generating plants and 
their own transmission systems now, load that nobody has now, we 
will add to the integrated system, and, we will approach as good a 
financial arrangement as with utility companies. 

So, Southwestern Power is in this position. We will never operate 
in such a way as to cost the United States Government any money. 
We are prec luded by law from doing so. We must charge rates that 
are sufficient to return the cost of amortizing the di uns, of amortizing 
the transmission-line investment we have, of paying these service 
charges and leases, of paying the maintenance and operation cost of 
Army engineers, and paying our oWn maintenance and operation 
costs. 

Senator Frerauson. All administration. 

Mr. Wricurt. Yes, sir. 

Senator Frravson. You mean you are not using any Government 
money now at all? 

Mr. Wricut. We deposit in the Federal Treasury all the money we 
receive from operations. Every dollar we spend must be appropriated 
by the Congress. 

" Senator Ferauson. Is it a revolving fund ? 

Mr. Wricut. This continuing or revolving fund can only be used 
after it is appropriated by Congress also. 

Senator Frreuson. But today you are breaking even on all funds? 

Mr. Wricurt. Senator, today we are a little ahead of the g game on 
the actual cash we put in’ and costs out. I want to tell the Con- 
gress what we are doing to stay even. 

Senator Frrevuson. Is that taking care of any fund whieh will 
amortize these facilities? 

Mr. Wriaur. Yes, sir. All interest charges and capital charges. 

Senator Ferauson. Amortization ? 

Mr. Wrieurt. Yes, sir. 






























BULL SHOALS AMORTIZATION 









Senator Ettenpver. Mr. Wright, before you go into that, I wonder, 
Mr. Chairman, if he will answer this question. If you recall, Mr. 
Wilkes stated the other day that if the cost of producing the energy 
at Bull Shoals were charged to all of the users of this electricity, it 
would be so high that it would just simply be out of range for the 
farmers to which it is sold. Are you collecting enough to repay and 
amortize Bull Shoals? 

Mr. Wricut. Yes, sir. 

Senator Ettenper. Where do you get the difference ? 

Mr. Wricur. If you will let me finish, I will tell you where I think 
the difference is. I was getting to answer that very question, Senator. 
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We realize that the rate structure we initially set up in this program 
would not do what you are talking about. We now have pending 
for submission to the Federal Power Commission a new rate pro- 
posal which increases the rate approximately half a mill a kilowatt- 
hour, which we propose for the next year. Now, if we are slow in 
loading these systems, and if all of the adverse situations occur and 
we are not able to market power in the rest of the area, if they do not 
materialize, with the dams we have, we know that we have to increase 
our rates another eight-tenths of a mill, which we would propose 
at the proper time. 

In the interim. however. because of revenues we will have pl led 1 
during the period when we were sellin; ¢ this power on an interim Neds, 
without transmission-line charges, direct to other customers, we ar 
going to be able to put this overall picture on a comple te payout basis 
The ‘difference between the statement made to you and the situation 
as we view it comes from a number of estimates of cost. 


MAINTENANCE AND OPERATION FUNDS 


The companies estimate that it is going to cost SPA a lot more to 
maintain and operate this system than I do and the funds [am asking 
you for. We are asking you next year or $1,700,000 total of mainte 
nance and operation, and we will operate 3,500 miles of transmission 
line. That is one difference. In other words, what Mr. Wilkes said 
to you was that, if the Government sells this, they will get $8,500,000, 
for it. It will cost them $12 million to deliver it. If they sell it to 


the companies, we will give them not $814 million but $6 million for it, 
and they will do the delivering at he savy costs to the farmers. Ce 
tainly we know that between 8! » at our basic system and hy at 
all of these dots there is a considerable cost. We do not think it in- 
volves $314 million on our part. We think it involves about $2 million. 
We think that the operations we are getting into here will be such that 
if we do not get relationships of integration in the rest of the area 
we still will be able to market this power and pay out with a rate in- 
crease of a million and a quarter above what we have now. And, if 
that is necessary, our administration will be the first one to recommend 
it to the Interior Department. 


COMPARISON OF RATES 


With that rate increase we still will be in a fairly favorable position 
with respect. to rates in the Southwest with other power suppliers. 

On the other hand, if we get integration such as I think we ought to 
have in the Southwest, such as we have been working our heads off 
for 10 years to get, such as we have now in Texas—we have contracts 
in Texas now with utility companies, generating and transmission 
cooperatives, and everybody is integrated, and there is no controvers Vv 
and everybody is being served that wants it in the area of the Texas 
Power & Light Co. 

We have the same thing in Oklahoma. We have a contract there. 

Senator E,.tenper. Your contract has not been attacked in the 
courts ¢ 
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Mr. Wricur. It has not. These contracts with the utility com- 
panies have not be attacked. The generating and transmission con- 
tract in Oklahoma has not been attacked. But, if the findings were 
adverse in the Missouri contracts, then the Oklahoma contract also 
would be illegal. We have this situation with respect to the litigation. 
It has not been decided yet. If it is decided, we would of course abide 
by the decision. 

Senator Ertenper. Has not the lower court decided against you? 


COURT CASFS 


Mr. Wrieut. No, sir. The only decision made was the Supreme 
Court of Arkansas decided a case as to whether or not a cooperative 
in Arkansas may enter into this type of contract, and they decided 
that under the Arkansas law the cooperative had no right to enter 
that contract and therefore the cooperative could not proceed with 
its construction program. The Federal court of the District of 
Columbia has not to date rendered a decision of the case. We are in 
this situation, gentlemen: As I view it, the request we are asking you 
to consider is for a continuing fund, for the sole purpose of letting 
the Government proceed with its contractual arrangements with 
these generating and transmission cooperatives. The systems are 
built. The question of whether it is wrong or right to build them 
in the first place is beyond correction now. Somebody is going to 
have to operate those systems. Somebody is going to have to use 
them. Somebody will operate them and use them and they will be 
used effectively because they are needed. 


OWNERSHIP 


Senator Frrcuson. Then they could be sold to these cooperatives or 
private concerns. 

Mr. Wricut. The cooperatives own them now, Senator, and will 
retain ownership in them. We simply lease them. The reason why 
we do that is this: The cooperative did not want to get in the oper- 
ation of these heavy transmission lines, so they leased them to us 
for absolute cost. There were two reasons for that. One was that 
they did not want to get into that kind of operation. The other was 
that we could use them for purposes that the cooperative could not 
use them, namely, the service of municipalities who own their own 
transmission-line system and generating plant. 

Senator Eicenper. Was this not also true, Mr. Wright: If South 
western Power had not agreed to purchase all of the power produce«| 
at these plants, they could not have paid out? Is that not true? 

Mr. Wrient. If we had not agreed to base load these plants, that 
is what that amounts to. In other words, we dispatch the power in 
this case because we have the preponderance of generation. In our 
contracts with the companies they have the most generation so they 
dispatch it. We let them schedule our plants. We deliver by schedule 
to the companies. The cooperatives will deliver by schedule to us. 

The truth of the matter is when all of this gets tied together. and 
all this pushing and shoving stops, nobody will know whether the 
kilowatt-hour comes from Tenkiller, Gibson, Dennison, and nobody 
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will care. The pushing and shoving that goes on, which I hope and 
I told the committee we almost had settled through the negotiation 
of the M-5 contract, which is what the committee asked me a dozen 
times to try to do, to expand the Oklahoma and Texas arrangements 
to the rest of the area, that arrangement was unable to be consum 
mated after I appeared before this committee a couple of months ago. 


M—5 CONTRACT 


Senator Corpon. Mr. Wright, with reference to that proposed con 
tract, with respect to the Government, you were negotiating agent; 
were you not? 

Mr. Wriaeur. Yes, sir. 

Senator Corvon. And the companies involved, I take it, appeared 
through some representative group. They were not all there; were 
they ? 

Mr. Wrieur. That was a rather funny thing. They were supposed 
to have a negotiating committee, but they were all interested in the 
contract, and they all appeared. We had 60. 

Senator Corpon. You did reach an agreement satisfactory to you 
from the standpoint of the Government and satisfactory to the com- 
panies with respect to the handling of the Government power in the 
whole area ? 

Mr. Wnrieur. Yes, sir. On January 5, 1952. I have letters from 
each of the individual 12 companies saving that they are prepared to 
execute a contract designated as M—5, which was satisfactory to the 
Southwest Power Administration. 


Senator Corpon. Was that contract submitted to the then Secretary 
of the Interior / 

Mr. Wrieut. It was submitted to the then Secretary of the In 
terior on January 21, 1952. 

Senator Corpon. And what action was taken with respect to it? 


STAFF CONFERENCES WITH INTERIOR DEPARTMENT 


Mr. Wrieur. My staff had several conferences with the staff of the 
Interior Department without result. We continually attempted to 
get some final answer. I believe outside consultants were employed 
on the contract. On January 19, 1953, I received a memorandum 
saying that the contract was not satisfactory to the departing Secre 
tary, and that certain changes should be made in it. 

We met with the companies immediately and tried to effectuate 
the difficulties, and erase the difficulties related in that memorandum, 
and when I appeared before this committee it appeared that we were 
making good progress in that direction. 

Senator Corpon. In simple language, so that the committee can 
understand, what were the points of difference that were raised by 
the Secretary of the Interior with respect to the contract you nego- 
tiated? In other words, wherein did he insist upon changes? 

Mr. Wricut. His main objection was that all of the items of ex- 
change between the company and the Government did not have an 
assigned cash value. In other words, that provided that the company 
would deliver 360 kilowatt-hours for 330 kilowatt-hours to them, and 
they would charge us a service charge for moving it through their 
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system, but we would let them take the 330 hours, 1.65 times as fast as 
we took the 360. In other words, we traded them capacity for hours. 
We did not evaluate half a kilowatt of this capacity we traded them. 
We sat down with the companies after receiving the memorandum in 
an attempt to evaluate in cash rates. The results of the exchange 
would be the same whether you evluated them or whether you did not. 


Senator Corvon. From your standpoint as an electrical engineer 


and I understood that you are an electrical engineer. 
Mr. Wrieurt. Yes, sir. 


CONTRACT ADVANTAGES TO GOVERNMENT 


Senator Corpon. From your standpoint as an electrical engineer, 
as one who has been in this particluar work with this particular ad- 
ministration now for a number of vears 

Mr. Wricut. Ever since it was formed in 1943, sir. 

Senator Corpor. What advantage would acerne to the Government 
either in dollars, if anv advantage, or in knowledge, if it be knowl- 


edge that is necessary, by putting in this dollar sign or dollar figure or 





valuation or evaluation or whatever you term it that Secretary Chap- 
man wanted ? 

Mr. Wricnr. The only advantage I see, Senator, would be the 
ability to explain it to somebody easier than you can explain the ex- 
change, because the companies still would require the cost to them 
of this exchange, and that is all they got in the first place. 

Senator Corpvon. In your opinion, then, was that contract as you 
negotiated it a contract in the interest of the Government and of the 
preferred customers of the Government ? 

Mr. Wricur. It was, and I consider it one of the best contracts 
I have ever seen in the interests of both the Government and the pre 
ferred customers. If I had the authority to sign it, then I would have 
sioned it. If I had the authority to sign it today, and I could eet the 
companies to sign it, I would sign it today if approved by the De- 
partment. 

Senator Cornon. Then comparing that contract with the so-called 
Texas contract, and the so-called Oklahoma contract, and not at- 
tempting to explain them because as far as the members of the com- 
mittee are concerned, we would be here until Christmas if we at- 
tempted to understand those, but predicated upon your knowledge 
this field, and in due deference to our ignorance, in your opinion 
was this contract, as you presented it to the Secretary, as good as the 
Texas contract. or better or less good. as good as the Oklahoma con- 
tract, or better than or less favorable ? 

Mr. Wriaur. It was better than either one of them because it pro- 
vided the Government in addition to the same things provided in the 
Oklahoma and Texas contracts on the exchange rates a market for all 
of its power on an interim basis at a very high peaking rate. Not 
only the energy at the dams, but the capacity, because the companies 
agreed to buy capacity without energy at 55 cents a kilowatt. The 
Government had the right to designate the customers who would get 
this power. Of course, the only way the companies could have done 
that was on the conception of an areawide power supply and figuring 
the whole area supply as part of their obligation, which they did. 
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Senator Corpon. I think that clears one matter that has been both- 
ering me. 


EFFECT OF ARKANSAS SUPREME COURT DECISION 


Senator Haypen. Does the fact that the Supreme Court of Arkansas 
has rendered a decision since this contract was made in any manner 
affect the desire of the utilities who entered into it not to carry it out 
now 

Mr. Wricurt. I do not know about their desire, Senator, but it cer- 

tainly has affected their attitude as expressed to me, because they are 
using this decision as 10,000 reasons why they cannot sell me power, 
why “the *y cannot do this any longer. I think that, if this, is the best 
deal they can get, they will be ve ry glad to get M-5. 

Senator Corvon. Let me ask you this along the same line, and thank 
you, Senator, for reminding me. The Arkansas Supreme Court dec . 
sion, leaving out the hok ling with aaa to the Federal law and deal 
ing solely with it as a binding decision in Arkansas, would or would 
not permit as a matter of law in Arkansas the complete operation of 
the contract that you had proposed to Secretary Chapman, and which 
after a year he turned down? 

Mr. Wrieurt. Their lawyers contend it would not on the basis of 
exchange of 1 to 1.65, but that it would on the basis of 1 to 1.75 on 
the theory that they could not supply any more power to the Govern- 
ment system than the Government had in its system before they 
started out. We have to have 360 hours, so if I supply 360 hours in 
and simply exchange it, there would be no supply of power and 
violation by them of what they conceive the Arkansas decision to be 


PRIVATE COMPANIES REJECTION OF CONTRACT 


These things were all explored in negotiations. I think vou sl! ould 
have the rest of this negotiation story. I went back and for 2 days 
as hard as my staff and I knew how we did everything in the world 
we could to implement these negotiations, and arrive at a standing 
we felt we could recommend to the Department. 

We were unable to do so. The companies would not go along with 
the contract they had previously indicated they would go along with. 
They came up in lieu thereof with a draft of contract on April 


which provided for service to cooperatives by the cor panies and the 
purchase of all the Governme! t power, I he cooperat ives rates to include 
what the Government sold it to them for, plus certain different service 


1 


charges from the Government systems plus a charge by the companies 
of what that cost them to produce the offpeak power they would 
furnish under the arrangement. 

Senator CORDON. I think we do not need too mu h eX] anation of 
the negotiations, although I do not mean to cut vou off. I will let you 
have the full time to get anything in the record you want. 

Mr. Wrientr. On May 10 they came in w th a similar offer but 
included towns as part of the neveleviante in this arrangement, 75 
percent to go to cooperatives and 25 percel t to towns. 


| 


FURTHER DISCUSSION OF EFFECTS OF COURT DECISION 


Senator Cornon. I am asking you a question now that may be diffi- 
cult for you to answer, but perhaps you can. If we may assume that 
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within the State of Arkansas, due to the Supreme Court decision, the 
companies could not operate under the terms of a contract which you 
had negotiated with them and under the terms of which they had 
agreed with you, is there, so far as you know, any practical method 
by which under the terms of that contract they could carry on this 
in the southwestern area, excluding Arkansas, and at the same time 
meet whatever requirements are necessary as a result of the Ar‘tansas 
decision and serve Arkansas. 

Mr. Wrieur. Yes, sir. I believe that is possible in two ways. By 
the companies arranging in the side arrangement with the Arkansas 
Power & Light Co. for de livery of power through the Arkansas Power 
& Light Co. system, with them not included as an active party to the 
contract, would be one way. 

The other way, I think, would be to change the exchange proposition 
to where the Government actually delive red as much ener gy and power 
to the companies or more than they got back, on a fair-sale and 
exchange-rate basis, which would be in the best interests of the Gov 
ernment as far as the financial arrangements are concerned. 


TREATMENT OF PREFERRED CUSTOMERS 


Senator Corvon. Would that treat the preferred customers in the 
State of Arkansas as favorably as the preferred customers in the bal- 
ance of the area would be treated, or would there be some slight 
difference ? 

Mr. Wricut. There would be this slight difference. You would 
market 50 percent of vour total power capacity to preferred customers, 
and probably 80 to 85 percent of your total energy to preferred cus- 
tomers against marketing 60 percent of your capacity to preferred cus- 
tomers the other way, and all of your energy. That would be the 
difference. 

Senator Corpon. You mean the latter would be the case if the 
original contract itself still was operative in Arkansas ? 

Mr. Wrieut. No; that would be the case if you had to modify the 
original contract so that vou got an exchange instead of them supply- 
ing you 30 kilowatt-hours. 

Senator Corvon. Let us put it this way. You tell me, No. 1, what 
in your opinion preferred customers in Arkansas could get ‘had it 
not been for the Arkansas decision and the contract had been executed, 
and No, 2, what in your opinion they could get now under the Arkan- 
sas decision. 

Mr. Wricurt. Yes, sir. They could get under the M-—5 contract 
without the Arkansas decision 60 percent of the capacity delivered 
to them, and all of the continuous energy of the Government delivered 
to them, and probably increased by 10 percent. 

With the Arkansas situation applicable, if it means what the con- 
tention is made that it means, that vou could not operate under that 
contract, then they would get 50 percent of the capacity and probably 
s5 to 90 percent of the energy. 

Senator Corpon. 85 to 90 percent? 

Mr. Wrient. Yes, sir. 

Senator Corpon. Is the latter your view as to what can still be 
done? I donot mean what they are willing to do. 
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Mr. Wrigur. My view is that the M—5 contract can still be done in 
Arkansas. 

Senator Corpon. You indicated that there were a couple of things 
that could be done if the contract is not applicable. Is this second 
answer predicated on your views in that field 

Mr. Wricur. Yes, sir. 

Senator Haypen. Either way, does the customer in Arkansas pay 
more for his power? 

UNIFORM POWER RATE 


Mr. Wricur. No, sir. The thought is that this would be a uniform 
power rate because if you have a power difference in cost, it occurs 
right here at this line. 

Senator Corpon. That is with respect to the contention, Mr. Wright, 
that there is a northern area where steam generation is much higher 
per kilowatt than it is in the southern portion. 

Mr. Wrieur. Yes, sir. I feel that is offset, however, by the fact 
that in this northern area it is closer to the dams than the southern 
area is. To some extent, but not entirely. 

Senator Corpon. I just wanted to be sure we were thinking about the 
same thing. 

Senator Ferguson. May I ask a question at this point? 

Senator Corpon. Surely, Senator. 

Senator Fercuson. From what you have said, it indicates that you 
believe anything can be done. 

Mr. Wricur. I believe to stay in the power business in the South- 
west, I think you have to believe that. 

Senator Frereuson. I have come to the conclusion that there is 
nothing impossible as far as you are concerned. ‘This can all be done. 

Mr. Wricnr. I did not mean to leave that impression, Iam a very 
small cog in this wheel. 

Senator Freretuson. For instance, at one time here whei Congress 
did not give you the right to do certain things, you found a way 
around, You found that REA could get the money and give it to 
cooperatives and do certain things, and then you would come in and 
lease; is that not right?, 

Mr. Wrigur. No, sir; that is not quite right. 

Senator Frercuson. What is right ? 


GOVERNMENT LOANS TO CO-OPS 


Mr. Wriegur. I will tell you. This Western Electric Cooperative 
here in Oklahoma borrowed money from the United States Govern- 
ment during World War II, and had spent quite a bit of money setting 
np and planning this system. Likewise this KAMO Cooperative here 
in southwestern Missouri had borrowed some money and spent a lot 
of money setting up their system and built a rather extensive system 
in Oklahoma. 

Senator Frercuson. Was not some of this built by REA coopera- 
tives / 

Mr. Wricur. This was all built by REA cooperatives with loans 
from REA. My point is I did not go to Oklahoma until November 
1941. Both of these systems had been started before I went there. 
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Senator Frerauson. Did you ask to do any of this work and get a 
turndown by Congress, and then the REA’s did it? 

Mr. Wricur. We had asked for lines in certain of these areas, Sena- 
tor, where these REA systems later came in. Not KAMO and not 
Western Farmers Electric in Oklahoma. 

Senator Ferauson. No; but part of them. 

Senator Ev.tenper. I think you point it out 


BULL SHOALS, ROLLA, MO., PLANNING FUNDS 


Mr. Wrieut. I was going to tell him, Senator. We had actually 
asked for planning money to build a line from Bull Shoals dam down 
to Rolla, Mo., and a line from Bull Shoals up to Butler, Mo. When we 
found that these lines were planned by the REA, and we could enter 
into this type of arrangements, we decided that was a better course 
than building lines. 

Senator Frrauson. So, then, you came to Congress and said, “We do 
not want the money.” 

Mr. Wricnt. Yes, sir. 

Senator Ferauson. And REA got it and you leased them. 

Mr. Wricut. Yes, sir. 

Senator Corvon. Mr. Wright, do you have now at your Southwest 
Power Administration headquarters the map which you brought to 
Washington early in your history that indicated the overall transmis- 
sion program that you then proposed to the Congress ? 

Mr. Wrieur. I have such a map; yes, sir. 

Senator Corpon. 1 wish you would send it to the committee. I 
would like to look it over again. 

Mr. Wrisur. Yes, sir. I would like to say in that connection, Sen- 
ator, the overall map was in connection with a comprehensive plan. 
On page 8 of that report, we said wherever existing transmission lines 
could take the place of these transmission lines drawn on the map we 
propose to try to contract for the use of them and not build them. 
In Oklahoma at one time the House passed an appropriation of $6 
million which we asked the Senate committee to cut out, because we 
mide the Oklahoma contract. . 

Senator Corpon. Of course, we have a record of what was said. I 
am interested in looking at the map here because I want the compari- 
son between that plan as indicated and what has since transpired. 

Mr. Wricur. Yes, sir. 

Senator Frrauson. You were talking about somebody pushing you 
around and shoving. 

Mr. Wricurt. I said ever ybody was pushing everybody else. 

Senator Frrevson. I was wondering if the Government did any 
of this pushing and shoving? 

Mr. Wricut. We throw a block once in a while, sir, if we can. 

Senator Frereuson. And it is a pretty powerful block that the Gov- 
ernment can throw up when they are dealing down in these regions 
here. 

Mr. Wricut. We have tried not to make it so in the Southwest. It 
has been my policy, and I have been the only administrator there, and 
I tell you from the depth of my heart that my relationship with com- 
paiies in the Southwest has been to treat them like I would have them 
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treat me if I were in their position. My success in getting the Texas 
contract, my success in getting the Okl:; aaah contract, 1 believe, are 
fair indications 

Senator Ferauson. I noticed vou used that word shoving and pus! 
ingaround. I wondered whet er it was just a one-\ ay push. 

Mr. Wricutr. No. sir; they are good pushers, too, and they | have some 
strong blockers. 


RATES TO FARM COOPER... TIVES 


Senator Haypen. Lf it is appropriate, ther s one other thing in the 


Si pee 
course of the testimony that was not clear to me. ‘The way it was 


} 1 
planned under your origin il contract with these 12 companie . the 


rates to municipalities and the rates to co-ops would be about the same, 
and the service would be according to their needs. I understood t! 
now the farm cooperatives would get the low rates and the municipali 
ties would not. 

Mr. Wrieur. I am not in a position, pease to answer you on the 
yroposition the companies have offered now for this reason. They 
I ave put no rates in. They have left blank spaces w ion rates are to 
be sup yplied., By the way, to complete my story, Mr. Chairman, the 
companies then said, “We can get no further with you. We will make 
a proposal to the Secretary of the Interior,” which they did, and which 
was discussed in an open meeting with representatives of the com- 
panies and cooperatives, and that matter is now in the hands of the 
Secretary as to further negotiation. 

Senator Eiienper. That is the status of it now? 

Mr. Wrianr. Yes. 

Senator E.tenper. It has been taken out of your hands? 

Mr. Wrieur. The Assistant Secretary for Water and Power coi 
ducted the conferences. 

Senator Eiitenper. And they are now dealing directly with Secre- 
tary McKay. 

Mr. Wrienr. Yes. 


LIMITATION PROPOSAL IN CONTRACT 


Senator Einenpver. Mr. Chairman, Mr. Wilkes stated that in this 
contract there was a proposal that the cooperatives have 75 percent 
and the cities 25 percent, When I asked him a question, as I remem- 
ber, he said it did not make any difference whether the cities got 50 
percent and the cooperatives got 50. Would it make any difference in 
your mind if it were written as they have it, or make it 50-50? 

Mr. Wricur. If the limitation does not mean anything, let us not 
put. it in there. 

Senator Ex.enper. That is exactly what I told him. 

Mr. Wrieur. There is another limitation written in the contract 
that not more than 15 percent of the load of any company will be 
served under the terms of that contract. So if the company had a load 
in this area of 100,000 kilowatts not more than 15,000 kilowatts of that 
type load would be served. 

Senator Frreuson. Is this a fact now. Mr. Wright. that with the 
position you hold with the Government, that you really have control 
of this whole situation ? 
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Mr. Wrieurt. No, sir. 

Senator Fereuson. You think that these cooperatives can operate 
without you now? 

Mr. Wricut. No, I do not think they can, but I think they and the 
companies could without us, and I think the companies could with- 
out us. 

Senator Fereuson. Is not this a fact, that the Cooperatives, when 
they went for REA money, built larger steam plants, for instance, 
larger capacity than they were able to use? 

Mr. Wriour. No, sir. 

Senator Frercuson. They did not? 

Mr. Wricut. No, sir, that is what [ tried to point out. 

Senator Fereuson. Did you not then come in the picture and show 
how you could take that power and put it over somewhere else through 
another cooperative? 


OKLAHOMA WESTERN FARMERS ELECTRIC COOP 


Mr. Wricut. Senator, what I think you have in mind is that this 
30,000-kilowatt plant of Western Farmers Electric in Oklahoma, this 
cooperative needs 30,000 kilowatts during its peak hours. During its 
offpeak hours this cooperative plant can furnish me power. 

Senator Fercuson. Are not there any where they built more than 
they really needed in their particular zone? 

Mr. Wricurt. No, sir. This one Western Farmers Electric has con- 
tract with me for 30,000, and their plant is 30,000. This one Central 
Electric Cooperative has a contract with me for 70,000, and their plant 
is 15,000, N. W. Electric Cooperative has a plant of 40,000, and has a 
contract with me for 400,000. This one (K AMO Electric Cooperative) 
has a contract with me for 30,000 and has no plant. 

Senator ELtenper. But suppose it had not gotten the contract with 
you, could it have repaid? 

Mr. Wrieur. It could not, not at the rates they proposed to charge. 
They can repay at a higher rate. But the advantage of this integra- 
tion occurs every time you put them together. 

Senator Evtenper. [ am not questioning the advantage. Is not 
it a fact that before REA made loans in order to build steam plants 
that REA insisted that these cooperatives be in a position to sell the 
capacity so that they could in turn repay the loan? 

Mr. Wrieurt. Yes. 

Senator Extenper. And that is when vou came into the picture. 

Mr. Wrient. That is right. 

Senator Frreuson. And that is why you have a controlling force 
down there. 

Mr. Wricur. I think the companies could do the same thing in 
contracts with them that I could do, Senator. 

Senator Fereuson, Then if that is true, why are you in it? 

Mr. Wrieut. Only because I have the hydro peak power which is 
produced at these hydro plants. 

Senator Frerauson. Why do you not sell it at the dam? 
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PREFERENCE CUSTOMERS RIGHTS 


Mr. Wrienr. -As far as the law is coneerned, that would not be giving 
the preference customers the rights given them under the law. That 
is the legal reason. 

The other reason, as I view it from a practical point of view, is 
that people are people, and each person hus to keep certain rights in 
a contractual arrangement to secure the benefits under those rights 

Senator Fercvson. And they cannot do it without the Government ¢ 

Mr. Wrienr. I do not know whether they could have built the 
dams without the Government or not. 

Senator Frercuson. No; there is a difference between building the 
dam and allowing power to be made from the water in the dam and 
then selling it there, than there is of getting into all these contracts, all 
these leases, all this litigation, all this pushing and shoving around. 

Mr. Wrienr. I will answer your question this way. I believe it 
could be done, and I do not believe it would be. 

Senator Frereuson. You say that this power then would just have 
been wasted at the dam and nobody would have used it? 

Mr. Wrieur. lt would have been sold but it would have been sold 
on certain terms and conditions. 

Senator ELLenper. Wherein the preference would not have been 
given as now provided. 

Mr. Wrienr. That is right. I have my own experience in Okla 
homa on that with no request on my part todoso. Atthestart of World 
War IT I was sent out to take charge of the Pensacola project con 
structed by the State of Oklahoma which had been taken over by the 
Federal Government for national defense. When I went out there 
power was being sold from the project at 1 mill a kilowatt-hour. The 
afternoon I got there I canceled that contract, and the next day we 
got 5 mills a kilowatt-hour. 

Senator Ettenper. Who was doing it before you got there ? 

Mr. Wrient. The State authority was selling it to the Oklahoma 
Gas & Electric Co. and the Public Service Co. 

Senator Ettenper. And the Federal Government went in and sold 
it for five times as much. 

Mr. Wricnt. Yes. sir: and it was worth 10 times as much. 

Senator ELLeENpDER. W h 1y did you not sell it for more’ 

Mr. Wricur. Because 5 mills would do the job. 


TAXES 


Senator Etienper. Did you pay any taxes ¢ 

Mr. Wricur. The State authority does not pay any taxes. 

Senator Ertenper. Do you pay any taxes? 

Mr. Wricut. No, sir: we do not. 

Senator ELtenper. You do not pay any taxes? 

Mr. Wricnur. No, sir. 

Senator EuLenverR. Do you pay any service charges 

Mr. Wricut. What do you mean by service ch: eas 

Senator Exrenper. On the value of your lease, do you pay any taxes 
on that? 

Mr. Wricur. Not any taxes; no, sir. 

Senator Ettenver. Do you pay service charges? 
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Mr. Wricur. Yes, sit 

Senator Ettenver. To whom ? 

Mr. Wricur. In the case of Oklahoma and Texas contracts, to the 
two companies. In the case of the cooperative contracts, to the coop- 
eratives. 

Senator ELLenper. I do not mean that. I mean by way of taxation. 

Mr. Wricurt. No, sir. 

Senator Corpon. Any energy tax or transmission tax ? 

Mr. Wricut. No, sir. 

Senator Frreuson. Do any of the other companies, private com- 
panies ¢ 

Mr. Wricur. Yes, sir; they do. 

Senator Frrcuson. Will you put in the recerd here the amount 
that you would be paying if you paid at the rate they paid? 

Mr. Wricurt. I do not know whether I could supply accurate figures 
on that; I could try to do so. 

Senator Frercuson. Try to. 

(The information referred to follows:) 


STATEMENT OF EsTIMATED TAx PAYMENTS, SOUTHWESTERN POWER 
ADMINISTRATION, TULSA, OKLA. 

The Southwestern Power Administration, a Government agency, on a non- 
profit basis, has no net earnings on which to make payments of Federal or State 
income taxes. Neither would it be subject to corporation franchise taxes since 
t is not a corporation, nor to city franchise taxes as it does not operate within 
city limits, and similar reasons make inapplicable the various other special 
taxes paid by private utilities 

it seems to sum up to the fact that the only taxes, at least of any material 
consequence, which the Southwestern Power Administration would pay if it 
were operating as a private utility is ad valorem taxes, sometimes referred to 
as State and county taxes. 

\ check of the ad valorem taxes paid by the private utilities within the area 
of the Southwestern Power Administration reveals that they are paying on an 
verage a little less than 1.5 percent on the book value of their utility plants, 
(Applying the 1.5 percent to the present book value of the utility plant of the 
outhwestern Power Administration would result in a payment of ad valorem 
taxes of about $285,000 in current year. 

Senator ELtenper. Could I ask a question ? 

Senator Corpon. Senator Ellender. 


EFFECT OF FAILURE TO APPROPRIATE REVOLVING FUND 


Senator Extenper. Mr. Wright, what would be the possibilities of 
hav Ing the contract that is now being negotiated completed if Con- 
ress failed to appropriate this revolving fund that we are now 
veaking of ? 

Mr. Wriarir. I do not believe that this reverts directly to the con- 
tract, but I think that failure to appropriate the money to do it will 
place these people and the Government in a much weaker negotiating 
position. I do not think it reverts to the contract negotiations 
directly. 

Senator Ertenper. A more beneficial contract could be entered into 
for the cooperatives if the Congress did appropriate this money? 
. Wrieur. That is my view; yes, sir. 

Chairman, I understand that whatever request you are going 
to make of us to supply material other than the map and taxation 
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figures that Senator Ferguson has asked for, you will do so by request 
of the Department to have me supply it? 

Senator Corpon. It will come fhrough the Department, I am not 
certain of the approach, but we will do that. 

Mr. Wricur. Contract negotiation with the companies is being 
conducted by the Assistant secretary for water and power. 

Senator ELLenper, Was there a reason why it was takea out of your 
hands? 

Mr. Wricutr. Yes. The companies got to the point where they 
found that agreement could not be reached at the field level, and 
they proposed to submit A proposal] to mecretary Aandahl. He in 
turn had them submit that to him in the presence of cooperative rep- 
resentatives. Later he heard representatives of the municipalities 
with respect to the contract proposal. 

Senator Corpon. At the time this matter was presented the repre- 
sentatives of the cooperatives and so forth were present ¢ 

Mr. Wricut. The cooperatives were, the municipalities were not. 
They have been heard at a later time. 

Senator Corvon. They have been heard? 

Mr. Wricut. Yes, sir. 

Senator Corpon. We are faced with a cor mtn where this commit- 
tee is going to have to do something before we »through. Iw 
like to know, Mr. Wright, and if you could have a very primitive 
map for the purpose, it would aid us, I would like to have you 
delineate on the map these several transmission lines which are now 
complete, and when I say transmission lines I mean transn Lission 
fac ilities. They need sul stations, the switehin om ¢ peration s, and the 
other things which you know all about, and I know a little bit about 
by ear only. 

Mr. Wricut. Yes, sit 

Senator Corvon. I would like have presented to the committee 
graphically on the map as well as in a written statement the lines, 
and you may number them if you desire on the m ap é ind then use the 
numbers to refer to in the statement, or you may indicate the lines by 
indicating their termini. Perhaps that would be better because the 
map might not be available to those who read the record. 


COMPLETED TRANSMISSION FACILITIES 


I wouk | like to h: ave you indie ate those ec ases where the transmission 
fac ‘ilities are comple ted and reacly to operate. Then in the same way 
the location of the terminal gener: a plants, whether they are now 
complete and ready to operate, and if not, when you expect them to 
be, and their several installed capacttite 

Mr. Wriaeut. Yes, sir 

Senator Corpon. Then with respect to your own generation, I un- 
derstand some of that yet is not complete, indicate where it is com- 
plete and where there is now transmission outlet and the installed ca 
pacity and I will not go into the further details of what your load is 
We can work that out later. 

Then indicate the generation facilities at dams that are not com- 
ple te, and when the power is expected to go on the line, and how r: ipidly 
thereafter the additions will be mi ice. and 1 In every instance if the re is 
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not transmission facility leading from the bus bar, when you expect 
to energize that. 

Mr. Wricur. Yes, sir. 

Senator Corpon. That will give this committee an opportunity to 
look at this picture and know what it is doing. I want to say for the 
record, as far as the chairman is concerned, I want to do that thing 
that will activate the transmission of this hydroelectric power owned 
by the Government, and I make a distinction between that and the 
thermal power owned by the cooperatives, as fully as can be done 
under existing circumstances without in any wise prejudicing in favor 
of or against ‘the present litigations. 

It is a tough thing to do because the briefs already indicate that the 
Government is trying to rest a part of its justification on a basic propo 
sition that the Congress by its act has ratified this contract. 

Senator Frrevson. By appropriations we have done it. 

Senator Corpon. That is right. We endeavored last year to defi- 
nitely indicate that we were not F doing that. We will have to do it again 
even if we have to authorize some sort of operation outside the con 
tract. Whatever is necessary this chairman is in favor of doing and 
will present his views to the committee. 

Senator ELtitenper. Mr. Chairman, might it not also be well to do 
this: As he indicated. the contract is not in contest in several States, 
and the only place where it is in contest is in Arkansas. 

Senator Corpon. No, it has been adjudicated in Arkansas. 

Senator Ettenper. That is what I am saying. If it is not a con 
test, it will remain a contract. 

Senator Corvon. It is being litigated. 

Senator ELitenper. I understand. Still even if the contract should 
be illegal, the fact that it has not been contested by the parties, it 
remains a contract between the parties. 

Senator Corpon. It remains a contract to the extent that it has not 
been deemed not to be a contract. 

Senator E.Lenper. Anyway, that is a proposition to be talked about 
when we mark up the bill. 

Senator Cornon. That is right. 

Senator Exiienper. The point I had in mind was this, since the only 
State in which a contract is being litigated is Arkansas, I wonder if he 
could separate—— 

Senator Corpon. You do not mean litigated, Senator, it has been 
litigated in Arkansas. 

Senator ELLenper. That is what I am saying. 

Senator Corvon. It is being litigated in the other States. 

Senator Evtenper. He said not. 


FURTHER DISCUSSION OF M—5 CONTRACT 


Mr. Wricur. I think you are talking about the M-5 contract, ana 
he is talking about the generating transmission contract. The M 
contract, which it what I believe Louisiana is interested in, that is the 
only way you can get power. 

Senator ELLenver. But that is not in litigation ? 

Mr. Wrient. That is not in litigation. 

Senator Corvon. But that is not a contract; that was a proposeu 
contract that was not accepted. 
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Senator ELLenper. Let us go back. In Texas you have a contract 
there that is not in htigation / 

Mr. Wrienr. That is correct. 

Senator Extenper. In Oklahoma you have one that is not in litiga 
tion ? 

Mr. Wriont. Yes. 

Senator Extenper. Anywhere else! 

Mr. Wricnrt. No, sir. 

Senator ELLENpER. What I was going to suggest, Senator, was tnis 
To separate if he can the amount of this continuing fund that is going 
to be used in Texas and in Oklahoma where there is no litigation from 
Arkansas where there is litigation so that in the event we should decide 
to eliminate Arkansas because of existing litigation, we would be able 
to do that. 


OKLAHOMA WHEELING CONTRACTS 


Senator Cornon. I think the Senator is not saying quite what he 
thinks, and I am sure he wants it as near accurate as he can make it 
Let us understand that there are wheeling contracts in Texas and 
Oklahoma. 

Senator ELLENperR. Right. 

Senator Corpon. That have not been brought into court. 

Senator ELLENpDeER. Right 

Senator Corpon. There was attempted some type of operation 
Arkansas which went to the Arkansas Supreme Court. 

Senator ELLENpeR. Right. 

Senator Corpon. There was the M—something contract ? 

Mr. Wrieut. The M—5 contract. 

Senator ELLENpDER. M—5 that is now being negotiated ? 

Senator Corpon. M-—5 that is now being negotiated and agreed upon 
as between the Administrator and the companies but was refused by 
the Secretary of the Interior and is not now being considered. 

Senator ELLtenper. Right. 

Senator Corpon. Thereafter there was a contract in general termes 
and on a different basis offered, but that has been offered directly by 
the companies to the Department. ; 

Senator ELtenper. Right. 

Senator Corpnon. Then under the existing circumstances we have a 
no man’s land here, it is not the area of the service by the Texas con 
tract, it is partially the area served by the Oklahoma contract, it is 
without Arkansas, but it takes the area where the proposed money, or 
the proposed lines would be taken over by lease, where the lines were 
proposed to be taken over by lease and where the output of coopera 
tively owned steam plants was going to be purchased by the Govern 
ment. 

Now in that area, that matter, the legality of that contract to lease 
the lines for 40 years, to purchase the output of the power for 40 
years, is being litigated in the Federal court at this time. 

Senator ELLenper. Only as far as Arkansas is concerned. 

Senator Corpon. No, no. 

Senator Haypen. No, no. 

Mr. Wrient. All the Gand T’s are in litigation except in Oklahoma 

Senator ELtenpver. How about Texas? 

Mr. Wrient. No. 
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Senator ELLeNpER. How about Oklahoma? 
Mr. Wricur. No; it is not in litigation. 


CONTRACT LEGALITY 


Senator Exienper. What I have in mind is this, Senator: Under 
the law a contract may be illegal, but if the parties make no contest 
about it the contract remains in force, is that not true? 

Senator Corvon. I think that is sound, legally. 

Senator Haypen. Senator Ellender, in the contract here in the Dis- 
trict of Columbia this Missouri contract is an indication. 

Senator Eitenper. The point is what I was trying to do is simplify 
this in those States where there is no litigation, whereas there is no 
objection between the parties we might be able to use a continuing 
fund. All right, how much of the revolving fund would be used in 
those two States ? 

Senator Corpor. We have some evidence in here from the com- 
pany’s standpoint, and we will get the balance. 

Senator ELLenper. Just separate it so that we can have the full 
facts before us. 

Senator Corpon. That will not settle the problem of the committee. 

Senator Exvvenper. I know that, but it will give us something in 
case we want to deal with Texas and Oklahoma separately from the 
others in which litigation exists. 


USE OF THERMAL POWER 


Senator Corpon. Now, Mr. Wright, in order that the record may 


be as complete as possible and as simple as possible with respect to 
the area which is now in litigation in the Federal court, the area where 
you have the contract to lease the lines for 40 years and purchase the 
power for 40 years, at the time that you appeared before this com- 
mittee the first time, were you then using any of the thermal power 
or any of the lines involved in that earlier and now being litigated 
contract ¢ 

Mr. Wrieur. None of the thermal power, but we were using the 
lines from Bull Shoals Dam to Mansfield, Mo. 

Senator Corpon. Is the use of that line essential to the distribution 
of Bull Shoals power ? 

Mr. Wrieut. Absolutely, sir 

Senator Corpon, Now we have that. Now with respect to the 
power that was being used by the area which you would serve under 
this contract now in litigation, how did the public bodies in that area 
secure this power for the year 1953 up until you very recently added 
another line? Where did they get their power? 

Mr. Wricur. They secured it, the Sho-Me Power Corp., which is 
the one being served, secured it from its own generation and purchases 
wherever it was able to purchase. 

Sentor Corvon. Were they short of power? 

Mr. Wricnt. They were short of power. Last summer they had 
to have 7,000 kilowatts, and we had to throw a temporary substation 

nto Mansfield to get it for them. 

Senator Corvon. They were unable to procure this needed 7,000 
kilowatts ¢ 
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Mr. Wricnr. That is what they told me, sir. 

Senator Corpon. Now we are getting this thing down to where I 
think we can act. 

Mr. Wricur. Now the city of Springfield, Mo., has a contract with 
us for 10,000 kilowatts. They ‘claim they need that 10,000 kilowatts 
this summer 

Senator Corpvon. But they have had power up to now ¢ 

Mr. Wricut. That is right. Their load growth has been such that 
they claim they need the additional power. 


SUGGESTED LANGUAGE CHANG! 


Senator Corvon. Now there has been submitted to this committee a 
letter, it was a copy of a letter addressed to Chairman Jensen of the 
House Subcommittee on Appropriations for the Interior De P: irtment 
in which this statement appears. First let me say that in the letter 
there is a suggestion that continuing fund language be ee to 
agree with the wording of the Southeastern Power Administration’s 
appropriation ; that is to say, provide for emergencies and continuity 
of service as requested in the statement of Wilkes, which means 
that you would not have a continuing fund for any purpose except 
emergencies and a guaranteed continuity. 

The letter states “oN at if that were done, if you had no conti 
fund other than for the purposes stated, and I quote: 


If this is done, we hereby make the unequivocal statement that no individual, 
cooperative, Or municipality now receiving \ } t] SOULnY st area covered 
by these companies will have an lisruptik to hi * Lo | ica rvice dur 
ig fiscal year 1954 by reason of the withdrawal! of the appr ations from the 
continuing fund. 

The Oklahoma Gas & Electric Co. and the Public Service Co. of Oklahoma are 
now operating under an agreement with Southwester Power Administrat 
made under date of July 13, 1950, and the remaining companies whose name 
listed helow, will diligently pursue the negotiations Southwestern Power 


sare 


Administration, and will use their best efforts to work out an honest and fair 
result of such negotiations which will protect the interests of the preferred 
customers of section 5 of the Flood Control Act of 1944, as it now exists 


of course, to any amendatory action of the Congress, as \ l as the interests 


SUD le¢ 


the United States Government, its taxpayers, and the private electri if lity 
companies involved. 

Now it is the first sentence that I call your attention to, that is, the 
statement that no individual, cooperative, or municipality now re- 
ceiving service in the area will have any disrupt 
during the year 1954 by reason of the withdrawal of the continuing 
fund. If that is a correct statement, that is to s ay, 1f you agree that 
if we do not furnish the continuing funds there will be no di sruption 
of service and that all the public bodies will accept service, we would 
like to have you tell us so, and if you disagree, tell us wily. 

Mr. Wricur. I disagree. I disagree for this reason: If you have a 
continuing fund only “for an emergency, I would not longer be able 
to carry on the Ok lahoma contract under which I am serving 8 co- 
oper ratives and some 11 municipalities and 2 military installations. 

Senator Frreuson. Could we not provide money for that and 
specify it is for that? 

Senator Corpon. Senator, I wonder if we could let him complete 
first ? 

Senator Fercuson. Sure. 


on of its service 


1 


I 
! 
i 
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POWER DELIVERIES TO OKLAHOMA COMPANIES 


Mr. Wricutr. Service could be continued to those people if we 
continue to deliver power to Oklahoma companies and continue to let 
them use our lines and entered into some other kind of contractual 
arrangement. The physical facilities are there, they are not going to 
be moved. 

Senator Corvon, May I interrupt you there, because this is in line 
with what you are saying. The contention, as I recall, was made 
that with respect to your contract with the private utilities the con- 
tinuing fund was not necessary because it was claimed there was an 
exchange of power, and whatever difference was created could be met 
in the field of exchange in kind or delivery in kind in place of delivery 
in dollars? 

Mr. Wricur. If we had the power to do it and we agreed in advance 
to deliver it to them, we could undoubtedly deliver them enough power, 
selling it to them to pay whatever cash we owed them for this service 
charge and for their power. At the present time we are paying them 
some $9,000 a month. 

Senator Corpor. You could do it by the delivery of power, but 
in delivering power it would be the equivalent of delivering money 
would it not ¢ 

Mr. Wriceur. Yes, sir. 

Senator Corvon. And is it a fact that the matter of balance between 
what they might owe you and what vou might owe them is always in 
their favor, and the Government is the debtor: is that a fact ! 

Mr. Wrieur. ‘That would be true from the time we build our load 
up to the amount that that condition started occurring, which was 
about a year ago, and from now on that will always be true. 

Senator Corpon. That was the Chair’s understanding. 

So that in any event—Senator Ferguson, this is your question— 
there must be a payment by the Federal Government to these com- 
panies in some amount, whether you measure it in dollars or kilowatt 
hours as a result of the fact that you are always the debtor of 
original accounting between you and the companies under your 
contracts ¢ 

Mr. Wrieur, That is right; they perform a service for it, and we 
owe them. 


FUNDS NEEDED TO CARRY OUT PROVISIONS OF CONTRACTS 


Senator Corvox. Now the Senator from Michigan had asked 
question, and I asked him to withhold it for a moment, and the ques- 
tion was this: Could you give the committee the amount in dollars 
that would be needed to take care of those contracts which you have 
and which as of now are not in litigation or have not been litigated ? 

Mr. Wrient. Yes, sir. 

Senator Ferauson. You can give us those figures ? 

Mr. Wrienr. Yes, sir. I think that is probably shown on page 
395 of the House hearings, broken down in detail. 

Going on to the other areas, the Oklahoma area—— 

Senator Corpon. May I interrupt you again’ Are you sure that 
the question of Senator Ferguson is answered by what is shown on 
page 395 of the House hearings ? 
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Mr. Wricur. Yes, sir, it shows in detail what each unit would 
require in this continuing fund. 

Senator Corpon. Let that portion of the House hearing be made a 
part of the record at this point in our hearing. 

Senator Extenper. That would answer my question ? 

Mr. Wriecut. That is correct. 

(The information referred to follows :) 


Purchase of 
power and 
service 


charges 


Rental of 
transmission 
facilities 

Oklahoma utility companie 

Other utility companies 

M. & A. Electric Power Cooperative 
Central Electric Power Cooperative 
Northwestern Electric Power Cooperat 
Western Farmers Electric Cooperativ: 
KAMO Electric Power Cooperative 


Total 


Contracts have already been executed with each of the above power suppliers 
and users except for a group of 12 private utilities set forth in the tabulation 
above as “Other utility companies.”” A proposed contract with these companies 
has been submitted to the Secretary of the Interior for his consideration 

The estimated fund requirements by private utility and cooperative have been 
calculated in accordance with provisions within each individual contract and are 
presented herewith. 


1. Payment to Oklahoma utility companies : 
A. Charges from companies: 
Purchase of power: 
9,458,000 kw.-hr. x $0.004 
Service charge: 
99,159,000 kw.-hr. * $0,00125 


Total charges 
B. Sales to companies: 
3,398 kw. <x $1.20 12 months 


C, Amount due companies 
Payment to other utility companies : 
A. Charges from companies 
Purchase of power: 
6,974,000 kw.-hr. x $0.004 
Service charge: 
12,000,000 kw.-hr. x $0.001 $12, 000 
14,025,333 kw.-hr. X $0.0015 21, O88 


Total charges - 
Payment to Missouri-Arkansas Electric Power Cooperative : 
A. Service charge: 
20,100 kw.-hr. X $0.00125 
Payment to Central Electric Power Cooperative : 
A. Rental payments: 
Transmission investment 9 S59, 000 
9,859,000 
1,000 
Estimated overhead 29, 768 


‘x32 $473, 232 


» es et ae : 508, 000 
B. Purchase of power: 
115,000,000 kw.-hr. « $0.006405___ . 786,575 
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5. Payment to North West Electric Power Cooperative: 


A. Rental payments: 
Transmission investment $6, 641, 900 
6,641,900 
1.000 tXO.07 165 i dwt eb $159, 406 
Estimated overhead___. M ; 13, 594 
Total wi! ickh. Ae 173, 000 
B. Purchase of power: 
141,000,000 kw.-hr. for 6 months, 
$150,000 X 6 tiie " 2 eo 900, 000 
on 073, 000 
6. Payment to Western Farmers Electric Cooperative: 
A. Rental payments: 
Transmission investment___- . : _. 8, 408, 000 
, 5S1,GS0 
: $123, 920 


1,000 
898,431 
, 158, 343 
1,000 
863,261 
1,000 
564.628 


1,000 


20, 718 


9, 034 


Cs nn ; ” 312, 015 
Estimated ove rhe: ae i : 27, 985 


Total ee : .. 840, 000 
B. Purchase of power: 
225,000,000 kw.-hr. (steam) X9/12 equals 
168,750,000 kw.-hr. X $0.0042__- 708, 750 
5.000.000 kw.-hr. (diesel) X4/12 equals 
1,660,000 kw.-hr. X $0.0042____- 6, 972 


715, 722 
7. Payment to KAMO Electric Cooperative: 
A. Rental payments: 
Transmission investment (1954) - 6, 375, 176 
6,375,176 
1,000 
Estimated rerher 15, 996 


Total__ — we ‘ i 169, OOO 


MISSOURI CONTINUING FUND 


Mr. Wricur. Now in other areas, leaving Oklahoma and taking the 
continuing fund in other areas which is entirely in Missouri, we would 
require a continuing fund to pay service charges to deliver to the city 
of Poplar Bluff, the city of Sikeston, and to deliver to Malden. Now 
if we had only an emergency and continuing operation fund, I would 
like to make this clear, that the House did provide us enough money 
to go ahead with the service charges under the M. and A. contract, 
only $25,000 a year. 

Now in the operation of the line from Bull Shoals to Mansfield, Mo., 
we again get into the Oklahoma situation. I would either have to 
pay that cooperative in money or power to move my power up to this 
point where I could get it into Springfield. 

Senator Corpon. At that point do you now have a power surplus 
which would permit you to do that for the next fiscal year ? 
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Mr. Wricur. Yes, sir. 

Senator Cornon. You could do that? 

Mr. Wricur. | could do that. 

Senator Corpnon. Go ahead. 

Mr. WriGcuH r. | want to make this clear, vent lemen. rhe differenc e 
between what that letter said and what I believe would happen, 
physically these things are here and physically it does not make any 
difference what group of people operate them. Physically they can 
deliver the power. 

Now if we have the continuing fund we can use it to deliver the 
power and if we do not have the continuing fund I do not know who 
is going to operate the facilities to deliver the power, and I do not 
know that there will be any assurance that the people will get the 
power or at a reasonable rate. I think that is the best answer to your 
question. 

Senator Corvon. Would you say, Mr. Wright, that the company 
could make good, the companies could make good, but it would be at 
their discretion ¢ 

Mr. Wricur. That is right. 

Now Sikeston and Poplar Bluff are involved in this area as well as 
the town of Doniphan. The Sho-Me Power Corp. is involved in 
Mansfield and Maries, the town of Hermann, east of Chamois, is in- 
volved. The entire Central System in northeastern Missouri is in- 
volved, the city of Springfield is involved, the city of Lamar, Mo., is 
involved, and the city of Lockwood, Mo., is involved in this situation. 

Senator Corvon. Now, Mr. Wright, will you furnish to the commit- 
tee your best estimate, using a sharp pence il, of the amount of money 
necessary for the Southwestern Power Administration to do as little 
as necessary in the complete effectuation of this contract that is now 
being litigated but which will to the extent that you have available 
power furnish it in the area in question for the current fiscal year ¢ 

Mr. Wricut. Let me see that I understand your question exactly. 
To take over as little of this lease operation and the generation of these 
plants as we can so that nobody will suffer from not having power? 

Senator Corvon. Right. 

Mr. Wricur. How about the use of the generation ? 

Senator Corvon. If you can do it without using it, I would like to 
have you so indicate. If you cannot do it without that, then let us 
know the smallest extent necessary, and if you can do the job of deliv- 
ery without using the terminal generation, that would mean you would 
have to use power from some other source then, and show us what the 
added cost would be. 

(The information referred to follows :) 
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Minimum continuing fund request for fiscal year 1954 


Purchase 
of power 
Name of company and 
service 
charges 


Rental of 
transiiis- 
sion 
facilities 


A. Contracts not in litigation 
1, Oklahoma Utilities Cos $112, 800 
2. Western Farmers Electric Cooperative 539,700 | $351, 000 
652, 500 351, 000 , 008, 500 
Contracts in litigation 
1. Central Electric Power Cooperative 589, 500 469, 000 , 058, 500 
KAMO Electric Cooperative 180, 000 , 000 
N. W. Electric Power Cooperative 798, 000 158, 000 956, 000 


{. Missouri and Arkansas Electric Power Co- 
operative 14, 900 , 900 


Subtotal. .. ‘ bbs 1, 402, 400 807, 000 


Grand total. 2, 054, 900 1, 158, 000 


Mr. Wricut. The very least for this year without anybody g 
hurt. 

Senator ELtenper. I have a question. 

Senator Corpon. Senator Ellender. 

Senator Etnenper. Mr. Wr ight, is it your cone eption of the present 
use of this revolving fund that you cannot expend any more on the 
lines we have been talking about, and in which you have existing 
contracts ¢ 

Mr. Wricut. Yes, sir; it is my conception of the continuing fund 
as passed by the House that on the 30th day of June I will have to 
turn that line back to the cooperative, and I will have only enough 
money to carry out the Oklahoma contract and pay the service charge 
on the M and A contract. 

Senator E.tenper. The fear of some of these power companies is 
that you can use the revolving fund appropriated each year by Con 
gress to further lease lines and « ‘ooperatives, and it is your conception 
that that cannot be done unless you come here and ask for money for 
that purpose ? 

Mr. Wrieut. That is correct. 

Senator Extenper. All right. 

Senator Corpon. Is there anything else? I wanted the record to 
be as complete as we can make it under the existing circumstances. 
I do not know how you gentlemen are going to feel. 

Mr. Wright, did you mention a figure of the minimum that you felt 
now would be needed in answer to my suggestion ? 

Mr. Wricut. No, sir, I did not; I will have to figure that out. 

Senator Corvon. When you do, indicate please the portion of the 
amount that would be used to pay for transmission rental and the 
amount for power purchased and the miles of transmission lines that 
are going to be rented. 

Mr. Wrieur. Yes, sir. 

Senator Corpon. I believe, gentlemen, that will give us enough 
added information. 

Mr. Wricur. I want to thank the committee for its courtesy. 

The following statement was submitted to the subcommittee at the 
conclusion of Mr. Wright’s testimony : 
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(The statement referred to follows:) 


STATEMENT OF FRANK M. WILKES TRANSMITTED ON May 25, 1953, 1x Resurral 
TO CERTAIN STATEMENTS MADE BY D. G. WRIGHT IN His TESTIMONY BEFORE THE 
SUBCOM MITTEE 


Beginning on page $131 of the transcript, Mr. Wright in a colloquy with 
Senator Ferguson rather leaves the impression under the G. and T. (generating 
and transmission cooperative) (supercooperative) contracts the Government 
will receive enough money to fulfill the obligations of section 5 of the Pood 
Control Act of 1944 in that the rates will be high enough to take care of the 
operating expenses together with amortization and interest on the portion of 
the dam and facilities devoted to power production and transmission. 

In his statement, however, in the middle of page 3133, when Senator Ellender 
asked Mr. Wright about the pay-out as discussed in my testimony of May 13, 
1958, he rather reluctantly agrees that his rates are now too low to cover 
amortization and interest and pay the obligations of supercooperative contracts 

On page 3134, he states the rate may have to go up as much as “approximately 
one-half mill per kilowatt-hour” next year, and probably another “eight-tenths 
of a mill per kilowatt-hour” the following year. As a matter of fact, rate 
schedule A of Southwestern Power Administration, which was approved by the 
Federal Power Commission on February 13, 1947, was to have been reviewed 
on February 13, 1953. 

Last year during the 2d session of the 82d Congress, the Committee on Public 
Works, House of Representatives, made a study of the cost to the Government 
of the multiple-purpose dams in the Southwest, and what would be a payout rate 
for power and energy from such dams. The Subcommittee To Study Civil 
Works, headed by Mr. Jones, of Alabama, made a report, copy of which I am 
herewith making available to the committee, under date of December 5, 1952 
I call special attention to page 16 of said report, fourth paragraph. Here we 
find the statement: 

“It can be seen from table 1 that the difference in allocated costs creates a 
large difference in the annual power charges. The greater percentage of dif 
ference in annual costs as compared to the allocated total cost comes from the 
fact that Southwestern Power Administration has chosen 100 years as the 
amortization period while the Corps of Engineers has chosen 50 years. The 
annual charges developed indicate that the Southwestern Power Administration 
can justify power rates which are less than one-half of those that would appear 
sound based on the methods advocated by the Corps of Engineers.” 

This coincides with my testimony of May 13 before your committee, where I 
stated in my exhibit 2, which was addressed to the improvident nature of the 
Southwestern Power Administration supercooperative continuing fund contracts 
that the cost for operation to Southwestern Power Administration, taking into 
consideration the contract with the G. and T. co-ops for the purchase of 85,000 
kilowatts of steam-generated capacity and the sale not only of all the hydro 
capacity, but of 100 percent of energy that could be developed from the steam 
plants leased by SPA, that the income would only be $8,696,558, and the cost to 
SPA, using 50-year amortization and 3-percent interest, would be $12,304,779, or 
a net loss, according to Mr. Wright’s own figures of $3,608,221 

Again, on page 3136, Mr. Wright, when asked by Senator Ellender, “Has the 
lower court decided against you” stated the court in Arkansas had found against 
him and against the contracts. He did not state that in the Missouri case (now 
awaiting final decision by the District Court of the District of Columbia) the 
SPA (Department of the Interior) had lost two decisions: 

1, That the companies did have a right to sue. 

2. A denial of summary judgment in favor of Government. 

Having lost both of these contentions, the case was put on trial on its merits 
and was argued before the District Court of the District of Columbia on January 
12, 1953. When the Government lost the contention as to the right of the com- 
panies to sue in the premises, it appeared almost a foregone conclusion that the 
District Court of the District of Columbia will probably find exactly as did the 
Arkansas Supreme Court as the issues are virtually the same, and the SPA 
supercooperative contracts are clearly a scheme, a plot, to avoid the clear intent 
of section 5 of the Flood Control Act of 1944 and the Rural Electrification Act 
of 1936. 

In order to avoid the clear intent of the laws, we find SPA endeavoring to 
get the continuing fund allowed by this Congress, although by granting $3,736,000 
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in the continuing fund a clear loss of more than $4 million to the Federal Gov 

ernment will be accomplished, whereas, without this continuing fund, and with 
out the contract between SPA and the supercooperatives, all customers will be 
served that would be served in the first case, at rates as low as in the first case, 
and with a net profit to the Federal Government of more than $550,000. This 
service would be delivered through contracts existing and to be negotiated with 
the private companies in the area. 

On page 3143 et seq. of the transcript, Mr. Wright has a great deal to say about 
the M—5-R contract and the negotiations which took place in Tulsa in the latter 
part of April 1953 (just a few weeks ago). On lebruary 23, 1953, Messrs. R. K. 
McPherson, R. L, Arnold, and I called on Governor Aandahl, Assistant Secretary 
of the Interior, in his office in Washington, to discuss with him the situation 
as it affected the negotiations with SPA. We discussed with him the M—5\—R 
contract and its rejection on January 19, 1953, by the then Secretary of the 
Interior, O. L. Chapman. Governor Aandahl said: “Go back to Tulsa and renew 
negotiations with Mr. Wright. If you come to a point where you cannot agree 
with him, I will be glad to have both parties come up here to my office, and we 
will negotiate a contract in my office.’ We went to Tulsa on April 23. Mr 
Wright presented us with a draft of contract which was absolutely impossible 
It bore no resemblance to M—5—R, nor to the Texas contract, nor to the Oklahoma 
contract, nor to the Narrows contract. We could not agree to that contract at all 
and told him so. We told him we were ready to discuss M—5—R, or any reasonable 
form of contract wherein we would supply at the Government rates from our 
systems the equivalent of power and energy available from the dams to customers 
falling in the preferred classifications, i. e., public bodies and cooperatives. This 
regardless of where they might be located on our systems with the proviso that 
those preferred customers would be customers of the companies and not customers 
of the Federal Government. 

We submitted a copy of a proposed contract which would do this. We left 
the price figures blank in this contract as the principle was the main point to be 
determined. Cost and price would be easy to negotiate if the principle of whether 
the customers were to be companies’ customers or Government’s customers could 
be settled. It was this one point and this alone that was submitted by Mr. 
Wright and the companies in the presence of some 100 representatives of rural 
electric cooperatives to Governor Aandahl on May 12, 1953. Further negotia- 
tions are now held up pending Mr. Aandahl's decision on this matter, and on the 
matter of the Georgia Power Co.-Southeastern Power Administration contract, 
which hinges on exactly the same point. Governor Aandahl indicated that this 
point would probably be decided at the Cabinet level within the next few weeks. 

We agree with Mr. Wright that the M—5—-R contract would do the job better 
than any other contract which has yet been submitted, but the question of whose 
customers the preferred customers would be under this or any other form of con 
tract must be decided before any form of contract need be discussed further 
between the parties 

On page 8150 et seq., Mr. Wright indicates that the relation between SPA and 
the cooperatives was just accidental. Asa matter of fact, this is what happened: 

1. Rural Electrification Act passed May 20, 1936, established the REA as a 
loaning agency to lend money for the purpose of “bringing electrie service to 
persons in rural areas who are not receiving central station service.” 

2. June 30, 19389, REA ceased to be a separate entity, and was transferred by 
Executive order to the Department of Agriculture, and placed under Harry 
Slattery and some bright young men as assistants 

3. REA immediately becomes interested in setting up supercooperatives, the 
construction of transmission systems, which, if placed on paper, would be almost 
identical, if not identical, with the comprehensive plan of SPA, submitted to 
the Appropriations Subcommittee of the House of Representatives February 1946. 

4. Under this new activity of REA in Washington, supercooperatives were 
formed in Missouri, in Anadarko, Okla., in east Texas, in Louisiana, and in 
Arkansas. Grandiose plans were laid out to build transmission lines from the 
Loup River in Nebraska to the Gulf of Mexico, The propaganda was then first 
started that the rural eleetric cooperatives were a part of public power and 
should be dedicated to the destruction of private enterprise as exemplified by 
the electric utility companies in the Southwest. 

5. Schemes of the supercooperatives defeated by the action of the Military 
Affairs Committee, House of Representatives, stopping their wasteful use of 
copper and the generating equipment during the duration of the war after 
hearings of February 3 and 4, 1942 


2 
vi 





INTERIOR DEPARTMENT APPROPRIATIONS, 1954 2175 


6. Rottenness within the RWA had developed to such an extent in 1944 that 
a committee of the Senate, headed by Senator Shipstead, made an investigation 
of the REA, which investigation resulted in the discharge of Harry Slattery, 
and several of his top men. The companies had no connection whatever with 
this investigation. The firing of Slattery had nothing whatever to do with his 
actions to destroy the private companies. 

7. Mr. ©. R. Wickard, who was then Secretary of Agriculture, was induced 
o step down and take the job of Administrator of REA in midsummer of 
1044, 

8 Mr. Wickard hired in 1945-48 a number of outstanding engineers, who 
were not in any way connected with either the private companies or the coopera- 

ves, to investigate the plans for G. and T. cooperatives in Texas, Louisiana, 
Arkansas, Missouri, and Oklahoma. 

9. Supercooperatives in Louisiana were investigated by the firm of Kuljian 
Corp., 1200 North Broad Street, Vhiladelphia 21, Pa They reported on the 
t plants proposed for Louisiana that operation would result in a 100-percent 

rease in the cost of power iat 1 em rgy to member cooperatives over what 
they were then paying to private industry. This report was made about 
\ugust 1948. 

In the case of the Farmers Electric Generating Cooperative, Inc., in north 
cast Texas, this was investigated by Mr. Verne BE. Alden, engineer, of Verne E 
Alden & Co., 120 South La Salle Street, Chicago, Ill Chis firm reported that 
the cost to the member cooperatives of their own generating plant and trans 
inission lines would be more than double what they were paying then to South 
vestern Gas & Electric Co 

Similar reports were made by other engineering firms on the other generating 
ind transmission cooperatives started under the Slattery regime, and all of them 
ecame inactive, and in the case of the Furmers Electric Generating Cooperative, 
Inc., the lines then in the air were sold to my company. 

10. It was not until the scheme of the continuing fund was put over by Senator 
Kerr in the Senate for fiscal 1950 that the allocations for these supercooperatives, 
which were never rescinded by the Administrator, were reactivated under the 
ontinuing-fund contracts, whereby the Federal Government would assume the 
losses on operation of the REA steam plants and transmission lines so that 
they would qualify under the provisions of the Rural Electrification Act of 1936 

e., would be self-liquidating. 

The steam plants that were to be built under these provisions were in every 

ise 2 to 5 times larger than was required by the member cooperatives, who bor- 


== 


rowed money, and the statement made by Mr. Wright on pages 3155 and 3156 of 
+} 


e transcript that this is not the case is just a misstatement ¢ ‘ 

It is true that in 1950 the Department of the Interior, the REA in Washington, 
ind advocates of the plants by projecting development several years in advance 
indicated that in some 5 to 10 years the load of the cooperatives may grow large 
enough to use up the capacity of the steam plants, but these figures were ob- 
tained by misrepresentation through estimates of growth many years in advance, 
These estimates are not proving out Testimony in the Arkansas case from REA 
estimates made in 1949 was that the cooperatives loads in that area would amount 
to 18,000 kilowatts this year. As a matter of fact, it now amounts to less than 
11,000 kilowatts. We have in our possession documentation which will show 
conclusively that these estimates were deliberately f: f , and with the full 
knowledge of the engineers and lawvers of the RE Thi ‘vidence was intro 
duced in the Arkansas case, and apparently as ; ‘ the honesty 
of the balance of the report 

On pages 3165 through 3170 of t 
npercooperative contracts with SPA are under litigation I t dodged 
this question rather cleverly. The facts are these: 

1. There is no litigation in Texas, nor has there ever been any use of the 
continuing fund there, nor is there any use for one now 

2. There is no litigation in Louisiana, because there is no generating and 
transmission cooperative in that State. There are no requirements from the 
continuing fund in Louisiana. 

3. There is no litigation pending in Arkansas as the Arkansas Supreme Court 
has decided that the SPA-supercooperative contracts are illegal, both under 
the State law, and under the Federal law. This case is finished, closed, and 
cannot be reopened and appealed from. Therefore, there is no necessity of any 
appropriation for the continuing fund in Arkansas 


e transcript, it ws iske¢ t where these 
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4. In Missouri, all of the contracts between the SPA and the supercooperatives 
(G. and T.’s) are in litigation. The case has been submitted to the District 
court of the District of Columbia, and is now awaiting decision by that court. 
Any payment from the continuing fund made applicable to the State of Missouri 
would be flying directly in the face of this case, which is now pending, and which 
will certainly be decided within the next few weeks. If the case is decided 
against the companies, it will be very easy to include any requirements under 
these contracts, if they have been declared legal, in one of the deficiency appro- 
priation bills, which will, undoubtedly, come up this fall. So apparently there 
is no necessity to even tend to prejudice this case either for or against the SPA 
or the companies. 

5. In Oklahoma there is no litigation pending. There may be some charges 
for wheeling power and energy under the SPA-Oklahoma companies contract, 
which will be paid from the continuing fund in 1954. If the Missouri case is 
decided against the SPA-supercooperative contracts, this decision will also govern 
in Oklahoma as well. 

6. Under the M. and A. Cooperative-SPA contract, in southeastern Missouri, 
there may be some wheeling payments due the cooperative for carrying power 
and energy to Sikeston, Charleston, and Poplar Bluff, Mo., all three of which 
are municipal plants, which will be served over the M. and A. lines with power 
delivered to them over SPA lines from Norfork Dam in Arkansas to Essex, Mo 

The items for payment under 5 and 6 above will amount to $150,000 for fiscal 
1954, and this is the amount which was allowed by the Appropriation Committee 
of the House. It is urged that this is the total amount which should be allowed 
by the committee of the Senate. 

On page 3172 of the transcript, Senator Cordon quotes a letter written by 
me, under date of April 6, 1953, addressed to the chairman of the Subcommittee 
of the House on Appropriations for Department of the Interior, giving an un 
equivocal statement that “no individual, cooperative, or municipality now re- 
ceiving service in the Southwest area covered by these companies will have any 
disruption to his or to its electrical service during fiscal 1954 by reason of the 
withdrawal of the appropriations from the continuing fund.” I want to reit 
erate this statement with all of the emphasis which I can put on it, the compan 
ies have served in this area for many years all of the requirements of these 
customers, and can certainly do so for another year, or for us many years as 
necessary. 

In the case of Springfield, Mo., The Empire District Electric Co., through its 
president, D. C. McKee, and the city of Springfield, through its manager, both 
testified on May 13 that there was a contractual relation between The Empire 
District Blectric Co. and the city of Springfield, which would assure the city of 
Springfield of receiving ample service during the vear 1954 without the necessity 
of any supply from the SPA. Springfield is tied into the interconnected systems 
by four separate transmission lines. 

In concluding this statement, 1 want to sum up the picture as I see it in the 
Southwest. Southwestern Power Administration now is producing power and 
energy at Bull Shoals Dam, Norfork Dam, Narrows Dam, and Denison Dam. 
Soon it will be producing power and energy at Fort Gibson Dam and Ten Killer 
Dam in Oklahoma, and Blakely Mountain Dam in Arkansas. The output from 
Blakely Mountain Dam and Narrows Dam in Arkansas will be taken care of in 
separate contracts with Arkansas Power & Light Co., and Southwestern Gas & 
Electric Co. The other dams will all be connected together with heavy backhone 
transmission lines from Norfork by Bull Shoals to Denison with taps to Fort 
Gibson and Ten Killer Dams in Oklahoma. 

The Northwestern Electric Cooperative has built transmission line from the 
Northwestern station constructed with REA funds about 15 miles from Kansas 
City, Mo., south to Bull Shoals Dam. The Central Electric Cooperative has built 
a line from Chamois, Mo., south to Bull Shoals Dam. These lines are both owned 
by the supercooperative that built them, subject, of course, to the loans from 
the REA in Washington. They are now in a position to buy any amount of 
power and energy available at Bull Shoals without any reference to any use of 
the continuing fund to cover such purchases, Since these lines belong to the 
supercooperatives, there certainly should be no carrying charges over them to 
he paid by SPA for delivery of power and energy from the dam site to the point 
of utilization by the cooperative, as such an arrangement would be silly in the 
extreme, i. e., for the Government to make an “at the site price” on the power 
and energy produced at the dam and then pay the purchaser for carrying its own 
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power and energy over its own lines to “the market.” This is one reason why 
the Government will always lose money under these generation and transmission 
contracts. 

Similarly, the Government has a line from Norfork Dam across to Essex, Mo., 
to serve the M. & A. Electric Cooperative. The same matter of wheeling charges 
over the distribution lines of the cooperatives to their own customers after deliv 
ery by the Federal Government at a central point to the lines of the cooperative 
would be silly. Wheeling charges for power and energy delivered to Poplar 
Bluff, Sikeston, and Charleston, Mo., are in order as had already been stated, and 
as included in the $150,000 allowed by the House. 

This same condition exists in Western Electric Cooperative, where the SPA 
has a transmission line running from Tupelo, Okla., where power and energy 
is delivered to supercooperative for distribution over its own transmission sys- 
tem. Here again there should be no wheeling charge paid to the supercoopera 
tive for wheeling its own power to its own customers. 

In short, the only actual requirements during fiscal 1954 would be the $150,000 
recommended by the committee of the House and passed on the floor of the House 

The continuing fund and its use for the purchase of electric energy came in as 
legislation on an appropriation bill in 1949 for fiscal 1950 on the floor of the 
Senate. According to the author of the amendment, Senator Kerr, it was never 
intended to be used to purchase millions of dollars of steam generated electricity 
to augment the power and energy available to SPA for resale. Any legitimate 
wheeling charge or lease of transmission lines would come under the second 
part of section 5 of the Flood Control Act of 1944, beginning with the words: 
“The Secretary of the Interior is authorized, from funds to be appropriated by 
the Congress, to construct or acquire by purchase or other agreement, only such 
transmission lines and related facilities as may be necessary in order to make 
the power and energy generated at said projects available in wholesale 
quantities.” 

We, therefore, urge that in order to prevent a continued quarrel over the 
purchase of steam-generated power that the wording of the continuing fund pro- 
vision in the Southwest be made the same as in the Southeast, i. e., in the 
existing “continuing fund” statute (16 U. S. C. A., 825s—-1), a period be placed 
after the words “to defray emergency expenses necessary to insure continuity 
of electric service and continuous operation of the facilities,” and the remainder 
of the wording be deleted. These stricken words came in through an appro- 
priation act, and certainly should be allowed to go out through the same route. 

Please note there is no litigation now going on between the SPA-supercoopera 
tives and the companies except in Missouri. The Arkansas case has been 
definitely and finally decided against the SPA-supercooperative. No appropria 
tion from the continuing fund for use in the purchase of steam-generated power 
and energy by SPA should be allowed until the Missouri case is decided in the 
district court of the District of Columbia since such action might be construed 
as prejudging that case. 


Orrice oF TERRITORIES 


STATEMENTS OF WILLAM STRAND, DIRECTOR; D. H. NUCKER, 
EXECUTIVE OFFICER, OFFICE OF TERRITORIES; AND DON MIL- 
LER, OFFICE OF THE SECRETARY 


GENERAL STATEMENT 


Senator Corpor. The next witness is Mr. William Strand, who is 
Director of the Office of Territories of the Department of the Interior. 
He is just possibly getting his feet on the ground, and I am sure the 
committee would be glad to hear from you, sir. 

Mr. Srranp. Thank you, Senator, I have just a brief statement. 

I am grateful for the privilege of appearing here before you today. 
Because of the very short time that I have had the pleasure and honor 
of serving in the administration of President Eisenhower and Mr 
McKay, I am not here so much to testify as to make the acquaintance 
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of the committee and to assure you that you will have my full coop 
eration all the way through. 

Senator Corpon. We are glad to have you, Mr. Strand, and we will 
be glad to cooperate. This committee tries awfully hard to coop 
erate on its own terms, but we will try. I hope that through the 
year you will take advantage of every opportunity to visit our insular 
areas and get a personal look-see and as complete an examination 
as you can find so that when you appear in another year you will b 
able to speak from your knowledge rather than through someone else. 

Mr. Srranp. I fully intend to do so. In the brief time I have been 
in the office I have found an awareness and deep understanding of 
your responsibilities to the Nation, and I want to say that we are going 
to continue to lighten them as far as possible by supplying prompt 
and accurate information whenever possible. 

Senator Corpon. Thank you. 

Mr. Srranp. I would like to surrender this chair to Mr. Nucker, 
executive officer, so that he can go into these details. 

Senator Corpon. All right, sir, After that we want to hear from 
this gentleman over here, another product of Scotland who is now in 
charge of the operation of the Virgin Islands Corporation. 

I take it that your first presentation will be with respect to Alas 
public works in the Department’s appropriation ? 


ALASKA PUBLIC WORKS 
(The justification follows:) 
OFFICE OF TERRITORIES 
ALASKA Pusiic Works 
(Revised estimate, $10,000,000; act, $13,208,200) 
(House hearings, pt. 2, pp. 487-502) 
(P. 28, line 20) 


(1) Page 28, line 20 strike out “$14,325,000” and insert in lieu thereof $10, 
000,000”—the revised estimate, or a decrease of $4,325,000 in the appropriation. 
(2) Page 28, line 20 strike out “$400,000” and insert in lieu thereof “$570,000" 

an increase of $170,000 in the administrative expense limitation. 


HOUSE REPORT 


“The committee recommends an appropriation of $14,325,000 which is a reduc- 
tion of $675,000 below the budget request of $15,000,000 but an inerease of 
$1,116,800 above the 19538 figure. The Department witnesses on this item testi- 
fied that the program contemplated for 1954 consisted of projects which have 
been acted upon or will be acted upon by local communities, with respect to their 
portion of the costs, by the beginning of fiscal year 1954. Under this program, 
the communities benefiting by the construction projects undertaken are required 
to finance 50 percent of the costs of the projects. 

“The reduction which the committee has made consists of $400,000 in the 
advanced planning program for which $600,000 was requested, and $275,000 
out of the amount of $675,000 requested for general administrative expenses.” 
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JUSTIFICATION 

This amendment reduces the appropriation allowed by the House to $10,000 OO), 
the amount requested in the revised budget. The reduction of $4,325,000 is 
distributed to activities as follows: 


(a) Construction 
Advance plat 
Administratior 


Total 


The reduction of $4,325,000 in the amount allowed by the House is suggested in 
order to remain within the estimate of $10 million for this activity as submitted 
under the revised budget. While the entire amount contained in the bill is needed 
to carry out the public-works program in Alaska, the retention of the $4,325,000 
in excess of the amount approved in the revised budget estimates for this activity 
would result in an increase in the total estimate for the Office of Territories, as 
there is no other activity in the Office capable of absorbing a commensurate 
reduction. 


Explanation of amendment (2) This amendment increases the limitation in 


the language on the amount which may be applied to administrative expenses 


under this activity, and restores it to the amount of $570,000 which was requested 
in the revised budget. The limitation of $400,000 approved by the House for this 
purpose woul ld curtail the efficient administration of the program and eventually 


result in a considerably increased total cost which would offset any immediate 


saving. No increase in funds is involved in this request 

Mr. Nuckxer. With respect to Alaska public works, we are not a 
ing for any additional money. In fact, we are only asking for t] 
amount which we just recently presented to the Senate subcommitt: 
namely, $10 million, which is $4,325,000 less than that amount which 
was recommended by the House subcommittee. 

Senator Corpnon. That is to say, you are asking for the revised 
budget ? 

Mr. Nucker. That is correct, sir. The reason for that is ed that 
in order to stay within the tot: of amount allowed for th ised budget 
for activities ‘under the Office of Territories if we nity tc the add 
tional $4,325,000 as reported | Vv the House we then would have to 
make reductions in other items which we do not fee] ] 


HOUSE REDUCTION 


The Alaska public works item, however, in the House report had 
the authority for administrative expenses reduced to $400,000. We are 
asking that we be given authority for $570,000 for administrative 
expenses, an increase of $170,000 over the amount recommended by 
the House. We feel that is necessary based on a existing rate of 
expenditure for administrative purposes and on the basis that we will 
have next year projects left over which will continue to need inspection 
from moneys this year. We started with moneys given us in 1953. 


NEW CONSTRUCTION 


Senator Corpon. Will you have new construction 1 he coming 
fiscal year? 
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Mr. Nucker. That is right, sir, on the basis that the $10 million 
is approved, we will have additional construction starting, and we 
will abd construction underway, both of which will necessarily 
need inspectors and administrative backing. 

Senator Cornon. The House calls attention to its reduction, but it 
does not indicate the basis for the reduction. 

Mr. Nucxer. That is right. 

Senator Corpon. This committee then is in the position where it 
will have to go back to the original testimony before the committee. 
You have a total of $10 million in the revised estimate ? 

Mr. Nucxer. Yes, sir. 

Senator Corpon. For which you ask $570,000 in administrative 
expense ¢ 

Mr. Nucker. That is right. 

Senator Corpon. Is there some relationship between the two—some 
formula you use? 

Mr. Nucxer. We have been in the past running slightly over or 
approximately 5 percent for administrative expenses. 

Senator Corpvon. What does that include, the administrative 
expense ? 

STAFF DUTIES 


Mr. Noucxer. That includes the salaries of the staff in Juneau. 

Senator Corpon. What does the staff do? I understand the sala- 
ries, but what is done? 

Mr. Nuckxrr. Mostly inspectors, Senator. We have 54 people in 
Juneau, and a large portion of those are inspectors. It pays for the 
engineers, it pays for the preparation and administration of contract 


work. 

Senator Corpon. Will you furnish to the committee a statement 
with respect to that personnel shown with classification numbers and 
salaries ¢ 

Mr. Nucxer. Yes, sir. 

(The statement referred to follows:) 





Distri 
Distri 
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| 
| Number 
litle | Grade of Each Salary +95 percel Total 
| positions 
District director ; | GS-1 l $11, OFF $2 72. 5 ¢ » | an 
District engineer GS-14 10. OOK 2 5) 
Engineer | GS-13 8. 5A0 2 14 ; 
Do Gd-12 l Tt ) 
Engineers GS-12 2 $7, 24( 1 4 ) ' . 
Do GS-12 14 } 28, 1¢ { yi 10) 
Engineer GS-12 { 1 ° 
Do GS-12 l 400 i , @ ; 
Engineers GS8-l11 3 4 17.8 4 , 
Engineer | GS-9 1] a0 oF 4 - + 
Do Gs-9 ) 0 / 
Architect GS-13 6 
SERS | GS-12 l 7, 24 R10. OF ) ( 
TN ca GS-1 l 5, 940 85.0 oh ts 
Attorney GS-1 l 8. THK 2 190. Of 10, 950. Of 
Do. GS-12 7 O4 1 76 aa ny 
Finance analyst GS-13 1 R 5A 14 10, 700, 
Administrative officer GS-12 ( g ann of 
Inspectors GS-10 i 5 99 
Inspector. _ GS-10 ‘ 12 
Do GS-10 ‘ 
Do 2 GS-9 ] 4 + M4 é 
Inspectors GS-8 2 4, 62 ) 24 9 345. 0 13 a 
Do GS-7 2 1,2 Q 4 2 1 ( 1¢ n 
Administrative assistant Gs-7 4) 208 1 051.2 aaa 
Secretary-stenographer GS-5 l f 1, 04 9 
Secretary-stenographers GS-5 7 3 41 > 
Clerk-stenographer GS-5 | 
Secretary-typist Gs > 
Clerk-typist G - ," 5 
Clerk-typist Gs-3 2 2,9 - 
Engineering aides G8-3 2 95 14 ( B7 18. 437 
IL, ditideteanhnemenmnieneatue Ungeetdls { 4. 48 168, 132. 50 

! Also doing construction-inspection work. 

Notre.—In addition to the foregoirg, the $570,000 limitation requested her es for t und 
transportation expenses of approximateiy $82,000, communicat nd ‘ ‘ cpt . well 
as salaries in the Washington office, 

' ry . em 
Senator Corvon. Then your figure of $570,000 represents substan 


tially 5 percent of the total amount you request for the current fiscal] 
year? That would be $70,000 to take care of the necessary inspection 
and so on of public works commenced at an earlier date but rot 
completed but in the current fiscal year, is that correct ? 

Mr. Nucker. The $70,000 could not be delineated to apply solely 
to public works carried over, Senator, } 

Senator Corpon. What is it? 

Mr. Nucxer. It represents an amount in excess of 5 percent, I said 
approximately 5 percent. 

Senator Corpon. I see. 

Mr. Nucxker. I did not attempt to delineate. 

Senator Corpon. But your experience in the past has been that your 
administrative expense will run substantially 5 percent, not expendi- 
tures.but commitments and expenditures in the equivalent fiscal year ¢ 

Mr. Nucker. That is correct, sir. 

Senator Corpon. Do you think you can cut that any? We would 
like to have some reduction somewhere. 

Mr. Nuckxer. There is a reduction of $4,325,000. 

Senator Corpvon. The Chair amends his statement and says some 
more cuts. 

Senator Eiienper. That is on construction ? 

Mr. Nucker. That is on construction, 
Senator Extenpver. He wants it on administration. 
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ADMINISTRATIVE EXPENSES 


Mr. Nucker. Originally for the $15 million we had asked for 
$675,000 for administrative expenses. Atthe present time since July 1, 
1952, through March 31, 1953, the administrative expenditures for 
the current year total $395,982. It is expected that for the total year, 
1953 fiscal year, we will need in the neighborhood of $570,000, because 
our program ll year is based on a continuing staff comparable to 
that which we now have. 

Senator Corpon. That is exactly the question. I do not think there 
is any sanctity to your experience running around 5 percent. It is 
conceivable that maybe you could do it for a little less. 

Mr. Nucker. It is conceivable, yes, sir; but when we think that last 
year our appropriation was over $13 million and the work commenced 
has not been completed, we will be carrying work forward, and we 
are asking for $10 million to start— 

Senator Corvon. How much did you have last year in the way of 
administrative expense ? 

Mr. Noucxer. Approximately $600,000, sir. 

Senator Corvon. Well, then, if you run on a 5-percent basis, you 
should have a carryover out of that $600,000 because you have not 
expended the $13 million, so you will have some of it returning into 
the next year. What about that? 

Mr. Nucker. So far as funds are concerned, that is correct, sir. So 
st as authority is concerned, each year is a separate entity because 

e cannot carry forward unused authority into the following year. 

"en itor Cornon. But you started with $13,500,000, and you did not 
take care of your $13 million within the fiscal year, and therefore you 
should have some portion of $600,000 left from that year which would 
be attributed to and used to clean up the fiscal year 1953; that is the 
way it appears to the Chairman. 

Mr. Nucxer. Not being conversant with the complete details but 
on the basis of each year’s authority limit, we are asking for the same 
amount of money so that we may again spend not more than $570,000, 
which is at the rate we have been spending. 


PLANNING FUNDS 


Senator ELLenper. How much of this administration money do you 
use for planning? 

Mr. Nucker. There is none for planning and programing. 

Senator Etienper. This is used solely for administration ? 

Mr. Nucker. Administration, drawing of specifications, and so 
forth. 

Senator ELLenper. The House allowed you $200,000 for planning? 

Mr. Nucxer. That is right, sir; but that is apart from this item. 

Senator Evuenper. Yes. It is what? 

Mr. Nuckxer. Apart from this administrative item. 

Senator ELuenper. I understand. Well, now wil! this planning be 
done for the purpose of utilizing the $10 million we make available 
for public works? 

Mr. Nucxer. The p lanning would be utilized to prepare in advance 
the plans for the projects which would be asked for under 1955. 

Senator ELLenper. It would not be connected at all with the $10 
million you are now asking for? 





thi 
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Mr. Nucker. That is right. 
Senator Corpon. All right, sir. What is the next item ? 
Mr. Nucxer. Construction of roads in Alaska. 


CONSTRUCTION OF ROADS, ALASKA 


Senator Corpon. The justification will be inserted in the record at 
this point. 
(The just ification referred to follows:) 
CONSTRUCTION OF Roaps, ALASKA 
(Revised estimate, $14,600,000; act, $17,000,000) 
(House hearings, pt. 2, pp. 502-518) 
(P. 29, line 1) 
Page 29, line 1, strike out “$10,000,000” and insert in lieu thereof “$14,600,000”, 
the revised estimate, or an increase of $4,600,000 in the appropriation. 


HOUSE REPORT 


“The budget request for this program was $18,400,000. The committee has 
allowed $10 million, a reduction of $8,400,000 below the budget estimate and 
$7 million below the appropriations for 1953. 

“The committee is convinced that an adequate roads-construction program is a 
necessary development in Alaska and has in the past been rather generous in 


allowing funds for this purpose. However, the committee has consistently felt 
that a greater share of the burden of building roads and maintaining them in 


Alaska should be borne by the government of Alaska. Just prior to marking 
up the bill it was brought to the committee's attention that the Alaskan Legis 
lature had adjourned its recent session without adopting proposed legislation 
which would have increased revenues for the Territory for the purpose of 
carrying their fair share of the road program In view of this fact. the com 
mittee sees no reason for continuing the construction program with Federal funds 
at the level of recent years.” 


JUSTIFICATION 


The amendment restores the reduction of $4,600,000 made by the House in the 
revised budget estimate for this appropriation. This amount is distributed to 
activities as follows: 


se Appropriated| Revised « 
Activity oe i ut 
tivity 1953 mate 1054 1954 requested 
1. Preparation of plans $200, 000 $550. 000 $350. 000 $200. 00K 
2. Construction in progress 13, 790, 000 13, 000, 006 8, 600, 000 4, 400, 000 
3. Reconstruction 1, 250, 000 800, O00 800, OOO 
4. New construction ---.- 1, 660, 000 250, 000 250, 000 


Total 17, 000, 000 14, 600, 000 10, 000, 000 4, 600, OULU 


| 


A breakdown of the restoration request by objects of expenditure follows: 


. ll Dg, eae leiinduieits ini aiewne Saen: 33s 
Supplies and materials__....--~-.-__- - 575, 667 
Eaniee On Brrmereren. ooo a 3, 261, 000 

Toral wsiiwae ald ; 4, 600, 000 


The original estimate for “Construction of roads" was $18.400,000, which was 
reduced to $14,600,000 under the revised budget estimate. The restoration of 
$4,600,000 is requested as it is believed that $14,600,000 is the minimum amount 
which should be made available to finance the road program in the fiscal year 
1954. A reduction below this amount would result in slowing down the road 
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surfacing program which has been approved by the military and which also 
is desperately needed to aid the civilian economy of Alaska. The retardation 
of the program at this time would subject the total program to a potential in- 
crease in overall costs which would more than offset any savings that might be 
made through a reduc tion in the present program. 

The restoration of $200,000 in the item for “Preparation of plans” would be 
applied to road surve ys in southeastern Alaska. 

The restoration of $4,400,000 under “Construction in progress” would be applied 
to the following roads: 






Taylor Highway_ 
Alaska Highway (surfacing) - 
Richardson Highway-McKinley Park-_ 


iid hte btegSGesqctamanichenpbiben: + GHWT OOO 
sein setae tc sities dihatcianaandaas| A. Ta 
ah RS oases ididdcinn |) SRG; SRe 


TOR i ecid ae ei ene 4, 400, 000 


Senator Corpon. That at is one th at is one that bothers me. Those 
people up there have never shown any real appreciation of their own 
responsibilities in that field, and I see Delegate Bartlett over there. 
I have said it before, I regret that I must repeat it again. I recog- 
nize the necessities, and it looks like the only way you can make them 
recognize them isto deny them. I hope you send that word to Alaska, 
De leg ate Bartlett. 



























GASOLINE TAXES 


STATEMENT OF HON. E. L. BARTLETT, A DELEGATE IN CONGRESS 
FROM THE TERRITORY OF ALASKA 


GENERAL STATEMENT 


Delegate Barrterr. Senator, since you mention my name, I hope I 
may have the privilege of writing you a letter. There is an answer, an 
answer I mentioned here when I testified the other d: ay. 

Senator Corpon. What was it? 

Delegate Bartierr. What was it? 

Senator Corpvon. I have forgotten it. 

Delegate Bartierr. I do not like to take up your time. 

Senator Corpon. That is all right, we are glad you are here. 

Delegate Barrierr. The cut made in the road-construction appro- 
priation by the House of Representatives, Mr. Chairman and Senator 
Ellender, was predicated upon asserted failure of the legislature to 
enact higher gasoline taxes and higher fees for truckers. 

Senator Corpon. That is what I am talking about. 

Delegate Bartiterr. When I was testifying before the committee, 
[ cited an article which was all then available to me from the Daily 
Alaska Empire published in Juneau, Alaska, where this whole sub- 
ject had been discussed at a chamber of commerce meeting, and Mr. 
Curtis Shattuck, a member for a long time of that chamber, was 
quoted as having made to me that which appeared to be a most logical 
and legitimate argument, and it was to the effect that the House Ap- 
propriation Committee and the Senate Appropriation Committee 
ought not to look merely at the gas tax in Alaska, which we admit is 
lower than the national average, but if it wants to make a basis of 
comparison it ought to be on the overall basis of taxation in Alaska 
as compared with elsewhere, and Mr. Shattuck submitted that on a 
per capita basis Alaskans are higher taxed than people of any other 
political subdivision in the whole Nation. 
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For example, Alaska has an income tax. Many States do not have 
income taxes. But before making a determination it was argued, and 
I want to agree with this, the committee ought to look into the whole 
subject of taxation, not one or two isolated taxes. 

Senator Corpon. Well, generally speaking the practice in this 
country is to put a tax on movement of vehicles over the roads and 
to dedicate that tax to the roads. I think it is a sound policy, and I 
will ask you do they do that in Alaska ? 

Delegate Bartierr. They do that toa great extent. 

Senator Corvon. Did you say the v do or do not ? 

Delegate BartLerr. I do not think there is a dedication, if I recall 
correctly, but it comes out substantially t the same. You realize, of 
course, that a good deal of the fuel tax that is collected there is taken 
from those who use fuel for boats, so there is an appropriation that 
goes to the floats and improvement of harbor facilities, that sort of 
thing. 

[ would respectfully urge the committee not to act uniquely on the 
basis of 1 or 2 tax items. 

Senator Corpon. The Chair cannot agree with you, Mr. Bartlett. 
I understand the argument, but I have a feeling that to the extent 
that a given segment of the popul; ice can be taxed for that which bene- 
fits them directly and pein this kind of tax where they get 
more back than they pay in, and that is always true with improved 
roads, I believe that the palioe that is es tablished is a sound policy, 
and I still believe that Alaska ought to join with the rest of the United 
Stutes in following that basic plan. 

I exclude from that group the United States Government because 
it does not do it, but in that instance it collects more than it returns 
back. 


TELEGRAM FROM GOVERNOR HEINTZLEMAN 


Mr. Nucxer. This would be of interest, I think. This morning we 
received a telegram from Gov. Frank Heintzleman, a telegram ad- 
dressed to Mr. Strand’s office, the Director of Territories, in which 
the Governor states: 

The extension and improvement of Alaska roads is essential to the further 
development of the Territory, and I intend at the first opportunity to 
Alaska Legislature to contribute more substantially to road work here by pro- 
viding for a considerable increase in gasoline tax for vehicles using the roads 
I am confident that such an increase will be provided. I hope you will advise 
the Appropriations Committee of the Senate and House of the above and ask 
restoration of the $8 million of Federal road funds which was cut by the House 
from the $18 million originally submitted by the Budget Bureau for fiscal year 
1954. 

Senator Corpon. I am glad to have that telegram in the record. 

Senator ELttenpver. What is the tax rate now ? 

Mr. Nucker. Two cents. 

Senator E.Lenper. Ours was 9 up to last year. 

Senator Corpon. That is 2 cents on top, I assume, of the Federal 
Government tax. So what is it, five? It is the heaviest sales tax 
placed on anything, I think, but pe rhaps intoxicating liquor. 


irge 
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CURRENT GASOLINE PRICE 


Senator ELLenper. What is the current price of gasoline? 

Mr. Nucxer. Around 34 cents, I believe. 

Delegate Bartierr. I do not know because that varies so widely 
in the different geographical areas, 

Senator Corpon. Go ahead, Mr. Nucker. 

Mr. Nuckxer. With reference to the price of gasoline, we could get 
the specific prices in the various areas of Alaska. Gasoline is ex- 
pensive in Alaska because of the tr ansportation costs to Alaska and 
the transportation costs within Alaska. So that the fact that they 
do not charge the same tax as is charged by the States does not mean 
that the price of gasoline is in the same proportion less than it would 
be in the States. 

There is an extremely costly transportation item to meet. 

Senator Eiitenper. To and within Alaska? 

Mr. Nucxer. That is right, sir. 

Senator Corpvon. Now, then, going to this road question, if you 
will just address yourselves to it as if Alaska had a 10-cent-a-gallon 
tax. 

Mr. Nucxer. I should like at this time to place in the record a 
telegram from Mr. Ghiglione, who had wanted to be here very badly. 
He was not able to appear before the Senate in its recent hearing of 
the Road Commission and was not able to be here for this hearing. 
This is from Mr. A. F. Ghiglione to Mr. Strand. 

(The telegram referred to follows:) 


SURVEYS AND ENGINEERING STUDIES 


EXxceedingly regret that I will not be able to appear hefore Senate Appropria- 
tions Committee Friday for appealing restoration of budget items vital to our 
work in Alaska. Following briefly summarizes the importance of these items: 

Preparation of plans restoration of $200,000 is necessary to permit surveys 
and engineering studies for programing roads throughout southeastern Alaska 
where less than 20 miles of new road has been built in past 10 years to serve an 
area including three of Alaska’s five largest cities. All three completely iso- 
lated from each other and from any connected-road system. Taylor Highway 
restoration of $150,000 necessary for economical rate of work towards comple- 
tion all-weather road through to the Yukon River at Eagle and its connection 
to Dawson Yukon Territory while camps equipment and personnel are mobil- 
ized in this isolated area, road can be passable throughout by this fall. Alaska 
Highway surfacing $3,750,000 restoration necessary to continue program justi- 
fied by military for defense of Alaska. Elimination this major item will re- 
duce our contract program below economical rates since competitive organi- 
zations now in area will be forced to demobilize and future resumption of 
work will have increased costs remobilization and reduced competition. Ri- 
chardson Highway McKinley Park $500,000 reduction if not restored will 
result serious loss of efficiency through curtailment below program level since 
equipment, personnel camps and material have been concentrated in this iso- 
lated area for most economical rate of construction. ; 


Senator Corvon. Would you have somebody point out that par- 
ticular highway? This particular matter related to $3,750,000 item 
for surfacing of the Alaska Highway. Which portion is that? 


PROPOSED ROAD SURFACING 


Mr. Miiier. That is the southeastern end of the Alaska end 
which runs from the Canadian boundary to a point about half way 
to Tok Junction, the major connection between the paved roads in 
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Alaska in that area. The proposed work is immediately northwest 
of work being now under way with funds already appropriated 
and with contractors operating in this area. 

Senator Corpon. Then the failure to get that money would mean 
that you would have the area southerly from the boundary line in 
Canada surfaced 

Mr. Miuuer. No, sir, the failure to get that money—— 

Senator Corpon. I assumed that that red line there Which would 
be surfaced with $3,750,000 was the only portion of the highway not 
surfaced. 

Mr. Murer. That is the only portion of the Alaska Highway in 
Alaska not surfaced. 

Senator Corpon. It would not add too much if we finished sur- 
facing to the Canadian boundary and never surfaced any farther. 
There would be no use in going there and turning back. 

Mr. Mitier. Let me say that the Canadians in recent years have 
been operating through their section, which has through the excellent 
maintenance in Canada reached the point where it is actually a high- 
grade gravel-surfaced road. 

Senator Corpon. What is our portion ? 

Mr. Mitxier. Our portion in this area outlined in red has not been 
improved since the Army built that road in the early forties except 
for normal maintenance of its grade as put in by the Army during the 
war. 

Senator Corpon. This is to make a usable highway from the south- 
eastern terminus which is somewhere around the boundary between 
Montana and Canada; is it not? 

Mr. Mriier. Yes, sir. 

Senator Corpon. To get through to the interior of Alaska it is neces- 
sary to either use this fund for what I take to be hard surfacing or to 
otherwise bring the road up to the standard now maintained by the 
Dominion of Canada? 

Mr. Miiuer. The intent of the money requested this year is to bring 
that road up to the standard of the highway as maintained by the 
Canadians. In the 1955 appropriation, there will be a request for the 
surfacing of this section to bring it up to the level of the remainder 
of the Alaska Highway, and to the standard of the mileage in this 
interconnected section in this triangle and the extensions to the main 
population centers 

Senator Corpon. When you use the term “surfacing,” do you mean 
by that hard surfacing? 

Mr. Mitier. Asphalt surfacing. 

Senator Corpon. Then you do not need to do any more work on 
that, do you ? 

Mr. Miuuer. After the asphalt surfacing is completed, it goes on 
maintenance. The road as requested this year will take care of the 
subsurface work, the correction of grade, removal of dangerous curves, 
the preparation and bridging of those areas where we have old wooden 
bridges which are dangerous to the road users, and next year, in 1955, 
the request will include the money for applying the asphalt to that 
road, 

Senator Corvon. How much? 

Mr. Mier. I do not have that over here, sir 
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The remainder of the total estimate for the Alaska Highway, this 
is 47 miles—it is roughly $60,000 to $70,000 a mile for asphalt surfac- 
ing—roughly $3 million. 

Senator Corpnon. Of the $4,609,000 restoration, $3,759,000 is not 
for the completing of the surfacing of that piece of highway but to 
get it in shape to surface. 

Mr. Miturer. That is correct, sir. 

Senator Corvon. That will be to straighten it, to put in these 
bridges, drainage, otherwise prepare it for surfacing? 

Mr. Mixer. That is correct, sir. 


ESTIMATED TOTAL COST 


Mr. Nucxer. It is estimated that the total cost of the highway, 
completely surfaced, would be $15,700,000. $8,060,000 has been ap- 
propriated. This $3,750,000 now requested would bring that total 
up to approximately $12 million in round figures, leaving $3,700,000 
to complete the Alaska Highway. 

Senator Cornon. All right, sir. 

Now, Taylor Highway $100,000 and Richardson Highway $500,000 ? 

Mr. Nucker. Don, will you point out the Taylor Highway and 
the McKinley Highway ? 








































TAYLOR HIGHWAY 





Mr. Miuier. The Taylor Highway runs from Tok Junction, Mr. 
Chairman, northeasterly to a point where it forks and runs to the 
Canadian border to meet an existing road built by the Canadians 
out of Dawson which is now being improved as an alternate military 
route for supplies, and the extension provided for in this estimate 
isto a point called Eagle, which is on the Yukon River and is a 
shipping connection to the small settlements out of White Horse 
and out of Dawson on the river traffic. 

Senator Corpon. What would this $150,000 be spent for on that 
road ? 

Mr. Miurer. That work is being conducted as an extension at. this 
point [indicating] of a rehabilitation program on a road which was 
punched through with the exception of about 8 miles as a minor 
road in a period from 1948 until the present time. 

Senator Corpon. Evidently there is very little traffic on the road 
now ? 

Mr. Miturr. That is true. 

Senator Cornon. Assuming you spent your $150,000, what would 
you have then in the way of a road ¢ 
’ Mr. Mrurer. You would have a passable road and would prevent 
the destruction of the investment which has already been made and 
would provide for connection with what may not be a metropolis on 
our terms but which is a highlv important center for supply to the 
small villages along the Yukon River. 


RICHARDSON HIGHWAY 






Senator Cornon. Richardson Highway-McKinley Park? 
Mr. Mirzer. The Richardson Highway-McKinley Park Road is 
that link running from the McKinley Park main station on the 
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Alaska Railroad east to Pazsons, midway between Glennallen and 
Delta, the junction of the Alaska Highway with the old Richard 
son Highway, which was originally the Richardson trail from Valdez 
to Fairbanks. This road has, in past years, when as rauch as $1 
million was available, been worked on from both ends as an econom 
cal way to work on a pioneer road through undependable, unstable 
country. In those years when less than a million dollars was avail- 
able, the work has been restricted to one end. 

There has been some det rioration of the ¢ nad that wa left untouched 
in those years. 

NECESSITY FOR ROAD 


Senator Corpon. What is the prac tical nece 
Mr. Minter. That is the only road conne 
route of the Alaska Railroad between Fairbank 
the event that either part of this railroad were put « 
anything on one end or the other would have to go ba 
point and start back down the road again. 
Senator Corpon. Thank you, sir. That takes care of 
Mr. Nucker. With the exception of the operation an 


OPERATION AND MAINTENANCE OF ROADS, ALASKA 


Senator Corvon. The justification will be inserted in the record at 
this point. 
(The justification referred to follows :) 


OPERATION AND MAINTENANCE OF RoAps, ALASKA 
(Revised estimate, $3,400,000; act, $3,318,000) 
(House hearings, pt. 2, pp. 504-518) 


(P, 29, line 5) 


Page 29, line 5 strike out “$3,000,000” and insert in lieu thereof “$3,400,000" 
the revised estimate, or an increase of $400,000 in the appropriation 


HOUSE REPORT 


“An appropriation of $3,000,000 for operation and maintenance of roads in 


Alaska is recommended. This is a reduction of $400,000 below the budget esti- 


mate of $3,400,000, and $318,000 below the amounts available in 1953 


JUSTIFICATION 


The amendment restores the reduction of $400,000 made by the House in the 


revised budget estimate for this appropriation. ‘This amount is distributed t 
activities as follows: 


1. Major roads 
2. Feeder and local roads 
3. Shop facilities 


Total... 
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A breakdown of the restoration request by objects of expenditure follows: 


IES CRN nie ction ia hapeppeteschlpeipescan em esecseaiaieterie lensetctadiiaiedc pasta en doen Wlimaasdichiiak $300, 000 
er TITTIES ae kimtncredbensemabing 20, 000 
Land and structures 







Total 


The estimate of $3,400,000 was based on the costs for the ast year and the 
additional mileage which must be maintained. The reduction made by the 
House committee would result either in inadequate maintena)ice or the closure 
of some roads, to the detriment of the entire road system. 















RESTORATION OF FUNDS 


Mr. Nucxer. The operation and maintenance reduction of $400,000 
is very brief, and I am still reading from the telegram : 

Operation and maintenance restoration of $400,000 considered most essential 
since we have not increased our per-mile costs in spite of increase labor and 
material rates and fact that all roads are carrying impact of boom type traffic 
in addition to heavy military movements, this item vital for preserving our 
investment in highways and providing safety for traveling public. 

Senator Corvon. Again I have not had the opportunity to visit 
Alaska. I recognize that there are a lot of equities in favor of Alaska 
or there may be a lot of equities in favor of Alaska of which I have 
no knowledge whatever. I am thinking now that generally speaking 
maintenance of a highway in continental United States is a local 
obligation. What does Alaska contribute toward maintenance of the 
highways there? 

Mr. Nucxer. The maintenance of these major highways under the 
jurisdiction of the Alaska Road Commission is at the present moment 
the responsibility of the Alaska Road Commission. The Territorial 
government contributes no money for the maintenance and operation 
of this network of roads. 

















FEEDER AND LOCAL ROADS 


Senator Corpon. What about local roads, feeder and local roads 
which you have here? 

Mr. Nucxer. Feeder and local roads, they do contribute funds 
toward the operation and care of those roads. 

Senator Corvon. The funds would be what? How much would 
they contribute percentagewise, if you know ? 

Mr. Nucxer. Mr. Miller? 

Mr. Miuier. It has averaged roughly 5 percent of the total mainte- 
nance cost. I do not know that I could apply that to the percentage 
of maintenance of feeder and local roads. 

Senator Corvon. Five percent of total cost of all maintenance, in- 
cluding the arterial or major highways? 

Mr. Mixer. That is correct. 

Senator Corpon. That is good. However, not as good as we want. 

Now you have an item here of shop facilities, and you do not ask 
for any increase there. The revised estimate was $50,000, and you 
got $50,000, so I guess there is no complaint on that item ¢ 
Mr. Nucker. That is right, sir. 
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ADMINISTRATIVE PROVISIONS, ALASKA ROAD COMMISSION 


Senator Corpon. At this point we will insert the justification on the 
administrative provisions, Alaska Road Commission. 
(The justification referred to follows :) 


ADMINISTRATIVE PROVISIONS, ALASKA RoApD COMMISSION 
(House hearings, pt. 2, pp. 502-518) 
(P. 29, line 12) 


Page 29, line 12, strike out ‘15’ and insert in lieu thereof 20, an increase of 
& percent in the limitation on force account work. 


HOUSE REPORT 


In the House report no statement is made concerning the committee’s action 
on this item. 
JUSTIFICATION 


The amendment restores the reduction of 5 percent made by the House in 
the limitation on force account work. This reduction will seriously handicap 
construction of pioneer and development roads in isolated areas of Alaska. Ex- 
perience has proved seasons of stage construction is necessary to establish a 
road through the permanently frozen terrain. Such work cannot be handled 
by contract without enormous contingencies, standby cost, and wasted effort. 
Construction in isolated areas not accessible from the Territory’s connected 
road system is now handled with maintenance crews and equipment located 
in these areas. Any attempt to contract such work would result in mobilization 
cost frequently in excess of construction costs. 


LIMITATION ON FORCE-ACCOUNT WORK 


Mr. Nucxer. The only other item mentioned by Mr. Ghiglione 
which I should like to submit at this time is that the House recom- 
mended that 15 percent be the limitation on force account, and Mr. 
Ghiglione would like that changed. I should like to read precisely 
what he says. [Reading:] 

The last item requested is restoration to 20 percent the limitation on force- 
account work. If restricted to 15 percent it will seriously handicap construction 
of pioneer roads and development roads in isolated areas of Alaska. Years of 
experience has proved several seasons of stage construction necessary to eStab- 
lish a road through our permanently frozen terrain. Such work cannot be 
handled by contract without enormous contingencies, standby cost, and wasted 
effort. Construction in isolated areas not accessible from Territory’s connected 
road system is now handled with our maintenance crews and equipment located 
in these areas. Any attempt to contract such work would result in mobilization 
costs frequently in excess of construction costs. 

In other words, we are asking that the Road Commission have the 
20-percent limitation instead of the 15-percent limitation for force- 
account work. 

Senator Corvon. Well, now, this is a percentum of the total amount 
appropriated / 

Mr. Nucker. That is right. 

Senator Corpor. And it should have little or no application to the 
work on the main highways because that would be contract in any 
event ¢ 

Mr. Nucxer. That is correct. 
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Senator Corpon. On the basis of the House action, which is 5 per- 
cent less than you desire, you have 15 percent of the total amount ap- 
propriated, and when you take a look at the figure that you have here, 
well, we do not have a breakdown. We have “Construction in prog- 
ress, $4,400,000,” but we do not have a figure here with respect to the 
breakdown in appropriation for local and feeder roads, but it cannot 
be any great percentage of the total. 

Have you any idea what it is? 


ROADS AFFECTED BY LIMITATION 


Mr. Minurr. I could tell you, Mr. Chairman, the roads which are 
affected by this limitation without ascribing the amounts to t 
I can give you the amounts by looking in my briefcase. The roads 
affected by this limitation include the connection to Eagle on the 
Yukon River, which is over country not now having roads. 

Senator Corvon. Now, if that is the case, then the argument that is 
made here does not amount to very much. He is talking about small 
roads in isolated areas and so forth. That, I would think, would ap- 
ply to purely local roads that are scattered here, there, and yonder, 
and not to this chain system that you have here. 

Mr. Miiier. Mr. Chairman, if I might say so at this point, the 
designation of a road as a part of the main system does not make it 
amajorroad. New roads through unstable geographic areas can best 
be constructed by force account to the point where stability of the 
grade can be assured in order to permit the Road Commission to then 
write an adequate and equitable specification with which to contract 
further work on that particular route. 

Senator Corvon. That is substantially $10 million, and you would 
have $1.5 million force account. That ought to be enongh. 

Mr. Mitier. That $1.5 million, Mr. Chairman, would almost cover 
the amount of work which is planned by the Alaska Road Commission 
in the light of this program in its 1954 work program. 

Senator Corpon. So that you could do it all by force account with- 
out letting any contract ? 

Mr. Mitxer. We could do $1.5 million worth of work. There is 
one point I would like to bring to your attention. This same subject 
was discussed very thoroughly before this same committee, and, as I 
remember it, you were present in the summer of 1950. At that time 
the chief engineer of the Associated General Contractors—Mr. 
Knowles, as I remember it—indicated that he and the Alaska Road 
Commission had reached agreement on the type of work which could 
not be contracted. It was not a matter of whether or not the Govern- 
ment should contract it or do it by force account. It was unfeasible 
and impracticable to try to write a specification on certain types of 
roadwork in this area in Alaska. 

The 20-percent limitation has never come close to being exceeded by 
the Alaska Road Commission. The administrative flexibility is re- 
quested to avoid coming back here for deficiency language, not de- 
ficiency money. It is a matter of operating princ iple, not of funds. 

Senator Corpon. A matter of appeal rather than necessity. 

What is next? 


! , 
HCH. 
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ALASKA RATLROAD REVOLVING FUND 


Mr. Nucker. Next is the Alaska Railroad revolving fund. 

Senator Corpon. The Alaska Railroad revolving fund justification 
will be inserted in the record at this point. 

(The justification referred to follows:) 


ALASKA RAILROAD REVOLVING F 
(House hearings, pt. 2, pp. 518-540) 
(P. 30, lines 18 and 15) 


(1) Page 30, line 13, strike out “$15,000” and insert in lieu thereof “$14,000,” 
the estimate, or an increase of $1,000 in the salary limitation 

(2) Page 30, line 15, strike out “$11,000” and insert in lieu thereof “$12,000,” 
the estimate, or an increase of $1,000 in the salary limitation. 


HOUSE REPORT 


In the House report no statement is made concerning the committee’s action 
in reducing salary limitations under this heading. 


JUSTIFICATION 


Explanation of amendments (1) and (2) These amendments restore the 
reduction of $1,000 made by the House in the limitations applicable to salaries 
paid to employees of the Alaska Railroad. 

Officials of the Alaska Railroad are not in the classified service, but they 
should not be discriminated against from a salary standpoint because of this 
fact. Under the present limitat ‘ : ger nr ' 
no more than the equivalent 
step of this grade by $250. 

The Assistant to the General Manager in chargé finance and Administra 
tion, the Chief Engineer, the Superintendent of Operations, the Superintendent 
of Motive Power and Equipment, all of these cannot receive more than the 
Alaska equivalent of grade GS-13 and fall short by $700 of being able to receive 
the top step for this grade. 

Government employees, with no greater respo! lities, ir ‘ashington, D. C 
are paid more than the maximum sal: ’ ame n t Hot bill, and yet 
Alaska Railroad employees must pay i : \ r good 
the Department of Labor found, in Febru: 
in Anchorage than in Seattle, and 

The Alaska Railroad, by agree 
in accordance with an escala 
private railroads in the St 
retary, officials are given the sam 
works both ways, and wages for the rank and file 
next because of the lower Consumer Price Index 
Labor for February 1952 

Under the wage settlement of last year, and 
clause on January 1, 1952, Alaska Railroad wage 
road was in the embarrassing position of being 
of its top officials by equivalent amounts, eit 
reached the statutory limit or fell just short of this 
supervisory officials could receive the full inerea 
them and the top officials were narrowed accor‘ 

Alaska Railroad officials are paid low salaries in comparison ith similar 
officials on private railways and, even in comparison wit p Government offi 
cials in Alaska. Simple justice requires that the Railroad be permitted to 
its highest officials, other than the General Manager, the same relatively smal! 
increases which rank and file employees have received. This cannot be done 
unless the maximum salary limitations are increased. 

Mr. Nucxer. The Alaska Railroad salary item under the Alaska 
revolving fund, Senator, in which we are asking that $14,000 and 
$12,000 be the limiting factors instead of the existing $13,000 and 
$11,000. 


hor 
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Senator Corvon. Who does that go to? 

Mr. Nucker. The $14,000 salary would go to the Assistant General 
Manager of the Alaska Railroad. The $12,000 requested would be 
the maximum salary payable to such individuals as the Superintendent 
of Transportation, the Superintendent of Motive Power, and the Chief 
Engineer ; the top-level operating staff of the railroad would be affected 
by that limitation. 

Senator Corpon. Do these people get any cost-of-living allowance 
or anything ¢ 

Mr. Nucxer. Nothing in addition to the amounts set forth, the 
$11,000 and $13,000. 

Senator Corpon. I think we understand that. 

Mr. Nucker. Thank you very much, 

Senator Corpon. Mr. Bartlett, we appreciate your being here. 

Delegate Bartierr. I appreciate the opportunity of being here, Mr, 
Chairman and Senator Ellender. 


Virotn IsuAnps Corporation 


STATEMENTS OF GORDON SKEOCH, PRESIDENT, VIRGIN ISLANDS 
CORPORATION; MASON BARR, CHIEF, CARIBBEAN BRANCH; 
EMIL SADY, CHIEF, PACIFIC BRANCH; AND Q. M. EDWARDS, 
CHIEF COUNSEL, OFFICE OF TERRITORIES 


REVOLVING FUND 


Senator Corpon. The justification in connection with the revolving 


fund, Virgin Islands Corporation, will be inserted in the record at this 
point. 
(The justification referred to follows :) 


REVOLVING F'unp, Viratn ISLANDS CoRPORATION 
(Revised estimate $1,375,000; act, $1,515,000) 
(House hearings, pt. 2, pp. 551-573) 

(P. 34, line 20) 


Page 34, line 16, strike out “$753,000” and insert in lieu thereof “$1,375,000"— 
the revised estimate, or an increase of $622,000 in the appropriation. 


HOUSE REPORT 


“The committee recommends an appropriation of $903,000 for the activities 
of the Virgin Islands Corporation, a reduction of $1,642,000 below the budget 
estimate of $2,545,000, and a reduction of $853,000 below the current year 
appropriations. 

“Of the amounts allowed, $753,000 is for the revolving fund and is to be used 
as follows: 


“Power facilities and extension of distribution lines on St. Croix . $250, 000 
Power facilities and distribution lines on St. Thomas. ; _ 850, 000 
Sugar mill equipment_ . . Aoruecia meadae e : 3, 000 
Pe a ee ee eA ee ee eee 


“Representatives of the Corporation testified at the time of the hearings that 
the expansion and rehabilitation of power facilities on the two islands would 
make it possible to serve additional customers and thereby increase revenues 
substantially. It was further testified, that power revenues are now covering 
the full cost of operation of the power facilities.” 
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JUBTIFICATION 


The amendment restores the reduction of $622,000 made by the House in 
the revised estimate for this appropriation. This amount is for the following 
activity : 


Activity: Loans: 


Appropriated 1953 - $1, 515, 000 
Revised estimate 1954 1, 375, 000 
House bill 1954__ J 753, 000 
Restoration requested__ ‘ ; ; ‘ 622, 000 


The restoration requested herein will be applied to the following activities: 


(a) Capital investment: 


1. Housing facilities $100, 000 
2. Sugar-mill equipment. _._.—-- ; 35, 000 
3. Agricultural equipment fs 7, 000 
4. Livestock development —_- Se ed . 30, OOO 


$172, 000 
(b) Power division: 
1. Power facilities and extension of distribution 
lines on St. Croix 150, 000 
2. Power facilities and distribution lines on St. 
Thomas 300, 000 


450. 000 
Total restoration requested 622, 000 


The funds for housing facilities are needed to permit the Corporation to make 
badly needed repairs to the houses occupied by its employees 

The funds for sugar-mill equipment are required to enable the Corporation to 
provide vitally needed equipment; additional space for overhauling motors and 
electrical equipment, and for the paving of the factory yard. 

The restoration requested for agricultural equipment is required for the pur 
chase of harvesting tools and equipment necessary to continue the mechanization 
of agricultural activities. 

This program is to provide sire services to develop better grades of cattle and 
livestock in the islands and to demonstrate proper livestock management, 
Cattle raising, particularly on St. Croix, has considerable potentialities. It is the 


second industry to sugar on St. Croix, and this program is tied in to the water- 
conservation and pasture-improvement program approved in the House version 
of the appropriation bill. This is an important program and should be restored. 


The activities of the Corporation will be greatly curtailed unless the funds dis- 
allowed by the House for the power program are restored. The total amount 
requested in the revised budget is required to expand and rehabilitate the 
power facilities of St. Croix, and to build new lines and provide additional 
generating facilities on St. Thomas. 

Senator Cornon. We have next the Manager of the Virgin Islands 
Corporation. The operations is the Virgin Islands, the major portion 
or all, I am not sure, are on the Island of St. Croix? 

Mr. Sxreocu. Major portion. 

Senator Corpon. All right, sir, the floor is yours. I understand 
that you desire to make a presentation with respect to the item on page 
34 of the bill, line 16, where the House allowed $753,000, and you de- 
sire an increase back to the revised estimate of $1,375,000? 

Mr, Sxeocu. Yes, sir. 


RESTORATION OF FUNDS 


Mr. Chairman and members of the committee, I have no formal 
nor prepared statement to make, but I am very grateful for this op- 
yortunity to make an appeal for the reinstatement of the funds in our 
Baadleet that have been seriously and I might say damagingly cut by 
the House Appropriations Committee, 
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The first item is that of our revolving fund. With your permission, 
Mr. Chairman, I might give just a brief summary of our budget as a 
whole? 

Senator Corvon. Let us approach it perhaps this way for a minute. 
A revolving fund ordinarily would be a fund which would be first 
created by an appropriation and the amount appropriated would 
thereafter be expended for some purpose which would result in an 
income which could be used to supplement the fund and thus continue 
its revolution for the specific purpose involved. If that is the type 
of revolving fund that you have for the Virgin Islands Corporation, 
would you confirm that ? 

Mr. Sxrocu. Exactly. 

Senator Corpon. Why do you need its supplementation now or is 
your revolving fund not adequate so that the outgo is balanced by the 
income ¢ 

Mr. Sxrocn. Right on that point, Mr. Chairman, I might say that 
when the Virgin Islands Corporation was chartered in July 1949 for 
the economic rehabilitation and development of the Virgin Islands, 
we were given authority for two kinds of money, one, a revolving fund 
up to $9 million authority and then the right to apply for and get at 
the pleasure of Congress grant funds to perform specific projects that 
would be of a non-cash returnable basis. 

The authority contained in the revolving fund for $9 million was 
never implemented in cash, the fund has never received that amount. 

Senator Corvon. Has it received any amount? 

Mr. Sxrocu. Yes, sir. 

Senator Corpon. How much? 

Mr. Sxerocnu. It has received $1,250,000 in 1950, nothing in 1951, 
















$2,595,000 in 1952, $1,515,000 in 1953, and the request here for this 
year is the amount of $1,375,000. 

Senator Corpon. You have received then $5,360,000 for the revolv 
ing fund. What has been your experience with reference to it, how 
much of that have you expended, and how much has been returned to 
fund ¢ 

Mr. Sxrocu. Well, the original portion of that amount went in tak 
ing over from the old Virgin Islands Company, which was the prede- 
cessor of the Corporation. The funds that were appropriated to the 
revolving fund since that time have been used for the acquisition of 
assets in the form of machinery, equipment, and to operate the project 
as a whole. 


















RETURNS TO FUND 


Senator Corpon. Have there been any returns to the fund? 
Mr. Sxrocu. Yes, sir. 

Senator Corpon. How much? : 

Mr. Sxrocrt. I do not have the actual figure, but the returns to 
the fund come mainly by virtue of our sugar sales; that has run into 
several million dollars, but in the operation of this activity money 
has been lost. 

Senator Corpon. Now with respect then to the revolving fund in 
order that the record will clearly indicate what was intended when 
the fund was established, its purpose was one, to acquire the facilities 
necessary for operation of the Virgin Islands Corporation with the 
thought in mind that the expenditure in the field of, let us say, capital 
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assets would not be immediately returnable as an amount but would 
be set up in such manner that if in time there was a successful and 
profitable operation as a result of the efforts of the corporation, then 
the amount of the revolving fund would be there as a debt to be ex 
tinguished as and when there were profits to apply to it. Is that a 
correct statement ¢ 

Mr. Sxrocnu. Right. 

Senator Corvon. I think that was the situation that we understood 
at the time that the proposition was submitted he Interior and 
Insular Affairs Committee and a new oration up. 

Mr. Sxeocu. There is one further point, Mr. Chairman. 

Senator ELttenper. May I ask a question ? 

Senator Corpon. Yes. 

Senator Eitenper. Then it is not a revolving fund, it is not one 
that would be returned, because after you take out you are not going 
to put back? 

Mr. Sxrocu. We would always have an investment. 

Senator Eirienper. I understand. You take your sugar assets? 

Mr. SKEOCH. That is what I want to come to. 

Senator Eitenper. You are bound to depreciate it. The operation 
costs you more than you take in? 

Mr. Sxeocu. Implicit in the act was the fact that due to the type 
of operations we would be carrying o1 ye if not several of them 
would incur losses. Those losses, { act co templates putting bac k 
into the revolving fund in the nature of grants. 

Senator Corpon. Senator, the situation is a peculiar one in the Vir 
gin Islands. No. 1, in St. Croix years ago there was quite a sizable 
sugar operation, and they had a really lucrative business in rum. 

Senator Etutenprer. I remember that. 


TIE-IN SALES OF LIQUOR 


Senator Corvon. They made a lot of money when during the war 
they had tie-in sales, and if you made a purchase at that time, and 
wanted another type of intoxicating liquor other than rum you xlso 
had to buy rum. In addition to that, there was a scart ity of liquor 
in this country and a big market for rum. There was a big profit 
from that source in those days. Since then the market has substan 
tially gone, I do not know whether they even make rum there. Of 
course, what sugar they have is all tied in with the sugar allotment 

The result is that we found when we went into the case before the 
committee that there was a very good prospect that for some time the 
operation would be a losing operation on the balance-sheet basis, but 
that if we did not continue the operation we would have on our hands 
a terrific relief problem that would represent far more of an outgo 
than would be the net loss occasioned by this operation, and we always 
had at least a faint hope that over a period of years this operation 
might work out. 

Go ahead, Mr. Skeoch. 

Mr. Sxeocn. Well, that has explained it very succinctly. To that 
end we have presented annual budgets since 1949 to draw from this 
fund for our needs. Our revolving fund also, of course, gets money 
from our gross return of our sales. However, up to now, since 1949, 
53 pt. 2 68 
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each year there has been a loss. Insofar as our request this year is 
concerned with the revolving fund we are asking dor it to be aug- 
mented by authority of the appropriation, and we have the request 
for the $325,000 for general operations, 

This is in summary. 

Senator Corpon. Yes. 

Mr. Sxrocu. That mainly covers the sugar activity 


ELECTRIC POWER 


Senator Corpon. What is next? 

Mr. Sxrocn. Next we have the electric-power activity in the island 
of St. Croix for which we asked $400,000, and the power activity in 
the island of St. Thomas for which we asked $650,000. 

Senator Corpon. The first one was $400,000: St. Croix? 

Mr. Sxerocn. Yes, sir; and the other island, St. Thomas, $650,000. 
Therein lies your $1,375,000. 

Senator Corpon. Where is that; the $1,375,000 is from what? 

Mr. Sxeocn. Those three items I just mentioned. 

Senator Corvon. That is the total? 

Mr. Sxeocu. Yes. 


DROUGHT PROBLEMS 


Then for grants, for programs not revenue-bearing, we have pri- 
marily our soil and water conservation activity, for, as I am sure 
this committee knows, one of our serious problems is that of drought 
down there and the conservation of water. 

Senator Corpvon. That is occasioned not by a lack of adequate 
annual rainfall but by lack of rainfall spaced so that you can take 
advantage of it; is that not right? 

Mr. Sxeocu. True; but in addition to which it has been occasioned 
by lack of cultivation in the island as a whole. Years ago we had 
in the island of St. Croix 30,000 acres of cultivation and today we 
have 6,000. As a result, land has packed down and water runs off as 
though it were a duck’s back. I may say for the information of the 
committee that prior to the last 2 years, the 25 years prior to the 
last 2 years, the water table of that island dropped 30 feet. 

Senator Cornon. Where is it now ? 

Mr. Sxeocn. It is starting to come back up. 

Senator Corpon. How far? 

Mr. Sxeocn. I would say that we have gained about 5 feet. 

Senator Cornon. It dropped 30 feet from what level ? 

Mr. Sxrocn. Well, that varies depending on the section of the is- 
land, but I would say generally speaking from 30 to 50 feet. 

Senator Corvon. Take the area that formerly was cultivated. Now 
where is the water table today with reference to the surface of the 
land ? 

Mr. Sxreocu. Anywhere from 30 to 50 feet lower than it was before. 

Senator Eitenprr. What is the total ? 

Senator Corpon. I do not know where it was before. 

Mr. Sxrocu. From zero to 30 before. 

Senator Corpvon. It is now from 30 to 60? 
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Mr. Skeocu. Yes, sir. You see, in some places they had springs 
which is zero. Those springs have dropped out of the picture. In 
other places water was gotten at 30 feet, and now you have to go 60. 

Senator Corpon. At 60 feet or 30 feet, wherever you have to go 
now, is there adequate water ¢ 

Mr. Sxeocu. | would not say adequate water. It can stand up 
under reasonable pumping, but not sustained puraping. 

Senator Corvon. I happen to have a friend who has an investment 
down there, a Mr. Howard Wall. I had an opportunity to discuss 
this matter with him this spring. I have not had a chance to see Mr. 
Canaday, he has an operation down there, but my discussion with 
Mr. Wall indicated that as a result of his efforts on his own ranch 
there, he was finding that you could bring back that water table, raise 
it, get it usable, and also you could save a lot of water at high eleva 
tions in small dams. 

Mr. Sxeocnu. That is right, 

Senator Corpon. What are you doing with respect to the funds that 
ire granted to you?! 


CONSTRUCTION OF DAMS 


Mr. Sxrocu. We are the ones that are building those dams that are 
upping the water table. 

Senator Corvon. Are those built at Government expense just as a 
general rehabilitation perhaps ? 

Mr. Sxrocn. Yes; it is because the water can then be pumped from 
underground and that opportunity is available to everyone in the 
area whereas the person who gives the spot for the dam has to forego 
that amount of land. 

Senator Corpvon. What has been your experience in doing that kind 
of work up to now? 

Mr. Sxeocu. In the 18 months that we have been doing it in certain 
sections where we have been doing it we haye noticed an improvement 
of 5 feet in the water table. 

Senator Corpon. Of the amount of land that is now in cultivation, 
I believe you said it was 6,000 acres? 

Mr. Sxrocu. That is right. 

Senator Corpon. How much of that land is operated by the Virgin 
Islands Corp. ? 

Mr. Sxeocu. I was speaking of cane, about 3,800 acres. 

Senator Corpon. Is your land being improved by virtue of this 
rehabilitation and building of dams? 

Mr. Sxrocu. Yes, sir, because we are doing that specifically with 
that in mind. 

Senator Corpon. It is actually showing a result? 

Mr. Sxeocu. Positively. 

Senator Corpon. You are not guessing? 

Mr. Sxeocu. I am not guessing; positively so. 

Senator Corpon. Is it showing a result in increased production for 
an acre of your cane? 

Mr. Sxrocu. That is frankly too soon to judge. We have to build 
it up substantially more, but it is having a very direct effect on our 
livestock program for when the droughts come along we can supply 
the cattle adequately now from wells in the areas in which we have 
worked. 
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Senator ELtenper. Since you have been suffering these losses on 
sugar as you have indicated, would it be possible for you to get out of 
the sugar business gradually and get into something else th: it might 
be less | costly to the Government ? 

Mr. Sxeocn. That is something we have been working and still 
are working on, but, Senator, we have to find the thing to replace sugar 
with. If we stop sugar today or next year, we would have no main 
backbone to the economy or employment to give the people. 


SUGAR LOSSES 


Senator Ertenper. What are your losses on an average per year on 
sugar ¢ 

Mr. Sxrocn. The losses last year were $592,000. 

Senator Ettenper. How many people does that sustain? 

Mr. Sxrocn. We employ during the harvest season 

Senator Ettenper. No; I mean—— 

Mr. Sxeocn. As an average? 

Senator Ettenper. Yes; during the year. 

Mr. Sxrocn. About 1,000 people directly. Indirectly it affects, I 
would say, 5,000 people. By indirectly I mean the families of those 
people and the people in that respect who in turn give them services, 
shopkeepers, and what have you. 

Senator Corpon. When you say directly 1,000 people, you are speak- 
ing of 1,000 employees? 

Mr. Sxrocu. Yes, sir. 

Senator ELtenver. To cultivate 3,800 acres? 


SUGAR MILL OPERATION 


Mr. Sxrocu. Well, we have a lot of other activities besides that, sir. 
For instance the operation of the sugar mill. That takes quite a 
number of people. 

Senator ELLENDER. But you do that 3 or 4 months of the yea 

Mr. Sxeocu. We do that 6 months of the year, sir. 

nator ELLeNpeR. Six months ? 

Mr. Sknocu. Yes, sir. 

Senator Ertenper. What is your capacity ? 

Mr. Sxrocn. The capacity of that mill is now 1,400 tons a day. 

Senator Evtenver. Per day? 

Mr. Sxrocu. Yes, sir. 

Senator ELLenper. And you operate 6 months? 

Mr. Sxrocn. Because we cannot get full capacity out of the mill 
the whole time. There are conditions there such as shortage of cane 
coming in at times. 

Senator Etitenper. That is why your loss is so great, your cost of 
production is so much ? 

Mr. Sxsocn. That is one of the things we have to overcome, and 
that is one of the things we are working on also. We have been im- 
proving that sugar mill and our facilities to handle it to the point 
where we want to get our crop down to not over 120 days, which is 
{ months, calendar days. 
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Another very important factor that adds to our loss in sugar is our 
inadequate sugar quota. We have a quota this year of one 12,000 
tons, Whereas we will produce about 15,000 tons. Last year we had a 
quota of 6,000 tons only. When I say quota I mean the United 
States m: arket. W e produced 11,500. T he diffe ‘rence betwee n the 6 00 
and the 11,500 we had to sell in the world market. We took a loss due 
to the differential in price of about $220,000 on that one item. 

Getting back to the labor angle of it, 1 may say that down there we 
do all our harvesting by hand, we have no harvesting machines. They 
are working on it, but none have so far been satisfactorily develop cl 
to the point that they can be 1 ies in harvesting the cane. The ca 

s heavy, lies down aa get ted. Chat is true of the cane in Puerto 
aie d uba as well. 

Senator ELtenper. If your idea is to give employment, it would be 
folly for you to get machines down there; would it not ? 

Mr. Sxrocnu. No, sir; it would not, because we have the same prob- 
lem that is inherent in any sugar operation in that during the har- 
vesting season you need 3 to 4 times the manpower that you do during 
the fall season. What we are setting our sight for is to give year- 
round employment to the people, but that requires that we have that 
augmented, the labor force, during the harvesting season for a man 
can grow at least three times as much cane as he can harvest during 
the harvesting season. 

LAND POTENTIAL 


Senator Ettenper. What is your land potential down there? You 
say you are now cultivating 3.800 acres. How much more could you 
cultivate if you had the water ? 

Mr. Sxrocn. And the quota. I think a sound production would put 
us up to 20,000 tons of sugar. That would make a feasible and efficient 
operation. 

I may also say that with improved methods of cultivation, which we 
have brought into being—I say we, I am speaking of the Virgin Is- 
lands Corp.—we have raised the tonnage in sugarcane per acre from 
12 tons to 2834 tons. 

Senator Ettenper. Different varieties? 

Mr. Sxeocn. And fertilizing, different methods of planting and 
cultivation and what have you. 

Senator ELtenper. You grow in 18 months. 

Mr. Sxrocn. The first crop is 18 months, thereafter 12 months. 

So far as our power operation is concerned, I should like to say that 
in the island of St. Croix and in the island of St. Thomas our opera- 
tions in no way conflict with private interests or their desires. Pri- 

vate interest has been unwilling because they have been financially 
unable to do the job. In St. Croix we had two electrical systems up 
to a few years ago. 

Senator Corvon. Before you proceed, that answer you gave awhile 
ago, in this 3,800 acres of sugar crop that you have now, does the cor- 
poration itself plant, harvest the whole 3,800 acres, or does it let out 
small tracts to individual growers? 
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Mr. Sxeocn. The figure of 3,800 acres that we are growing in sugar- 
cane is done purely by the corporation. In addition to that, we have 
500 outside growers. 

Senator Corvon. About what acreage? 

Mr. Sxrocu. With about 2,000 or 2,200 acres. 

Senator Corpon. What is the experience with reference to those 
growers as to amount or volume of cane per acre as compared to yours? 
Are you helping them, or are they going along in the same way? 

Mr. Sxrocu. We are doing our best to help. them. Many of them 
it is almost impossible to help because their operations are much too 
small, Mr. Chairman. 

Senator Cornon. Do they own their own land ? 

Mr. Sxeocn. Most of them do. 


LEASING OF LAND 


Senator Corvon. Would it be possible, I assume it would be, and if 
so would it be feasible for the Virgin Islands Corp. to let out a portion 
of its acreage to individual growers? 

Mr. Sxrocu. I believe it would be entirely feasible and proper, and 
I have been working toward that end. Last year, for example, we 
had an area of land that had been under lease from the Vi irgin Islands 
Co., our predecessor; it was 600 acres of land. The owner r of it indi- 
cated his willingness and ability to take it over. I immediately broke 
the lease and turned it back to him. He is now operating it. In addi- 
tion to that, we have set aside, but met with little success, I must ad- 
mit, areas of land to try and encourage the very small growers to come 
out of the various hills and unsuited places to take that land up on any 
sort of an arrangement that I could work out, because it would be more 
to their interest and to their benefit. I speak of 500 outside growers 
other than the corporation. 

Of that I venture to say that 480 grow from half an acre to 3 acres. 
It poses a terrific problem to us, and it poses a big loss to them. Our 
problem in that, I think, is an educational one and one which we are 
now working on in conjunction with the agricultural station that has 
recently been opened down there. It is one that I feel some headway 
must be made in, but it will take a few years. 


AGRICULTURAL STATION 


Senator Corvon. Now, then,let me ask you another question. What 
has ever happened to the Department of Interior’s agricultural sta- 
tion that was over the hump from St. Croix when I was there ? 

Mr. Sxrocn. Are you speaking of the one in St. Thomas or St. 
Croix ? 

Senator Corpon. St. Thomas. 

Mr. Sxrocn. That is still there hanging on by a thread under mu- 
nicipal operation. Its future is very poor because of lack of finances. 

Senator Corpon. It was poor because of its location, too, on the 
mountainside, just hanging, was it not? 

Mr. Sxrocu. However, the emphasis by the Department of Agri 
culture is being put on the station in St. Croix as therein lies our 
agricultural opportunity. 
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Senator Corpvon. Is that agricultural station that is operated by 
the Department of Agriculture, as it should be, on St. Croix taken. care 
of in the Virgin Islands Corp. or is it taken care of in the Agriculture 
Department ¢ 

Mr. Sxeocn. It is taken care of by the Agriculture Department. 

Senator Corpon. Agricultural appropriation, I meant to say. 

Mr. Sxrocn. Yes, sir. We made provision of an area and buildings 
available to them for their work banda implicit in their legislation 
was the fact that they would work very closely with us. Many of the 
experiments that will be carried out will be carried out on our land. 


WINTER TOMATO MARKETING 


Senator Corvon. Somebody had a bright idea here a year or two 
ago that you could go into the business of tomato r aising and put to- 
matoes on the market in New York City at Christmastime or some- 
thing like that. What happened to it? 

Mr. Sxerocu. Yes, sir; quite correct, and for your information I 
may say I was the mainspring in that. We worked on that as a 
private company entirely for 2 years and met with sufficient success, 
even an a small loss the first year, to encourage us into the sec- 
ond year. The second year we were licked by a p yhenomenon that we 
hope will not occur again in the fact that just at the beginning of our 
harvest season, which is our dry season normally, referred to as our 
crop season, we had 10 inches of rain in 3 days and thus went the 
tomatoes. 


LACK OF TRANSPORTATION 


However, one of the serious obstacles to us in that operation, apart 
from the deluge that we had, was the fact of transportation, and there 
is a crying need in the island for that. That gets back to something 
I should like to mention but I seem to digress here a bit. 

Senator Corpon. If you have adequate good transport, there would 
not be any difficulty about transportation coming and getting it? 

Mr. Sxeocn. Except for one thing; we need a dock there, and we 
have needed it badly for years, and each year we need it worse. That 
toa large extent is subscribing to our losses here. 

Senator Corvon. Do you ship by boat ? 

Mr. Sxezocu. By lighters between shore and ship. The operation 
is slow, and freight rates are high. We are paying substantially 
higher freight rates on hauling our sugar to the United States than 
Puerto Rico does, and yet we are both the same distance. The reason 
for that is the steamship companies that call in there say they lose 
too much time, and their ships cost them about $ $2,000 a day to operate 
and until they can come in and dock properly they cannot lower the 
rates nor are they really interested in calling. 


ELECTRIC POWER 


Mr. Sxeocn. I then get to power, sir. In power the island of St. 
Croix was operated by a private company to both towns. They are 
sometimes called cities, but I think more properly towns. In the 
rural district the REA made a loan to the Virgin Islands Company, 
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as it was then, who acted as the sponsors, and they built a plant to 
supply the rural areas. 

The plants in town that were privately operated were the old type 
of direct-current plants and could not handle the increased load. The 
municipalities then exercised a franchise under which the private 
company was working and took over the company. At that time they 
tried to get the Virgin Islands Company as sponsors for REA to take 
over the whole operation, but due to the limitations of the REA Act 
they could do no financing that would encroach or deal with urban 
areas. 

So inasmuch as the municipalities could not operate them and were 
losing money heavily on them, in desperation they applied to us, and 
we applied to Congress, and we were given the money to buy out, to 
pay out, the REA and buy out the town plants from the municipal 
government. We enlarged our operation there, and we supply the 
electricity now for the entire island of St. Croix. 

[ may say that that project is paying its way and making a little bit 
of money. When I say paying its way, I mean full amortization, 
interest, overhead, and payments in lieu of taxes, comparable to the 
land and property taxes that any other private company would have 
to pay there. 

Senator Corpon. I congratulate you on that showing. 

Senator ELLeENpER. What becomes of the profits? Do they go into 
this revolving fund? 

Mr. Sxrocu. Yes, sir. The same situation occurred in St. Thomas, 
and we an got an appropriation last year, and as of the Ist of 
December 1952, we took over that operation. Now we took over both 
operations when they were right down on their heels. They could not 
meet the demand, they did not have the facilities either in generation 
or distribution. 

In the case of the island of St. Thomas, the plant there was and still 
is owned by the Navy Department, and now under an operating lease 
tous. The old direct current plant that was operated just wore out, 
was not able to function any longer. 

Now the need for these funds is to put in the additional equipment 
needed. 

Senator Corpon. In St. Thomas? 

Mr. Skeocu. In St. Thomas and in St. Croix. However, I would 
like to tell you this, sir, that we got an appropriation to do a portion 
of this work last year, and we are asking for this amount this year. 
If and as we get this amount, that will be the last funds that we will 
require and ask for the power situation at least for the foreseeable 
future. Ifin5 years’ time the thing sprung up to such an extent that 
we needed initial investment for more generi ation capac ity, possibly, 
but so far as we can see and with the normal growth that we anticip: te 
the funds that we are asking now wil] bea final request in this respect. 

Senator Extenver. Is this to buy engines and generators? 

Mr. Sxrocn. That is right; yes, sir. We operate down there en- 
tirely on diesel-plant basis. 

Senator Eititenper. Diesel oil? 

Mr. Sxeocn. Yes, sir. 
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AGRICULTURAL EQUIPMENT 


Senator E:.tenper. What is this agricultural equipment you are 
asking for here, $150,000¢ Is that to operate the sugar ¢ 

Mr. Sxrocu. For our field-equipment work. 

Senator E.ttenper. Tractors? 

Mr. Sxrocn. Tractors; yes, sir. I may say that when we took over 
from the Virgin Islands Company their field equipment was pretty 
well shot. We have not had a chance in this corporation to build up 
an adequate depreciation reserve, hence we have to replace the worn- 
out equipment and put this in. I must also mention, Senator, that we 
do all the field work for all of the outside or small growers. 

Senator ELtenper. You mean on toll basis? 

Mr. Sxrocn. Yes, sir, we charge them for it. We keep our charges 
just about at the break-even point. 


HOUSE ALLOWANCES 


Senator Corpon. I note that the House granted you $753,000 and 
provided that it was to be used as follows: Power facilities and es- 
tablishing of distribution lines on St. Croix, $250,000, and the same on 
St. Thomas, $350,000; for sugar-mill equipment $3,000, and for agri- 
cultural equipment $150,000. Now you indicate in your request for 
the increase of $622,000 that of that amount you would expend 
$150,000 for power facilities and extension of lines on St. Croix and 
$300,000 on St. Thomas? : 

Mr. Sxerocn. Yes, sir. 

Senator Corpon. That would mean that you would have for St. 
Thomas $650,000 and for St. Croix $400,000 ? 

Mr. Sxrnocu. Yes, sir. 

Senator Cornon. Were those your revised estimate requests for 
those purposes / 

Mr. Sxrocn. Yes, sir. 

Senator Corpon. Are these additional amounts essential for you to 
meet the present demands of the two items? 

Mr. Sxrocu. They are, Mr. Chairman, because if we were to embark 
on a program that was limited to $250,000 in the case of St. Croix and 

$350,000 in St. Thomas we would not be able to do a balanced job. 
W hich comes first, the chicken or theegg? Do we put it in generating 
capac ity and then not be able to put it ‘out in distribution lines, or do 
we get the distribution lines and not have the generating capac ity? 2 

Senator Corpon. Suppose you did not build too n uch generation 
capacity and you did not put in too many transmission lines, could you 
do it then? 

Mr. Sxeocu. Hardly, sir, because then we could not take care of 
the people. We have 400 customers in St. Croix that need service, and 
we have about the same number in St. Thomas. 

Senator Corpon. You say to this committee that if the amount is 
appropriated for power on the two items that you now have the 

market for the additional power and that so far as power is concerned 
it will be a sound commercial investment ? 

Mr. Sxrocn. Unequivocally. 

Senator E.tenver. Senator, I wanted to ask this question: You 
obtained the other funds from REA ? 
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Mr. Skxeocu. But they have been paid back. 

Senator ELtenper. From whom did you obtain the money to pur- 
chase—direct appropriation ¢ 

Mr. Sxnocn. Yes, sir; direct appropriation. 

Senator Ex.renper. All right. 

Mr. Sxeocn. You see, Senator, in the case of St. Thomas especially, 
we are not even properly supplying the people that we have con- 
nected. We had a breakdown 3 weeks ago, and the whole airport 
section had to be thrown out of light. We are that close on it. I 
mean, we have absolutely no margin that we can trade on for a bit, 
We have traded on it bit by bit, and now the whole thing is in bits, 


HOUSING 


Senator Corpon. All right. Now, that would be $450,000 restora- 
tion in the power field. You then ask for housing, $100,000 for that. 
These are housing facilities for whom and where and what kind ? 

Mr. Sxeocu. Yes, sir; that is for use in our sugar operation. 

Senator Corvon. What are the people living in now ? 

Mr. Sxeocu. Some of them are not living in anything. Such as 
they are living in is falling down. I do not mean to tell you that all 
of our houses are in bad shape, but I would say that the majority are, 
and it is essential in your sugar operation to have your operators 
and supervisors living as close to the site as possible. They cannot 
come and go 15 miles. 

Senator Corvon. About 20 miles would be as far as they could go; 
is that not right? 

Mr. Sxeocn. That is right, sir; but it is 10 miles both ways, sir. 

Senator Cornon. Now with respect to the housing facilities, how 
many units would you build out of $100,000, and if you are going to 
want more money later, how much is it going to be? Let us have 
an idea of your program. 

Mr. Sxrocu. I expect that in the housing case this would be a final 
request also. It will build approximately 50 new units, but it will 
also repair, and the word “repair” has to be stretched because it is 
really rebuild—several of the units, say, about 12. 

Senator Corvon. You are fortunate in one respect; you do not 
have to protect against snow and that sort of thing. 

Mr. Sxrocu. No, but we have to build against hurricanes. 

Senator Corpon. That is troublesome. 

Your sugar mill equipment, they allowed you $3,000, and you wanted 
$35,000. That would be $38,000. What have you to say about that 
item? Suppose you did not get any, where would you be? 

Mr. Sxrocn. I must be frank and say that the mill could operate and 
continue to run, but, Mr. Chairman, it would not run efficiently; 
$20,000 of that amount is need to pave the yard. 

Senator ELitenper. What? 


PAVING OF SUGARCANE YARD 


Mr. Sxrocu. Pave the yard where they pile the cane up. At pres- 
ent it is done right on the earth. As a result, when the cane goes 
through the conveyor in the mill a terrific amount of dirt goes in with 
it, and clogs up our strainers and our lines and pumps. 
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Senator Corpon. Where do you pile your cane? 

Senator Ertenper. On the ground. That m: vy be an old mill. 

Mr. Sxrocu. The majority of the mills in Puerto Rico are paved. 
This is a one-shot job. 

Senator Corpon. All right. 

Mr. Sxrocn. I consider that an important item, but I cannot say 
to the committee that the mill could not operate without it, but I will 
say that we are spending several thousand dollars a year, probably 
about, oh, $5,000 to $6,000 each year in pumps and strainers and pipes 
and lines that are being worn out much before their normal time be- 

cause of wear and tear. ‘ 

Senator Exttenpver. Because of the dirt which you pick up? 

Mr. Sxeocnu. Yes, sir. 

Senator Corpon. That is $20,000 out of $38,000. What about the 
other $18,000? I am going into this meticulously in detail because 
this is one of the toughest items we have in this bill; it is the hardest 
to understand. 

Mr. Sxrocu. I will do my best to make this clear. Three thousand 
dollars of that amount would be for the purchase of 2 switchgears to 
be installed with our new 150-horsepower motors. It is dangerous to 
operate them without that. That is the $3,000 I presume that has been 
allowed. We have $3,600 and $11,400, which makes up the dif- 
ference. 

Senator ELteNpER. Why? 

Mr. Sxeocu. The one is for a temperature room for our electric 
motors during the fall. We suffer from a lot of humidity down there, 
especially in the fall, and have a lot of trouble keeping our motors 


oy. 
Senator Corpon. You mean you would move your motors from their 
place of operation and store them, as it were, in a dried atmosphere? 


FORKLIFT TRUCK 


Mr. Sxrocu. That is right, sir; in a room which is warmed. 

The $11,400 is required mainly for a forklift truck for the storing 
of our sugar in the warehouse. 

Senator Corpon. Proceed, sir. 

Mr. Sxorcn. The $11,400 that forklift truck would take $7,000 of 
it, and the other items are for use in our machine shop to take care 
of our own repairs. 

Senator Corpon. That seems to take care of your request in item- 
ized form; does it not? 

Mr. Sxeocu. Yes, sir; I feel it does insofar as the revolving fund 
is concerned. 

Mr. Chairman, it appears that I did not cover one item in our re- 
volving fund, and that is the item of livestock development, $30,000. 

Senator Corpon. I overlooked it. 

Mr. Sxeoon. Thank you. 


IMPROVEMENT OF LIVESTOCK 
That program, sir, works in conjunction with our land and water 


program. It is a program designed to improve and upgrade the 
livestock that we have on the island. Livestock, the raising of beef, 
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is our second industry, second to sugarcane. It is a very important 
one, and one that has a substantial potential for our land that we 
should not and cannot use for sugar production or for any other ag- 
ricultural crop and livestock is the answer. 

Senator Corvon. About what acreage would you say would come 
within that category ¢ 

Mr. Sxrocn. Well, possibly twenty or twenty-five thousand acres 
of land should be devoted to livestock. Much of it is being done now, 
devoted to livestock, but in a very poor and inefficient way. We have 
an unlimited market for beef in the island of Puerto Rico. They are 
getting more and more industrialized and have developed agricul- 
turally very highly and are very, very heavily populated. As such 
they buy all the beef we produce or can hope to produce. 

Senator Corpon. If we were to allow you this money for your live- 
we k development, you will tell me in a minute how you will expend 
, but if we allowed it, would it be creating another business to guar- 

Pe a greater loss, or is there some hope for this? 

Mr. Sxeocn. This program, if it is properly run, will have to make 
a loss for a few years. After the few years, and when I say a few 
years, I mean 3 or 4 years, it can _ be decided that it has accom- 
plished its purpose and stop it, or the Corporation can continue a 
profitable business even though limited in the livestock field. 

Senator Corvon. Do you mean by that that it may be possible to 
operate a smaller livestock venture profitably, but you are attempting 
a marginal operation in the hope that you could make that profitable ; 
is that the idea? 

Mr. Sxkrocnu. No; the essence of this program is to he Ip the rest of 
the island and the cattle growers as a demonstration program, one, in 
the grade and type of animal to grow, and, two, proper pasture 
management. 

Senator Corpvon. So if you fail you will fail because the islanders 
themselves cannot be taught or will not be taught ? 

Mr. Skrocn. Yes; you might put it that way. 

Senator E.ienper. That station that was recently established, I 
thought agriculture was going to take that over 

Mr. Sxrocu. They have not the land available. We have the land 
available. 

Senator Cornon. Why could you not turn it over to them? 

Senator Eirenper. That is the point. 

Mr. Sxrocn. They will be playing their part in it from the technical 
point of view. When I speak of m: aking a loss, it is going to be a very 
small loss. We will have income from it, but to breed up the proper 
bulls as sires and to make those available to the island and to get 

people really interested, we will sell them just about on the cost basis. 

We will not particularly lose, but where this program will lose is in 
the dollar apportionment of our overhead, you might say. I cannot 
forecast an actual loss at this time, but I would say that it would not 
exceed $8,000 to $10,000 for the first year and progressively less, 


APPROVAL OF PROGRAM BY BOARD OF DIRECTORS 
Senator Corvon. Is this a program that your board of directors has 


O. Kid? 
Mr. Sxrocn. Yes, sir. 
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Senator Corpon. They have gone into the matter ‘ 

Mr. Sxrocu. You see, it is almost imp ylicit the wi ay the board, I 
think, views it and speaking for management, that we should do things 
of this nature that are constructive in the long run. We have a live 
stock gross operation privately down there of $100,000 a year. There 
is no good reason why that should not amount to half a million. But 
it can only be done if these things can be shown and performed and 
made available. From there on the people will either take it or 
leave it. 

Senator Corvon. The Chair agrees with you that that was the view 
that was presented when that corporation was formed. I think the 
members of the Interior and Insular Affairs Committee, we called 
before us people who had themselves interests there, and not only 
financial interests but were interested in trying to do something there. 
It was perfectly clear that this was a situation where you were going 
to have to evolve programs and sustain losses = a hope that they 
would lessen as the years went by, and with at least a faint hope that 
somewhere in the distant future the »y would bre: = even and perhaps 
show a profit. 

Mr. Skxrocu. That is right, sir. 

Senator Corpon. That would appear to take care of the revolving 
fund so far as the record is concerned. 

Mr. Skrocu. Yes, sir. 


GRANTS 


Senator Corvon. Now we have the grants. 

Mr. Sxrocn. In the grants comprising a total of $1,080,000, that is 
made up of four parts. We had originally requested $100,000 for our 
soil and water program which is a vital program. Under the revised 
budget limitation we cut that to $50,000 for the ensuing year. The 
House was kind enough to raise that amount to $150,000. It is a very 
important program, an essential program, but I must be frank and 

say ths at I believe it woul l be better for us to get $50,000 this yeal and 
another $50,000 next year, and probably a third $50,000 than to get 
the $150,000 in this 1 year. We can do it more constructively and on a 
aie basis. So our request in there is for only $50,000. 


FORESTRY PROGRAM 


We then come, if I may skip one item, and take up the forestry pro- 
gram; there was an original request for $50,000 there, and that has 
been cut to $10,000. 

Senator Corvon. Why? 

Mr. Sxeocu. To initiate the program. That is a program that 
should have started many, many years ago. Each year it just gets 
more necessary. 

Senator Corvon. What do you want to forest, or do you want to pro- 
tect what you have? 

Mr. Sxrocu. No; essentially to rebuild on the slopes, because it is a 
part and parcel of the water and soil conservation. 

Senator Corpon. What would they plant? 

Mr. Sxrocu. Largely, mahogany cae in that they grow very well 
on steep slopes and ground that is very shallow, hold the land together, 
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and eventually will be worth considerable money in the timber, 
the mahogany. 

Senator Cornon. They will prevent erosion and have shallow roots? 

Mr. Sxrocu. Yes, sir; the primary purpose is because of erosion. 

Senator Corpon. Could you get that by planting any type of a 
forage crop, grass of any type? 

Mr. Sxrocu. Not on those steep slopes, sir. 

Senator Corvon. Are you doing anything in that field 

Mr. Sxrocu. We are working on forage grasses; that is part of our 
livestock-development program, which takes in e xperimentation with 
various grasses. 

Senator Corpon. Have you discussed your forestry program with 
the experts in the Department of Forestry of the Department of Agri- 
culture ? 

Mr. Sxrocu. Yes, sir; I have, and the Forestry Department en 
dorses it fully. 

Senator Cornon. $10,000 will get you started ? 

Mr. Sxrocn. Will get us started on it. 

Senator Cornon. Now we have had the conservation program or, 
as you call it, the forestry program. 


TOURIST PROGRAM 


Mr. Sxrocn. We come to the tourist-promotion program, 

Senator Corpon. The chamber of commerce field ? 

Mr. Sxrocn. Yes and no, in that again, as you so well put it, Mr 
Chairman, a few minutes ago as to the implicit intention in that bill, 
149, tourism in the Virgin Islands, especially in the Island of St. 
Thomas, is their livelihood. It is a program that has grown im 
mensely. Tourism in the Virgin Islands is bringing in annually now 
$5 million gross business. 

Senator Corvon. Could you give us that back over a period of 3 o1 
4 years? Is there a reason: ably rapid increase ? 

Mr. Sxrocu. There has been a tremendous increase. 


TOURIST’S EFFECT ON BUSINESS 


Senator Ex.itenper. To what extent do the businesses that are 
located on the island benefit from this tourism, and do they contribute ? 

Mr. Skrocu. They do benefit, and they contribute, too. They con 
tribute and do a large measure of their own advertising. 

Senator Extenper. How much is spent by the Government and by 
the people there, business people on tourism ¢ 

Mr. Sxeocn. In our particular operation in the program, it is on a 
matching basis with municipal funds. 

Senator Corpon. Fifty-fitty? 

Mr. Sxeocn. Yes, sir. 

Senator Eitenper. I presume the municipalities collect from the 
business people ? 

Mr. Sxrocn. They do. 

Senator Cornon. If I remember correctly, you had some difficulty 
down there, and I am not certain if it is the Virgin Islands Corporation, 
but somebody took a lease on the Bluebeard Castle in St. Thomas, 
and it is hard to pry him loose? 
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Mr. Sxeocu. Yes, sir; that just about covers it. 

Senator Corvon. Well, was that a Virgin Island Corporation deal? 
Mr. Skrocu. That was an inheritance of ours, sir. 

Senator Corpon. It was already there ? 


BLUEBEARD CASTLE HOTEL 


Mr. Sxeocu. That Bluebeard Castle Hotel was put up in the old 
days under the WPA program. It ‘vas owned by the Department 
of the Interior, and at the time of the creation of the corporation, 
and under bill 149, that was thrown into the operations of the corpora 
tion. Along with it came the— 

Senator Corpon. Is this a sales contract that is outstanding or a 
lease ? 

Mr. Sxeocn. It is presently a lease that has purchase rights in 
it, and that is now being negotiated to have done with it. 

Senator Corpon. Are you getting anywhere / 

Mr. Sxeocnu. I think so, sir. It is being handled by the Legal 
Department. of Interior. 

Senator Corpon. There has been the construction of a modern hotel 
in Charlotte Amalie, has there not ? 

Mr. Sxeocn. That is right, the Virgin Isles Hotel. 

Senator Corpon. Is it deemed successful ? 

Mr. Sxeocu. I would say, apparently yes. It isa big venture. 

Senator Corvon. That is outside capital 4 

Mr. Sxeocu. Yes, sir; private capital. 

Senator Corpon. We cannot lose anything ¢ 

Mr. Sxrocn, No, for once, that is mght, sir. 

Senator ELLenprr. How many rooms are in it? 

Mr. Skeocu. One hundred and thirty-two. 

Senator E.tenper. One hundred and thirty-two rooms? 

Mr. Sxrocn. One hundred and thirty-two rooms. 

Mr. Barr. It is quite a luxury hotel. 


GRANTS, VIRGIN ISLANDS CORPORATION 


Senator Corpon. Now we seem to have come down to the meat that 
is not in the coconut, the operating losses. 

The justification will be inserted in the record at this point. 

(The justification referred to follows:) 


GRANTS, VIRGIN ISLANDS CORPORATION 
(Revised estimate, $1,080,000; act, $241,000) 


(House hearings, pt. 2, pp. 551-573) 


(P. 34, line 23) 


Page 34, line 19 strike out “$150,000” and insert in lieu thereof “$1,080,000”, 
the revised estimate, or an increase of $930,000 in the appropriation 


HOUSE REPORT 


“A total of $150,000 has been allowed for the grants item and is to be used 
entirely for the soil and moisture conservation program. 

“The full amount of $987,925 requested for making up operating losses of the 
corporation in 1952 and those estimated for 1954 is disallowed. The committee 
insists that the corporation be put on a self-sustaining basis and sees no reason 
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why it cannot be operated in that fashion. At this time it seems highly inappro- 
priate that additional taxpayer dollars should be diverted to make up losses in the 
operation of this corporation.” 


JUSTIFICATION 


The amendment restores the reduction of $930,000 made by the House in the 
revised estimate for this appropriation. ‘This amount is distributed to activities 
as follows: 





Activity Appropriated| Revised esti House bill Restoration 
’ . 1953 mate 1954 1954 requested 


1. Operating losses -- $111, 000 $987, 925 $987, 925 
2. Programs not predominantly of a revenue- 
producing character ltiecmnmnetie 130, 000 92, 075 $150, 000 — 57, 925 
— — | —___4___-__ | - — 
1, 080, 000 150, 000 | 930, 000 


241, 000 


Under operating losses the amount requested to be restored is $987,925. This 
represents $587,925 to be applied against actual losses sustained in 1952 and 
$400,000 estimated as losses in fiscal 1954. The law authorizing the incorpora- 
tion of the Virgin Islands Corporation (Public Law 149, 81st Cong.) was enacted 
to aid in the economic development of the Virgin Islands, and the purpose of 
the Corporation therefore, primarily is to provide employment in the islands 
rather than to produce a profit through its activities. Unless funds are appro- 
priated to cover losses, as provided by the law, the Corporation would have 
to deplete its working capital and also its reserve for replacement and eventually 
would have to apply for larger appropriations. 

The following projects are included in the amount requested for the 1954 
program under grants: 

a RII cei on ene steeped lcirdaln eentgtapsai naan oeditsaieal $987,925 
2. Programs not predominantly of a revenue producing character: 
(a) Water and soil conservation program 50, 000 
(vb) Promotion and development of tourism 32, O75 
(c) Forestry program 10, 000 


Total 92, O75 


EINE © IIE, ssennshiinicimnaininedinieiptn retaining addin tana 1, 080, 000 


The Corporation feels that it can do a good job with the $50,000 requested 
in the revised budget. While it appreciates that the House recommendation 
of $150,000 would permit an accelerated program for water and soil conserva- 
tion, it does not believe that it would be wise to reduce any other activities 
in order to retain the additional amount approved for this program and still 
remain within the total budget approved for the Virgin Islands Corporation. 

rhe amount of $32,075 requested for the promotion and development of tourism 
will be used to assist the Virgin Islands Tourist Development Board in financ- 
ing its general advertising; distribution of brochures, folders, and handbooks; 
travel expenses ; maps; local educational program ; and motion pictures. 

The $10,000 requested for the forestry program covers the initial costs of 
getting the project started which includes the purchase of equipment, establish- 
ment of a tree nursery, and reimbursement of the Forest Experiment Station 
in Puerto Rico for technical assistance. 


OPERATING LOSSES 


Mr. Sxrocu. We come now to the operating losses of $987,925. 

Senator ELtenper. Repeat that, please. How much? 

Mr. Sxrocu. $987,925. I would like to break that down. 

Under the law we have to project our losses in advance of making 
them. That means that of the $987,925, $400,000 is projected for the 
year 1953. 
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Senator Corpon. 1953 is about over. 

Mr. Skeocn. 1954. 

Senator Corpon. That is the coming fiscal year beginning on 
July 1. 

Mr. Sxeocn. Yes, sir. 

Senator Corpon. All right. 

Mr. Barr. For a crop that has not been started pm 

Mr. Skrocn, $587,925 is the actual balance of loss for the year 
1952 

Senator ELLENpeR. You misjudged by that much last year? 

Mr. Sxeocu. I did not: no, sir. 

Senator ELLeENpER. Whoever did. 

Mr. Skxrocn. It was misjudged by that amount. The actual loss 
was $592,679. 

Senator Corpon. Then you have 1953 where you are supposed t 
have had money appropriated last year to meet losses. You show 
nothing with respect to that, do you ? 

Mr. Sxrocu. The year 1953? 

Senator Corpon. Yes. 

Mr. Sxrocu. They have appropriated for that $111,000. 

Senator Cornon. What is it going to be ? 

Mr. Sxrocu. The year has not closed, sir, but I think it will be 
close to $400,000, 

Senator Corvon. Did you project only $111,000 ? 

Mr. Skrocu. No. That was projected by earlier budgets. May I 
give you the projection of those losses 

Senator Corpvon. Yes. 


PROJECTION OF LOSSES 


Mr. Skeocu. For the year 1950 they projected a loss of $276,000; 
for the year 1951, $474,000; for the year 1952 , nothing, they projected 
no loss, and that is why you have that big loss coming now: then, for 
the year 1953, which we are in, they have projected $11 1,000. I per- 
sonally consider that too low. Iam sure it is too low. 

Senator Corpon. You did not do the projecting? 

Mr. Sxrocu. No, sir, not personally because, you see, these budgets 
are prepared a couple of years ahead of time. I have only been ir 
this office 18 months. 

Senator Corpon. I may say to you, sir, that Mr. Wall recommended 
very highly the work you were doing down there with the Virgin 
Islands Corporation. He felt that you were going at this in a sound 
manner. 

Senator ELxtenver. They will make money with it before long. 


EFFECT OF SUGAR QUOTA 


Mr. SKEOCH. I would like to make the point again on this $592,000, 
that $220,000 of that was due to the lack of sugar quota. In other 
words, we had a quota of 6,000 tons. We produced 11,500, and 
have had to sell the difference in the world market at a terrifically low 
price, 

Senator Ettenper. That same situation exists in Louisiana, Flor 
ida, and Puerto Rico. They could produce much more. It would 
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not be right for you to be in a position to sell all you produce at high 
prices hoa ‘ause you take it away from others th: at should have it as 
much as you. 

Mr. Skrocn. I agree with you, but our potential is 50,000 tons. 
All I am asking for is 20,000 tons. 

Senator Ettenprer. We do not allot quotas for potentials; it is on 
vour past history. 

Senator Corpvon. There is this to be said for the people down there. 
There is not any tie crop that I know of now that they can put in 
that will result in as little loss and still give any employment. I 
recognize that people elsewhere have got their rights, too. It is one 
of the most unfortunate things about this situation in the Virgin 
Islands that as of now, at least, they have not been able to develop 
any alternative crops. Even your potatoes do not seem to work down 
there, Senator Ellender. 

Senator ELtenver. It is too hot. 

Mr. Sxeocn. Yes. 

The further point on that, Mr. Chairman, is that with an overall 
United States quota of 7,800,000, Cuba, for instance, gets 2,600,000 
out of that, Puerto Rico gets 1,070,000, I think, and the other areas in 
corres ponding amounts. I realize it is too short for Puerto Rico: I 
realize it is too short for Hawaii; I realize that all over it is too short; 
but with that being our only crop and with the fact that we are tol 
we must make it pay, the only way that we can make it pay is to bring 
it up to its minimum point of efficiency. In other words, while onl5 
producing 12,000 tons, we are geared to do 20,000 tons, our overhead, 
our administration, our everything. 

Senator Corpon. You can cut down on your administration, could 
you not? 

Senator Etitenper. Yes. 

Mr. Sxrocu. Only moderately, sir. Where 1 man can watch a 
machine and that machine can have 20,000 tons put through it, if you 
are only putting 12,000 tons through it you still have that same 1 man. 

Senator Etienper. I do not see why it is not possible for you to 
grind your crop and produce sugar in less than 6 months. That is 
where your overhead is great there, your fuel. Think of the fuel 
losses you have. 


USE OF BAGASSE FOR FUEL 


Mr. Sxrocn. No, sir; because we use bagasse for fuel. 

Senator Exrenper. You do? 

Mr. Sxeocn. Yes, sir, exclusively. We have a surplus of bagasse. 

Senator ELLenprr. By the way, that is a good way to obtain a little 
money. That bagasse is worth more, I know, in my section than the 
fuel. 

Mr. Sxrocn. That is true except for the transportation problem. 

Senator ELienper. Did you ever give a thought to using some of this 
bagasse to make board? They are planning now to make paper out 
of it. 

Mr. Sxrocn. Yes, I know, pulp. 

Senator Corpon. What are you talking about ? 

Mr. Sxeocn. The residue after grinding the sugarcane. 

Senator ELLENpER. Bagasse is the residue after | grinding it. 
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Mr. Sxeocu. Two things lick us on that, sir. One, to produce pulp 
paper or board we would need a quantity of water for processing that 
we have not got. 

Senator ELLENDER. You could produce the purp and ship it out. 

Mr. Sxrocn. There is transportation, sir. 

Senator ExLtenper. We can get that dock for you maybe. 

Mr. Sxeocnu. I question it even at that because when you have to 
move it in such volume and bulk it would come pretty high. I cite, for 
example, Puerto Rico. Up to now they have not done that feasibly. 


Senator Ertenper. They are in the same fix you are. Th y are 
forced to use it for fuel pecause there is no oil ai d no coal. 
Mr. Sxrocn. That is true. But they have all their centrals withi 


reasonable distance of each other, and a sufficient volume. Our vol 
ume would not be ¢ noughn to set up an operation. 

Senator ELLenper. You mean a separate volume over and above 
the fuel requirements ¢ 

Mr. Skeocn. Yes. And our volume in comparison to their volume 
would be nothing at all. The volume we have would not permit us 
to set up a plant in St. Croix even if the water was not the block. So 


we would have to take our volume and move it, and moving it in the 


raw state, the cost of transportation would be too high. 
Senator ELLENpDER. Yes, I see. 
Senator Corpon. Is there anything else, Senator Ellender? 
Senator Ertenper. No. 
Senator Corvon. I think you have covered it, have you not? 


Mr. Sxeoci. Yes, sir, e xcept I would like to s Ly that I know this 
is regarded as a Government operation, and by and large a dim view 
is taken of Government being in business. I have had this position 
for 18 rane ol For 20 years prior to that I was in private business. 

Senator Corvon. What were you doing then? 

Mr. Sxeocn. ‘y was growing surgarcane on my own and operating 
a rum distillery. 


ECONOMIC EFFECT OF OPERATION CURTAILMENT 


Senator Corpon. Are you a native of the islands? 

Mr. Sxeocu. I was born there; yes, sir. My father was born 
there. I have seen the islands bounce up and down—mostly down. 
Although I hold no brief for the Government being in business and, 
in fact, take a dim view of it, I did not feel I was compromising my- 
self in this position because this is the essential backbone of the 
economy. Now, that it cannot continue these losses I heartily en- 
dorse. And our view and objective is to stop that. Just how far we 
can come and go the other way is something I cannot at this time 
say. But that is the intention. I do say that if this operation was 
stopped or sufficiently impaired so that it would perforce stop, the 
islands would be in a chaotic economic state. 

Senator Exttenper. Have you a market for all of your black- 
strap / 

Mr. Sxeocu. Yes. It is used by two distilleries there. 

Senator E.ttenper. At their own price or can you bargain with 
them ? 
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Mr. Sxrocn. No, we bargain with them. It is one of these pecu- 
liar situations where both of us have the handle and both of us have 
the blade. The distillers will say to me, “Well, if you don’t sell us 
your molasses what are you going to do with it? You have to barge 
it over to Puerto Rico and you will have to pay ail that expense. 2” 
Then I say to them, “If you don’t buy from us you will have to 
import it from the outside and pay all that expense.” 


ADMINISTRATIVE EXPENSES 


Senator Corpon. There is one other item, I believe, a minor item 
of administrative expenses you might have something on. 

We will insert the justification at this point. 

(The justification referred to follows :) 


ADMINISTRATIVE EXPENSES 


79 
oto) 


(House hearings, pt. 2, pp. 551 

(P. 35, line 4) 
Page 35, line 4, strike out “$100,000” and insert in lieu thereof “$130,000”, 
an increase of $30,000 in the limitation on the amount available for adminis- 


trative expenses. 
HOUSE REPORT 


In the House report no statement is made concerning the committee’s action 
on this item. 

JUSTIFICATION 

The amendment restores the reduction of $30,000 made by the House in the 
limitation applied to administrative expenses. This is $4,000 less than the 
amount authorized for this purpose during the current fiscal year and is believed 
to be the minimum necessary to insure the efficient administration of the Virgin 
Isiands Corporation. No increase in funds is involved in this request. 

Mr. Sxrocn. I would be glad to say a word on that. That, in effect, 
is not a request for funds. We are not asking for $100,000 or $130,000. 
The limitation from $130,000 back to $100,000 is something that can- 
not be done just in an arbitrary or mandatory manner. We are striv 
ing in every way to keep our administrative expenses down, but you 
niust remember that we are oper ating as a Government corporation. 
As such we have certain things to live up to and functions to perform 
that a private corporation would not have. Last year we operated 
on $4,000 less than the $130,000 limitation. This year we will try 
to do the same or even better. But it will not save any money of the 
losses by merely saying that it shall operate at not over $100,000. It 
might impair the operations, which might result in a further loss, and 
it is not a request for funds. 

Senator Corpon. I am willing to gamble on you. 

That completes the hearings of the committee for today. We will 
recess at this time until 10 o’clock tomorrow morning. 

(Whereupon, at 6:15 p. m. Thursday, a ay 21, 1953, the subcom- 
mittee was recessed, to be reconvened at 10 a. m. 1. Friday, May 22, 1953.) 
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FRIDAY, MAY 22, 1953 


UNITED StTaTEs SENATE, 
SUBCOMMITTEE OF THE CoM MITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met, pursuant to recess, at 10 a. m. in room F-82, 
the Capitol, Hon. Guy Cordon, chairman of the subcommittee, presid- 
ing. 
Present : Senators Cordon, Mundt, Hayden, and Ellender. 


DEPARTMENT OF THE INTERIOR 


INDIAN SERVICE Roaps, Prine RipGe ReseErRvVATION, S. DAK. 


STATEMENT OF HON. E. Y. BERRY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF SOUTH DAKOTA 


GENERAL STATEMENT 


Senator Corvon. The committee will come to order. 

Representative Berry. I want to apologize, if 1 may, for bringing 
this up before the committee, instead of the House subcommittee. 

Senator Corpon. Did you appear before the House subcommittee ¢ 

Representative Berry. No, for the reason that we did not know at 
that time that the State of South Dakota was going to complete a 
highway which would open up a part of this Pine Ridge Reservation. 
What I'am asking for is additional funds for the Pine Ridge Indian 
Reservation in western South Dakota. 

The State of South Dakota has now put on this agenda a good 
federally approved highway from about the central part of the reser 
vation up to the interior, which will completely cut across the entire 
reservation. The only thing is that the major part of the population 
is west of there. Kyle is about the center of the Indian and white 
population both of the reservation. 


FUNDS NEEDED FOR COMPLETION 


The Department is in the process of grading the road from Kyle 
south to Highway 18. They have given me the information that about 
$90,000 is needed to ¢ omplete that Toad. 

In addition to that, Porcupine, and on down the Highway 18 is the 
second preference they have asked for on the reservation. That will 
open up mail routes both from Kyle and from Porcupine and 
Wounded Knee, down Highway 18. 
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Senator Corvon. You are asking for funds now that have never been 
requested from the Bureau of the Budget? 

Representative Berry. I do not know what the Bureau of the Budget 
recommended. ‘The House passed it at $80,000. I was simply asking 
that it be increased to $150,000 in order that this additional road could 
be taken care of this year. 

Senator Munpr. Did the House put $80,000 on that particular 
road ? 

Representative Berry. Not on this particular road. A little is to 
be used on the west side here. They allowed $80,000 for the entire 
reservation. 

Senator Corvon. Did the House do anything with respect to the 
road north that they talked to us about ? 

Representative Berry. I think there was an appropriation for it 
but I eannot tell you what specific road it was intended for. 

I have a statement IT would like to file for the record, including a 
map. 

Senator Cornon. The map will be made a part of the record of the 
committee. The statement will appear in the record. 

(The statement referred to follows:) 


’ 











STATEMENT or Hon. EB. Y 





Berry or SoutH DAKOTA 











I am very grateful for this opportunity to appear before this committee and 
make this statement 


rhere are 500 miles of Indian service roads on the Pine Ridge Reservation in 
South Dakota which serve the more than 10,000 Sioux Indians and whites who 
live in the three counties covered by the reservation. 

Many of you are acquainted with the rigors of midwestern winters. You are 
probably also aware of what these winters can do to a dirt or graveled highway. 
The freezing, snow and thawing often reduce good roads to a deplorable condi- 
tion. However, on the Pine Ridge reservation few, if any of the roads could be 
classed as “good,” 

There are no railroads on the Pine Ridge and everything must necessarily move 
by highway the mail, supplies going from the market, produce going to the 
market, school buses and medical aid must all move on these roads—roads which 


are impassable often for as long as 5 months out of a year 

There are two roads, in particular, which I should like to call to your attention. 
These roads have been given numbers one and two priority so far as Pine Ridge 
road construction funds are concerned, by the road engineer. That would mean 
that they have first call on whatever funds are made available for highway con- 
struction on Pine Ridge during fiseal 1954 

However, the total estimated cost of these two roads is roughly $210,000 while 
under the terms of the Interior appropriation bill as passed by the House, Pine 
Ridge will probably get only $82,000 for road construction 

The first of these two high priority roads leads from Kyle, which is more or 
less centrally located in the middle of the reservation, to Batesland, which lies 
approximately 25.6 miles south and slightly east of Kyle on State Highway 18. 
(This is marked No. 1 on the attached map.) This road needs to be graded 
and graveled immediately in order to provide an all-weather road to take care 
of the United States mail, the school buses carrying these children to school, the 
medical and supply needs of these people. 

This project is about 60 percent complete and it is estimated that approxi- 
mately $50,000 would finish up the work on that road, 

The second road which I wish to call to your attention is the No. 2 priority 
road. The first section goes from Porcupine to Wounded Knee and the second 
from Wounded Knee on to Highway 18. (These are marked 2 and 2B on the 
map.) The same needs exist so far as the people in this area are concerned. In 
addition, all traffic must necessarily come this way because of the Air Force 
runnery range which lies 18 miles to the north. This road is felt extremely 
necessary as a connecting link between these Indian communities and Gordon 
and Rushville, Nebr., and the other trading centers of the area. 
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The engineer estimates that the first, and extremely urgent, stretch of that 
road could be built at a cost of $90,000. The second piece of that road would 
cost about $70,000. However, this second piece is in passable condition and, in 
comparison to other roads on the reservation, is in fair shape 

rhese priority ratings are the result of careful consideration and conferences 
between the Indian Bureau's road division engineers, the tribal council and 
various Indians and whites of the area rhey are pretty generally established 
as being the most badly needed of roads on the reservation 

I feel that if, in the judgment of this committes and later the Houses of Con 
gress, $150,000 could be allotted to this area for road construction, the money 
would be well spent and represent a tremendous investment so far as these 
people are concerned, 

These folks have the same right to daily mail service that you and I have and 
yet sometimes during the height of the winter, they are isolated for 10 days or 
2 weeks at a time, with no mail deliveries whatsoever they have the same 
inherent right that we do to send their children daily to schools but often for 
weeks, the children are unable to attend school because the roads are so buried 
under snow or such a quagmire of mud that no yehicles can get through 

The opportunity to market their produce, to bring home supplies and to obtain 
needed medical assistance, is no more ours than it is theirs. Yet that opportu 
has often been denied them because the weather has wrought such havoc with 
their roads. 

The towns of Kyle, Porcupine, and Wounded Knee are major Indian settle- 
ments and trading centers. ‘The severe winters and the difficulty of, travel on 
their inadequate roads place a tremendous burden upon the stores and business 
establishments in that area, 

The supply problem is not only one for those who live miles from the town 
There are also those who live right in one of these villages who must be supplied 
from these trading centers. The stores must be able to bring in supplies often 
enough to assure sufficient food, ete., to those peopl It is difficult and usually 
impessible to anticipate how long a storm will last or how long it will be before 
the roads again become passable 

I urgently appeal to your committee, therefore, to carefully consider increasing 
these Pine Ridge road-construction funds from $82,000 ; ndic: i the House 
bill to $150,000, which would take cat of the tir pl : 
priority 


LACK OF RAILROAD IN AREA 


Representative Berry. If these two projects could be appropriated 
for, and can be pretty Ww }] completed with the additional S68.000. 
that they would like to have now, it will put that reservation in pretty 
good all-weather shape. L we uld eall your attention to the fact that 
there is no railroad in this area. The mail h { come down from 
the interior down through the reservation. For the las 
they have had a lot of snow and there have been times w 
weeks they have not had any mail. The school busses all 
roads. ; 

In addition to that, there is quite a lot of farming done in that 
area. If these roads are made all-weather, which they can be by this 
additional money, these people can get their crops out. In addition 
to that, the fact that there is no other transportation than these high- 
supplies up to these important Indian outposts or substations 

As I say, I apologize for not asking for it before the House com 
mittee but we did not know at that time that the State of South 
Dakota was going to complete this other road, which will bring the 
mail within 8 or 10 mile 

Senator Corpvon. Is the State of South Dakota completing it on 
the reservation ? 

Representative Berry. Yes, sir. 

Senator Corpon. They are building that? 


»o years 
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Representative Berry. Yes, sir. It is to be a good highway. 

Senator Corpon. All right, sir. 

Representative Berry. It will come about within 8 or 10 miles of 
this area, and if we can get that extra money, it will complete the job. 

Thank you very much, 


OFFICE OF THE SECRETARY 


STATEMENTS OF D. OTIS BEASLEY, ADMINISTRATIVE ASSISTANT 
SECRETARY; LARRY SMYTH, DIRECTOR OF INFORMATION; S. D. 
LARSON, DIRECTOR, DIVISION OF BUDGET AND FINANCE; AND 
DALE ROTHROCK, CHIEF, FISCAL SECTION 


ORIGINAL ESTIMATE 


Senator Corvon. Mr. Beasley, you may proceed. 

Mr. Brastry. The first item which I think should be discussed is 
administration, Degen of the Interior. This is the appropria- 
tion that finances the Secretary and his staff assistants in the general 
direction of the Department. 

The original budget estimate was $2,660,000. This was decreased 
in the budget review to $2,525,000, which was the same amount appro- 
priated for the current fiscal year. The House decreased the revised 
budget by $200,000. We are not asking that any part of that be 
restored. The amount in the House bill provides for a reduction of 
$200,000 below the current level of appropriation. 

Senator Cornon. The House gave you $2,325,000. 

Mr. Brastry. That is correct. 

Senator Corpon. And you think you can live under that? 

Mr. Brastry. Yes, sir. Steps have already been taken to adjust our 
organization within the House allowance. 

Senator Corpon. What about the situation with respect to the 
request of the Department for passenger automobiles? 


CURTAILMENT OF AUTOMOTIVE REPLACEMENT 


Mr. Brastry. As you know, the House deleted all authority in the 
budget for the purchase or replacement of automobiles. The original 
budget requested 1,138 automobiles to be purchased, of which 935 were 
for replacement only. 

In the revised budget, we had a total of 944 requested, of which 
844 would be for replac ement only. 

Senator Cornon. How many did you request in the revised budget ? 

Mr. Brastry. 944. In denying the Department authority to pur- 
chase any additional automobiles, the House inserted a provision which 
authorized the Department to transfer automobiles between bureaus, 
thinking that there was a sufficient number within the Department if 
they were properly utilized, and assigned where they were needed. 

It is a little difficult to conceive that such an arrangement would be 
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satisfactory, because if one of the bureaus has any surplus automobiles, 
they would be ones that have been used beyond their usable life, and 
would not be satisfactory for another bureau to take over. 

Senator Corvon. The only question is would it be an operable ma- 
chine that could do the job rather than satisfactory. I expect if I 
wanted a Cadillac and they gave me a Chevrolet, the Chevrolet would 
not be satisfactory, but it would go from here to yonder and get back. 

Mr. Brastry. I had reference to the fact that they would turn over 
one 6 or 8 years old. 


TOTAL AUTOMOBILES IN DISTRICT OF COLUMBIA 


Senator Munpr. How many of those automobiles are here in the 
District of Columbia / 

Mr. Brastrey. I believe we have a total of 20 automobiles in the 
District of Columbia. 

Senator Mt NDT. What would you need so many cars for in the 
District ? 

Mr. Brastey. Some of the cars be ‘long to the Bureau of Mines. 
The Bureau has a station out at College Park, and they need them to 
go back and forth. The Geological Surve Vv has a few in Washington, 
because they have offices in 17 different locations in the District and 
surrounding area. The Office of the Secretary has + or 5 automobiles. 
The National Capital Parks has automobiles in the District of Co- 
lumbia since their sole area of operation is the District of Columbia 
and adjoining area 

Senator ELLeENpER. Where is your largest concentration of automo 
biles, if you have any ¢ 

Mr. Brastry. Bureauwise ? 

Senator ELLtenper. That seems like a lot of automobiles, 6,694. 

Mr. Beastey. The Bureau of Indian Affairs has 2.357 automobiles. 
‘They are the largest user of automobiles in the Department. The 
Bureau of Reclamation has 1,855. The Geological Survey has 681. 
The Bureau of Mines has 729. National Park Service, 263. The Fish 
and Wildlife Service, 487. Bureau of Land Management, 147. 
Sonneville Power Administration, 73. Office of Territories, 51. 

Senator EL.Ltenper. That includes Alaska / 

Mr. Beastey. Yes, sir. 

Senator ELLENDER. Where else have you automobiles other than 
Alaska’ In Puerto Rico? 

Mr. Brastey. We have no automobiles in Puerto Rico, as the De- 
partment has very little responsibility there since it has become a 
Commonwealth. 

Senator ELLENpDER. Most of them, I presume, are in Alaska? 

Mr. Beastry. In the Office of Territories, yes; most of them would 
be in Alaska. 


ALASKA 


Senator Munpr. Will you give us the same kind of breakdown for 
aircraft. Sixty-four airplanes is a pretty good size fleet. 

Mr. Beastey. The |: argest fleet of airplanes in the Department is in 
the Fish and Wildlife Service, where we have 46. 

Senator Munpr. Most of those are in Alaska ? 

Mr. Brastry. Yes, sir. 
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Senator Munpt. How many are in Alaska? 
Mr. Beastery. I do not have that information, byt out of the 46 I 
would say at least 40 of them were in Alaska. 

Senator E.ienper. I presume the reason for that is because that is 
the only method of travel there to go from place to place. 

Mr. Brastry. That is about the only way you can have an effective 
enforcement of the fish and game laws in Alaska. 

Senator Cornon. Most of those planes were acquired in the first 
instance from the Surplus Property or General Services Administra- 
tion, its successor. 

Mr. Brastey. Yes, sir. Most of them wére acquired without cost by 
transfer from the Defense Department following the war. 

Senator Munnpr. They certainly ought to be able to enforce the law 
with 40 airplanes. 

Mr. Brastry. They have proven to be indispensable in the enforce- 
ment of fishing regulations. Formerly they used boats and invariably 
they were slower than the boats that were in violation of the law. 
With the use of the airplane they can spot the boats fishing in waters 
contrary to regulations. 

Senator E.tenper. They do not land. 

Mr. Beastry. They can land on the water surface. Many of the 
planes are amphibious and can land on water or land. 

Senator Munpr. Are they all piloted by the Government officers 
themselves ? 

Mr. Brastry. Yes, sir. 




























FURTHER DISCUSSION OF AUTOMOBILE REPLACEMENT 






Senator Cornon. Have you furnished to the House or this commit 
tee an itemized list of your automobiles with respect to age and 
mileage ? 

Mr. Brastry. Yes, sir; we have such information. 

Senator Corpon. Is it in the House hearings? 

Mr. Brastry. No, sir; it is not in the House hearings. 

Senator Cornon. I think we better incorporate it in the hearings 
here. 

Mr. Brastry. I have information here showing the number of auto 
mobiles in each bureau and the mileage that each has traveled, broken 
down over 100.000 miles, 80,000 to 100.000 miles, 60.000 to 80,000 mile- 
age, and also the age. 

Senator Cornon. Of those that might be said to be worn to a point 
of danger, those that have gone better than 60,000 miles, 561. Then 
you have a group of 283 which are from 6 to 10 years old, but have 
not the excessive milesonthem. A car is not useless solely because it is 
old. It is not likea man. You can have a car, 3, 4, 5, 6,7, or 8 years 
old and, if it is taken care of and does not have too much mileage on it. 
there is no need to get rid of it. 

Senator Eittenper. Especially where it can be used in the city with 
the paved streets. You ought to be able to use your old ones and 
outmoded ones for short trips, whereas for the long country trips 
you can use a better car. 

Senator Corpon. A 10-year-old car today would be a 1943 
automobile. 

Senator E.tenver. I kept mine 7 years before I traded it. 
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USE UNDER ADVERSE CONDITIONS 


Mr. Beastry. Very few of these automobiles are used under normal 
ope rating conditions. They are few that are used in cities or locations 
where you have good roads. M: any of them are used in distant areas 

with bad roads, mountainous country, and weather conditions that 
are not too good. 

Senator Corpon. The Interior Department works under every con- 
ceivable adverse condition out over the United States and the Terri- 
tories. There is no question about that. ae e cars that have gone 
over 100,000 miles should properly be replaced. I do not believe any- 
body would have any question about that. ae 80.000 miles there might 
be some question, but that is getting pretty sizable mileage on an 
automobile running into a period of time when you will have consider- 
able maintenance expense. But, more than that, if a man is depend- 
ent upon an automobile, unless there is some provision by whi th he 
can rent another automobile when the car is tied up, he is tied uy 
also. I know over much of the western part of the country you a 
not have too much in the way of surplus equipment availab le at your 
smaller locations. I would like to ask you, then, in view of that 
situation, what is your need for 100 more automobiles than you had 
last year, in view of the revised estimates which were estimates down- 
ward, and must of necessity result in lessening personnel and, there- 
fore, it would seem, lessening the need for the number of automobiles. 


ADDITIONAL AUTOMOBILES FOR BPA 


Mr. Brastey. There are nine additional automobiles requested for 
the Bonneville Power Administration, and the requirement for those 
would be related to the additional fae ilities that are nearing comple- 
tion and will go into operation during the fiscal year 1954. 

The oper: ition and maintenance personnel will require these auto- 
biles for the purpose of maintaining the facilities in proper operating 
condition. 

Senator E:tenper. Are you asking for any replacements as to the 
automobiles that are at Bonneville? 

Mr. Beastey. Yes, sir. 

Senator ELLENpeR. How many ? 

Mr. Brastey. Eleven. 

Senator Etitenper. Plus nine additional ? 

Mr. Brastey. That is correct. 

Senator Corpon. Do you have any other further statement with 
reference to automobiles to make, Mr. Beasley, or would you like to 
file anything for the record? 

Mr. Beastey. I would like to point out that out of 6,694 automo- 
biles we have, with a request to replace 844, that the rate of replace- 
ment there would be an average life of 8 years for the cars. 

I have no further statement to make, Mr. Chairman. 

Senator ELttenper. How many of these replacements are for the 
Indian Bureau ? 

Mr. Beastry. Two hundred and forty-two. 

Senator ELttenper. Out of 2.357? 

Mr. Beastey. Yes, sir. I might say that that includes school buses 
as well as automobiles in the case of the Bureau of Indian Affairs. 
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Senator Corpon. You mean that the number here includes buses? 
Mr. Brastey. Yes, sir. 


Senator Exnenper. How many of them are there? 


SCHOOL BUS PURCHASES 


Mr. Breastey. I do not have the breakdown between the passenger 
cars and school buses. 

Senator Corpon. We just had legislation passed out of the Interior 
Affairs Committee providing for the transfer of school facilities from 
the United States to the several States when the States will agree to 
have the schools opened to Indians and non-Indians alike. ‘That 
should result in some decrease there. 

Senator Evtenper. Would you be able to furnish us the number of 
buses out of this 2,357 ? 

Mr. Brastey. Yes, sir, we can, 

(The information referred to follows :) 


Scuoor. Bus REPLACEMENTS, 1954 


School bus purchases for the fiscal year 1954 will cover replacements only and 
are estimated as follows: 
Number of buses 


24 
Amount 


a . “ ; _ s aes 

The replacement cost of any additional buses that become unusable during 
1954 for safety reasons will have to be absorbed. 

There are at present 287 buses of 11 or more seating capacity used in con- 
nection with transportation to and from school. Buses used on twice daily runs 
must meet State school safety laws and it is estimated that approximately 40 
buses should probably be replaced each year, based on prescribed tables of 
depreciation. 


Additional data on vehicles meeting criteria for replacement 


Number of 
vehicles 


ou i $ pA Sih S88 
126 


Vehicls meeting mileage standard: 
Over 100,000 miles 
80,000 to 100,000 miles- 
60,000 to 80,000 miles 


Total number of vehicles meeting mileage standard____ 

Vehicles meeting age standard (not meeting mileage standard) : 
10 years or older_- 
S to 10 years old_ 
6 to 8 years old 


Total number of vehicles meeting age standard 
Total number of vehicles requested for replacement _- 
OFFICE OF THE SECRETARY 
Vehicles meeting mileage standard: 
Over 100,000 miles____- 


BO200 Se SO 60s me a 8 ee ee ee ene 
60,000 to 80,000 miles 


Total number of vehicles meeting mileage standard 
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“Lev 


Number « 


Vehicles meeting age standard (not meeting mileage standard) : 
10 years or older__ 
8 to 10 years old_- 
6 to 8 years old 


Total number of vehicles meeting age standard 
Total number of vehicles requested for replacement 


BONNEVILLE POWER ADMINISTRATION 


Vehicles meeting mileage standard: 
Over 100,000 miles 
SO,000 to 100,000 miles 
60,000 to SO,000 miles 


Total number of vehicles meeting mileage standard 


Vehicles meeting age standard (not meeting mileage standard) : 
10 years or older 
S to 10 years old 
6 to S years old 


‘Total number of vehicles meeting age standard 
Total number of vehicles requested for replacement 


BUREAU OF LAND MANAGEMENT 


Vehicles meeting mileage standard 
Over 100,000 miles 
SO.000 to 100,000 miles 
60,000 to 80,000 


Total number of vehicles meeting mileage standard 


Vehicles meeting age standard (not meeting mileage standard) : 
10 years or older 
S to 10 vears old 
6 to 8S years old 


Total number of vehicles meeting age standard 


Total number of vehicles requested for replacement 


BUREAU OF INDIAN AFFAIRS 
Vehicles meeting mileage standard: 
Over 100,000 miles 


80.000 to 100,000 miles 
60,000 to SO.000 miles 


Total number of vehicles meeting mileage standard_ 


Vehicles meeting age standard (not meeting mileage standard): 
10 years or older_ 
S to 10 years old 
6 to 8 years old_- 


Total number of vehicles meeting age standard 


Total number of vehicles requested for replacement 
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BUREAU OF RECLAMATION 


Vehicles meeting mileage standard: 


Number of 
vehicles 





ree DOU 000. Wiiiinaks catch whan ecccecccuttion ees) SIS il 
Se 60- SOR Ne ein cnckcaukendtsntantacccesesnenen, Ss. 44 
eT a i 145 
Total number of vehicles meeting mileage standard___________ 200 
Total number of vehicles requested for replacement_____________ 200 
GEOLOGICAL SURVEY 
Vehicles meeting mileage standard: 
OV Se NOS Seco eee ee Reh es OES Oe ree 0 
eee tity he then ng og eR ENE ha AR ERIN 8 
ra Ta a i Te este ei nttumins 61 
Total number of vehicles meeting mileage standard__________. 69 
Vehicles meeting age standard (not meeting mileage standard): 
er ORE OW SEs aa betes ee 9 
ee Deee eet eiceherect aso ors toncestee ace Bac Gnas ee ett ae, Meas 81 
G to BS JFCRES Cll nn nh i sai ei ee ceeeenene eenesnsen 
Total number of vehicles meeting age standard_._..___________ 40 
Total number of vehicles requested for replacement___._-______- 109 
BUREAU OF MINES 
Vehicles meeting mileage standard: 
ver ROCs IE oo i ei er ch ntinntincibntiaiieniiaandial 2 
80,000 to 100,000 miles._......--.--__ ili cnn sciatica 6 
I BS re thi etttitctntitinsin at aad ciniiclemanitbeiiaaigiantits 42 
Total number of vehicles meeting mileage standard_____-__-_- 50 
Vehicles meeting age standard (not meeting mileage standard): 
LO years OF GIGGt cnncnened spate nathan eda ane idan tinneail 7 
BROS SORTS Uiienecexe: ion cheesnaiatiastiiatticieaendtinenaiindlaniaaaainiiaaaty Crimadatilteeaiiiin 
OI i I lei ac aeiicee biasing cealicabehaa tained an 27 
Total number of vehicles meeting age standard_________-_ nee 34 
Total number of vehicles requested for replacement____--~~-. s+ 
NATIONAL PARK SERVICE 
Vehicles meeting mileage standard: 
Re I ea aria a 11 
Se CO ee eR sak ae i ee eee 10 
60,000 to 80,000 miles Seats cae abs apne lane ose tab aceguatmnman arated anne 2: 
Total number of vehicles meeting mileage standard_--_--_--_~ 45 


Vehicles meeting age standard (not meeting mileage standard) : 











Ve 
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FISH AND WILDLIFE SERVICE 
Number of 


Vehicles meeting mileage standard: venicies 
Over 100,000 miles_.......... es Ub cccatcctihiodelsons acacia lnghectias 16 
80,000 to 100,000 miles... ~~ oe cseisnanielciatedhihmilinn sani — 41 
60,000 to 80,000 miles co . tate AN si 50 

Total number of vehicles meeting mileage standard_— — 107 
Vehicles meeting age standard (not meeting mileage standard) : 
10 years or older ip-chi devicnnttedindnda a ia 
8 to 10 years old ce sccananiaad " Ghinbitetendatiete 
6 to 8 years old ats of — ee = 
Total number of vehicles meeting age standard Rim didtiaand 0 
Total number of vehicles requested for replacement : 107 
OFFICE OI ERRITORIES 

Vehicles meeting mileage standard: 

Over 100,000 miles tate : Nog Ae ee ks 
80,000 to 100,000 miles itl hits 
60,000 to 80,000 miles . iy ‘ 

Total number of vehicles meeting mileage standard Pte aleihe § 

Vehicles meeting age standard (not meeting mileage standard): 

10 years or older saad ee’ ' he ical 1 
8 to 10 years old 
6 to 8 years old . 1 
Total number of vehicles meeting age standard 2 
Total number of vehicles requested for replacement 2 
VIRGIN ISLANDS CORPORATION 

Vehicles meeting mileage standard: 

Over 100,000 miles - 

80.000 to 100,000 miles hea 

60,000 to 80,000 miles 
Total number of vehicles meeting mileage standard 

Vehicles meeting age standard (not meeting mileage standard): 

10 years or older 

8 to 10 years old_. inhi 

6 to 8 years old ‘ iain dillon 1 
Total number of vehicles meeting age standard : 1 
Total number of vehicles requested for replacement 1 


Senator ELLenpeR. I wonder if he could give us in each category the 
number of replacements. You have given us Bureau of Mines, and 
so forth, as to each category. 

Mr. Beastry. That information is in the material that has just 
been inserted in the record. 

Senator Cornon. That is itemized as to the division of the agencies. 

Mr. Brastey. Yes, sir. 

Senator Ettenver. And the replacements for each. 

Mr. Brastey. Replacement and increase. 

Senator ELLtenver. Very well. 
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EMPLOYM ENT OF CONSULTANTS 


Senator Corpon. The House also had something to say about the 


employment of consultants. This is the Statement appearing in the 
House report : 


Language has been eliminated throughout the bill which 
of consultative Services and has been inserted in this item. It is the committee's 
desire that there be established a very tight contro] on the use of consultant 
services, and in order to assure that that control will be in the Sec retary’s office, 
has taken the action described. 

Mr. Beastry. That item is on page 31 of the bill, lines 1 and 2, 
where they authorize not in excess of $100,000 for Service as author 
ized by section 15 of the act of August 2. 1946 

Senator Corpor. That language is a part of 
do with the Office of the Secretary of the Interior. 

Mr. Brasury. That is correct. Heretofore that authority has 
peared in a genera] provision of the bil] 
priations in the act. 

Senator ELLENDER. With the same amount ? 

Mr. Brasuey. With ho limitation, except in the case of Bonney ille, 
Reclamation. and the Bureau of Indian Affairs, where limitations were 
carried on the amounts that could be expended for consultants. That 
Was due to the fact that they had 
up to $100 per day. 

Senator Corpon, In view of the 
the limitation made by the House 
Department take ? 


provided for the use 


a paragraph having to 


ap- 
and related to all the appro- 


authorization to pay consultants 


position taken by the House and 
in the bill, what position does the 


ELIMINATION OF LIMITATION Ox SERVICES OF CONSULTANTS 

Mr. Brastry, The Department feels that the limitation on se 
under section 15 of the act of August 2. 
and that the authority should } 
heretofore. There are tw 


r'vices 
1946, should be eliminated, 
e authorized in the same manner 
0 reasons why we feel that way, 
Phe services authorized under sect ion 15 of the act of August 2, 1946, 
relate to the services of individuals as consultants or organizations 
that are engaged to render consulting services to the Department. 
One hundred thousand dollars would be totally inadequate based on 
past experience. It would be particularly unfortunate at the present 
time when the new Secretary has a ereater need for consultan 
you would normally expect ‘in order that he 
on the problems that come to him for 
the limitation be in the Secretary’s appropriation itself, for the reason 
that the consultants are generally employed in connection with prob 
lems of the bureaus, and the bureaus should bear the cost of 
sultant services and not the appropriation of the Secretary, 
Senator Corpnon, The Secretary could have aly consultants em- 
ployed and paid from this fund as well as from any other fund. There 


is no difficulty from the standpoint of accounting or anything of that 
sort. 


Mr. Brastry. No, sir: the 
the appropriation. 
Senator Corpon. What can 


as 


ts than 
May get the best advice 
attention. In no event should 


the conh- 


only difficulty would be the sufficiency of 


you give us with respect to that? Do 
etofore used for the 


you have figures as to the amount of funds her 
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purpose with respect to individuals as distinguished from organiza 
tions, and with respect to bureaus and agencies of the Department ¢ 


1951 AND 1952 EXPENDITURES FOR CONSULTANTS 


Mr. Brasuey. Yes, sir. In 1951 and 1952, the expenditures fo 
employing individuals as consultants amounted to approximatels 
$240,000 each year. 

Senator ELtenper. Is that all bureaus? 

Mr. Brasiey. All bureaus of the Department. 

Senator Munpr. That was paid out at the rate of $100 per day pet 
individual ¢ 

Mr. Breastey. No, sir; it was not. Very few of them received $100 
u day. I doubt if we had more than 10 consultants employed at that 
figure. 

Senator ELLeNper. That is the maximum. 

Mr. Brasiey. Yes, sir. In the absence of the authorization for 
$100 per day, we are limited to the highest rate under the Classification 
Act, which is $45.38 a day. 

Senator Corpon. 1 can recall a time when there was no question 
about the fact that the authority to hire consultants was without any 
question in the wide world abused. I can recall, for instance, lists 
that came in. At the moment I remember, for instance, one out in 
the State of Oregon where the Bonneville Power Administration had 
on its payroll as a consultant the master of the Oregon State Grange. 
By no stretch of the imagination could you conceive a farmer who 
had been nothing but a farmer all his life to be any brand of expert 
in the field of power generation or transmission but he was on the 
payroll. And there were others of the same kind. We do not want 
any more of that. 

Mr. Brastry. I think there have been instances where the authority 
has been used to emp oy peop le that there m: L\ have been some ques 
tion as to the need of their services in a consultant capacity. That 
always leads to an attempt to control it. 

Senator Corvon. That is right. 

Mr. Brastry. To avoid abuse of that sort. 


UTHORITY FOR CONSULTANT EMPLOYMEN' 


Senator Corpon. What steps have been taken, if any, in the De- 
partment for a control of this authority somewhere at least under 
the Assistant Secretary level ? 

Mr. Brastry. The authority now requires approval by the Sec 
retary. Of course, under the delegation of authority I have 2 
responsibility. But when a bureau requests the employment of : 
person in a consulting capacity, it is always cleared through she 
Assistant Secretary that has the general direction of the bureau 
involved. If they are in agreement with it, I generally limit my 
consideration to the amount that should be paid, based on the qual 
ifications of the employee. If the Assistant Secretaries are in 
clined to be somewhat loose and liberal in their attitude on the 
employment of consultants, it will lead to the situation that you 
indicated earlier. If they are not so inclined, I think you can rest 
assured that the proper control will be exercised. 


vee a3 } > “ 
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Senator Munpr. I recall we had a roughly analogous situation 
develop in South Dakota on travel allowance when everybody 
wanted to come to Washington. They passed a regulation that the 
Governor had to personally sign each voucher, and it greatly de- 
creased the anewnt of travel to Washington. It seems to me if 
there was one man responsible in every department, Mr. Chairman, 
for signing this contract, or whatever you make with the consult- 
ants, and it was standing operating procedure that at each hearing 
they would give us a list of all the consultants employed and how 
much was paid, I think we could effectuate tremendous economies, 
without using a meat-ax cut of any kind. 

Senator Ex.ienper. You have had limitations, you say, in three 
bureaus? 

Mr. Brastry. Yes, sir. 

Senator E.tenper. How has it worked? 

Mr. Beastry. It has certainly prevented the expenditure of any 
funds in excess of that amount. 

Senator Extenper. Have you had sufficient funds in those three 
bureaus to engage experts that were necessary ¢ 

Mr. Brastey. Yes. 

Senator Cornon. I suggest that the hearings heretofore would 
indicate that the claims were made by those for whom the limita- 
tions had expired, had they not? 


BPA CERTIFIED PUBLIC ACCOUNTANTS 


Mr. Beastey. Bonneville has $75,000 in the current year. The 
reason Bonneville is large is that they have employed a firm of e« 
tified public accountants to audit their financial records. That has 
run a m 25 to 40 thousand dollars a year. They have not exceeded 
the limitation nor have they used up to the $75,000 authorization. 
The Bureau of Reclamation has $50,000, and have generally ex- 
pended rather close to the amount authorized. 

Senator Corpon. There would be a very definite need in the Bureau 
of Reclamation for that sort of expert service. They are engaged in 
construction on a large scale. They encounter numberless unusual 
conditions, both in the excavation and the geological situation that 
they find. They have problems in their power division where an 
expert in a given field employed for a few days, and perhaps for not 
over five or six or eight hundred dollars, they can get services that if 
they attempted to put them on the regular payroll it probably would 
be impossible to obtain for the salaries that the Government can pay. 
The Chair has had a transmission engineer here for a while on some 
of the work of the electric field. For instance, he is an outstanding 
expert in the field of transmission. We use him and we let him go. 
So it is really a moneysaving deal and necessary. It is just when 
the thing is abused that the trouble starts. 

Senator Ertenpver. I think the suggestion made by Senator Mundt 
would meet some of the problems. 

Senator Munor. We found that centralizing the authority and 
responsibility solved the problem. Some top level enough that he 
does not have talking to him when he says no. 
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Senator Cornvon. If this language were left in the bill and the 
total appropriation increased to whatever figure the committee might 
determine, thus leaving the control of the expenditure in the Oflice of 
the Secretary, would you not achieve substantially the situation that 
you now have, where the authority would be delegated to you or 
another individual of subcabinet level? The only difference would 
be that the funds would be charged to the Secretary’s Office instead of 
charging the several bureaus. 

Mr. Beasiey. That is correct. It may be possible for the Secre- 
tary’s appropriation to escape the burden of this. If the Secretary 
should employ a consultant to work on a reclamation problem, I think 
it would be possible to consider that that is a service being rendered 
to the Bureau of Reclamation, and the Secretary’s appropriation 
could be reimbursed. I do not think that this limitation, if it appears 
in the Secretary’s Office, necessarily means that his appropriation 
would have to stand the cost. 


TRANSFER OF FUNDS 


Senator Corpvon. Is it your opinion that the transfer of funds 
within the Department can be made without additional law ? 

Mr. Brastey. I feel that it can under existing law which authorizes 
reimbursements for the performance of services by one unit for 
another unit. 

Senator Corpon. If that be the case, a change in the figure of 
$100,000 to $200,000 or $240,000 or whatever figure might be deter 
mined, would be all the change needed in the | ill, and the committee 
could indicate its views in the report that up to this limit the con- 
sultants might be employed by direction of the Secretary, but that 
there would be a transfer of funds with respect to payment. 

Mr. Breastey. That would be all right. I would like to suggest 
for further consideration that the limitation be rel: ted to the em- 


ployment of individuals as consultants in order that it would not 
prevent the engagement of the services of an organization which we 
have to oceasionally resort to for such things as desig Inga buildit oe, 
where there are no employees in the Bureau that ire capable of design 


ing a building and preparing the specifications for the building. 


BUREAU OF RECLAMATION BARGE CONSTRUCTION 


An illustration of that is the barge that the Bureau of Reclamation 
had constructed for use in dredging the Colorado River. The Bureau 
of Reclamation had no one that was experienced in the designing of 
barges. They employed an engineering firm to prepare t] 
for that barge. If the amount of the limitation did not exclude the 
employment of organizations, it would create additional difficulties. 

Senator Ettenper. Mr. Chairman, just to round out the picture in 
respect to the three bureaus that had limitations, 1 wonder if Mr. 
Beasley could give us the expenditures made by those bureaus, say, 
for the last 2 or 3 years. 

Mr. Beastey. I can give it to you for 1951 and 1952. 

Senator Ex..enper. If you do not have it now, you can insert it in 
the record so we will have the whole picture of limitations in contrast 
to no limitations. 


1e cle Signs 
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(The information referred to follows :) 
Total amounts paid to individual consultants, fiscal years 1950-52 


Fiscal year 


Bureau or office 


Office of the Secretary $19, 864. 83 $ 416. 76 
Southeastern Power Administration 822. 29 
Bonneville Power Administration 22, 753. 00 21, 539. 36 
Bureau of Indian Affairs 11, 561. 38 3, 809, 62 
Bureau of Reclamation 64, 476. 00 57, O19. 56 
Geological Survey i ; 
Bureau of Mines 82, 415. 00 72. 742. 30 
National Park Service 15, 300. 96 Y, S28. 29 
Office of Territories 4, 384. 80 637. 15 


r - 


rotal, Department of the Interior 20 755. 97 236, S15 


Mr. Brastey. Mr. Chairman, I would also like to suggest that the 
committee consider giving us authorization to pay up to $100 a day 
for consultants. 


SUGGESTED LANGUAGE CHANGE 


Senator Corvon. The suggested language will be inserted in the 
record at this time. 

(The information referred to follows:) 

Page 32, line 21, after the word “for” insert the following: “services as author- 
ized by section 15 of the Act of August 2, 1946 (5 U. 8. C. 55a) when authorized 
by the Secretary, including such services at rates for individuals not to exceed 
$100 per diem ;” 


Senator Munpr. I was very much pleased by the statement of the 
House report at the top of page 28, and I would like to have Mr. 
Beasley’s comments on that. They are talking about saving hundreds 
of millions of the taxpayers’ dollars under the houses and other struc 
tures item. 


REVIEW OF HOUSING CHARGES 


Mr. Beastey. Yes, sir. The Department has been engaged for more 
than a year now in reviewing the charges made for employees living 
in quarters furnished by the Government. We have increased ou! 
charges in every bureau in conformance with Budget Circular A—45d, 
which was issued age ant to a provision in the appropriation act that 
there be a complete study made throughout the Government fo 
charges for quarters. It is having satisfactory results. 

Senator Munpr. Does the Government still own Boulder City, for 
example ¢ 

Mr. Brastey. Yes, sir, it does. 

Senator Munpr. The whole community ¢ 

Mr. Beasuey. Yes, sir. 

Senator Munpr. Can you give me any good convincing reason why 
the Government should own a city like Boulder City‘ It is a very 
hice city. 

Mr. Brastey. I think I can state at the time when Boulder City 
was established, there was good reason why the Government did. 
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Senator Munpr. I quite agree at the time it was built they had to 
house the people. Are we going into perpetuity now with the Gov- 
ernment owning cities around at different places ? 


LEGISLATION TO INCORPORATE BOULDER CITY 


Mr. Beastey. No, sir. The Department is now considering legis 
lation that would take the city out of the jurisdiction of the Federal 
Government and authorize it to be incorporated as a city under the 
laws of the State. 

Senator Munpr. Would you like to give us a target date as to when 
we might have some return on those considerations that they are 
making down there ? 

Mr. Beastey. The legislation is almost in final form. It is quite 
difficult to get complete agreement because of the op position on the 
part of the employees to becoming an incorporaied city. Being in 
the State of Nevada, there is a fear that gambling and liquor will be 
brought into the city, which is now prohibited by the Federal Gov 
ernment. 

The Department feels that that question should be left up to the 
people of the city to express their views and if a m: fade of them vote 
igainst it, that 1s the way it should be done, rather than the Federal 
Government legislating as to whether there should be gambling or 


iquor, 
Senator Munpr. In other words, you think that some time in 1953, 
they are going to bring up a specifie piece of legislation in the way 


of a recommendation / 

Mr. Breastey. There will be legislation submitted to this session 
of Congress. 

Senator Munpr. May I suggest that they do not delay it until they 
find some Utopian form, but let Congress wrestle with the problem. 

Mr. Brastey. We have been working closely with the two Senators 
from the State, as well as the Congressman. 

Senator Munpr. Is that also true of the city of Grand Coulee ? 

Mr. Brasixry. Consideration is also being given to making Grand 
Coulee a city under the State laws of Washington. 

Senator Haypen. Are those the two communities of any consequence 
that the Government owns? 

Mr. Beastey. They are the only two that have all the characteristics 
ef any other city. 

Senator Corvon. Atomic Energy has a few. 

Senator ELLeNperR. But it is not under your jurisdiction. 

Mr. Brastry. No, sir. 

Senator Munpr. You can buy more automobiles if you save these 
hundreds of millions of dollars. 

Mr. Brastey. It does not cost us hundreds of millions of dollars to 
operate these cities. 

Senator Munpr. You are not making any money running them. 


LOSSES FROM OPERATION OF CITIES 


Mr. Brastry. No, sir, we are losing money. 

Senator ELtenper. Plenty of it. 

Senator Cornon. Every city loses money or it would not have to levy 
municipal taxes. 
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Now, Mr. Beasley, have you anything to present to the committe: 
with respect to the personnel situation ¢ 


PERSON NEL 





Mr. Brastry. Yes, sir. I would like to give you the total number 
of positions authorized in the current fise al year through appropria 
tions in the Interior Department Appropriation Act, and comparison 
with the changes that have been made. 

The total authorized positions for the fiscal year 1953 in the Depart- 
ment amounted to 54,198. The number requested in the original 
budget submitted to the Congress was 56,465, an increase of 2,267. 
Under the revised budget the total number requested was 51.902, a 
decrease of 2,296 as compared with those authorized in 1953. The bill 
as passed by the House would provide for 45,959 positions, which is a 
decrease below the current authorized number of positions of 8,239. 
It is also a decrease of 5,943 below the number that would be provided 
in the revised budget as submitted to the Congress. 

Senator Corpon. This table was prepared, Mr. Beasley, after the 
House action, and indicates not what the House directed with respect 
to the number of personnel, but what the Interior Department could 
and would expect to employ with the funds available. 

Mr. Brastey. That is correct. 

Senator Corpon. That is true, of course, with respect to the original 
budget, to the revised budget—— 

Mr. Brastey. And the House bill. 

Senator Corvon. And would apply with respect to an increase, if 
any, that might be made. 

Mr. Brastry. Yes, sir. Our employment at the end of April was 
56,657 employees. 

Senator Corpon. That is more than even the original budget pro- 
vided. 

Mr. Brastry. Yes, sir. 

Senator Corvon. Is that because of a seasonal increase ? 

Mr. Brastry. That is partly it. The major reason for the difference 
is that the figures in the table that we have been looking at relate to 
those authorized in the appropriations in the act. As you know, the 
Department gets large sums transferred from other Government 
agencies whic h add to our employ ment. 


Senator Corvon. That is particularly true with your Geological 
Survey and the Bureau of Mines. 

































BUREAU OF 





MINES AND GEOLOGICAL 


Mr. Brastey. Yes, sir. The Geological Survey this year has re- 
ceived transfers in the amount of more than $10 million, which is 
about 40 percent of their appropriations approved in the 1953 act. 

Senator Corvon. Would it be a difficult matter for you to furnish 
the employment as of the same date less the number that are employed 
with transferred funds? 

Mr. Brastey. I think we can insert in the record a figure that would 
show the difference in the employment from the appropriations made 


to the Department and employment that results from funds trans- 
ferred. 


SURVEY TRANSFER FUNDS 














ome 
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Senator Corpon. If you would, please. 
(The information referred to follows :) 


Total paid é mplo jees as of Ap 30, 1958. b source of junds 


Offiee of the Secretary 


Southesstern Power Administratior { 4 
Southwestern Power Ad I 2 
Other 4 


Commission of Fine Art 
Ronneville Power Administr 


Rureau of Land Management $ 4 
Bureau of Indien Affeir Aut } KO 
Bureau of Keclamatior 2. 4 
Geologics] Survey 1, OS 2. 4 &4 
Bureau of Mine 82 5 274 
National Perk Services g 739 
Fish and Wildlife Service 2.10 ! ) { 
Office of Territories Ont ) 4 5S 
Administration, Department the ‘ i] 4 
Defense production activitic 4 "4 
Totel, Department of the Inter { 1 54 f 19 6. ¢ 
1 Includes working fund lloest ‘ f ot ppropriatior 


Senator Corpon. There are also your permanent funds 

Mr. BraAstey. That is correct: and trust accounts. 

Senator Corpon. Would you prepare and present a statement with 
respect to. those and indicate how they relate to your personnel 
problem ¢ 


VARIOUS TYPES OF EMPLOY MI I 


Mr. Brasutery. Yes, sir. I think we can insert a table that would 
serve a useful purpose to the conimittee adisting h og the \ ious 


types of employment. 

Senator Corpon. Will Mr. Smyth present the statement with re 
spect to information services, or Mr. Beasley / 

Mr. BEASLEY. | will ¢ olad 1 explait the re on that the House 
inserted a limitation or let Mr. Smyth do it 

Mr. Smytu. The House has the $100,000 limitation which is an 80 
percent reduction in the current budget. We would like to have the 
restriction eliminated and given a fair amount of 1 ioney to doa very 


y 


good job. I will concede that the amount of money Spel t in the la 
year was too much, and it should be reduced materially 


Senator CorDoNn. The House has this to sav about the matter. an 
I will quote it for the record. 


The committee has noted in the past the variety, amount, and costs of the 
publications which the Department distributes to the general public. It is the 
committee's desire that the Secretary give this matter very careful study also. 
Specifically, it is suggested that a determination be made by the new Secretary 
as to the types of material which may and may not be distributed outside of 
the agencies of the Federal Government, and that proper instructions be issued 
to the various bureaus of the Department with respect to this matter. In order 
to curtail some of this activity, the committee has limited the funds available for 
personal services for preparation and dissemination of such material in the gen- 
eral provisions. 
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Those limitations are found in section 108 of the bill. The limita 
tion in funds was $100,000. What was the request ¢ 

Mr. Brastey. Something slightly over $500,000 was included in the 
budget and identified for the type of activities mentioned in this pro- 
vision as informational activities. 

Senator Corpon. And your request for an increase is from the 
$100,000 limitation placed by the House to $250,000, 

Mr. Brastry. Yes, sir. The limitation is to remain. We feel that 
it should be $250,000, which would still be a 50-percent reduction. 

Senator Corvon. I would like to hear you now with respect to the 
limitation as such, forgetting the dollar amount. 


EFFECT OF LIMITATIONS ON ACCOUNTING COSTS 


Mr. Brastey. In general, we do not like limitations because they 
add to the cost of maintaining records and accounting. I will have to 
admit that this is a poor excuse if the purpose of the limitation is to 
achieve something that should be achieved, in which case there should 
be no objection to the limitation. 

On the other hand, I feel that if the committee or Congress would 
like the Department to limit expenditures for a certain purpose to a 
certain amount, we could do it through direction in the report. If 
we did not do it then, I would certainly go along with any limitation 
inserted in the bill, but, in any event, we will not stand strongly on 
objections to limitations inserted into an appropriation bill such as 
this, 

Senator Corpon. Let us try and see how it works. 

Mr. Breastey. We will be very happy to. 

Senator Corpon. You have in mind that when you appear another 
vear you will have figures indicative as nearly as may be of the 
added costs of accounting incident to handling this particular subject 
matter on the basis of statutory limitation ? 

Mr. Beastey. We would not incur any additional costs. We would 
just require the accounting personnel to take over a little heavier 
workload. 

Senator Cornon. Is there anything further that either of you gen- 
tlemen desire to add for the record in connection with your plans or 
anything of that sort? 

Mr. Brastey. No, sir. 

Mr. Smyru. I can assure you, Mr. Chairman, we do not intend to 
spend any more than we actually have to. 

Senator Corpon. For one time, I can say for the record that I am 
reasonably certain that that is a correct statement. Sometimes I have 
been doubtful. 

BoNNEVILLE PowrR ADMINISTRATION 


STATEMENTS OF HON. WAYNE MORSE, A UNITED STATES SENATOR 
FROM THE STATE OF OREGON ; AND MONROE SWEETLAND, STATE 
REPRESENTATIVE FROM CLACKAMAS COUNTY, OREG. 


GENERAL STATEMENT 


Senator Corvon. Senator Morse, did you desire to make a state- 
ment for the cammittee ? 
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Senator Morse. Mr. Chairman, my statement is very brief. I cer 
tainly do not need to introduce Mr. Sweetland to the chairman of the 
committee, but I would like to introduce Mr. Sweetland to the com 
mittee as a whole. 

Mr. Sweetland is a member of the Oregon Legislature. He is Dem- 
ocratic national committeeman from Oregon. He and his wife filed 
the case in opposition to the surcharge about which he is going to 
testify this morning. : 

I have read his statement and I think it is very meritorious. I an 
pleased to associate myself at least with the objective of the state 
ment. I am opposed to the Federal Government subsidizing the 
private utilities in any way in regard to a surcharge which, in my 
judgment, they should assume for themselves out of profits. 

I am pleased to present to the committee at this time Mr. Sweetland. 


OPPOSITION TO PRORATING SURCHARGES 


Senator Corvon. Mr. Sweetland, we will be glad to hear from. you. 
Mr. Sweetland is appearing before the committee, as I understand 
the matter, in op position to any action that might be taken ky the 
committee or the Congress that would prorate what is termed the 
surcharges that resulted last vear and oan result in future years from 
the necessity of acquiring additional power for the Bonneville grid 
system composed of public and nonpublic distribution agencies and 
generating operations. 

Please come forward, Mr. Sweetland. 

Mr. Sweertanp. Thank you, Senator Cordon. I especially ap 
preciate your willingness to let me come in at this late date. We did 
not know when the other witnesses appeared before you some days 
ago that the matter was coming up, so it was not until now that | 
was able to get here. 

Senator CORDON. We are glad you are able to get here today be 
cause we are about to close these hearings. . 

Mr. SwEeTuanp. I realize that. 


BACKGROUND 


My name is Monroe Sweetland. I live at 2125 River Road, Mil 
waukie, Oreg. Iam a rate payer to the Portland Gen ieral Electric Co., 
representative in the Oregon Assembly from Clackamas County, and 
member of the Democratic National Committee for Oregon. I was 
elected to the Oregon Legislature in the general election of 1952, and 
to the national committee in the primary elections of 1948 and 1952 
I am a member of the Committee on Commerce and Utilities of the 
Oregon House of Representatives. 

On April 27, 28, and 29 of this year, your committee heard state- 
ments from a number of spokesmen for private power cena iee do 
ing business in Oregon and from two or more spokesmen for Goy. 
Paul Patterson, of Oregon, in which they sought to justify the present 
policy of imposing substantial surcharges on a large part of the pri- 
vate consumers’ power bills, and requesting the Federal Government 
to assume these surcharges in the future. 

I have read the testimony of most of these witnesses. I was not able 
to see a transcript. I would like even yet, if I could, to see a tran 
script of those hearings. Would that be possible, Senator Cordon ? 
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Senator Corvon. Mr. Woodruff will see that a copy of the transcript 
is made available for you. You may see the transcript yourself while 
you are here, if you so desire. 

Mr. Sweernanp. Thank you very much. On April 27, 28, and 29, 
you heard statements from these people to whom I just referred, 
several private power company spokesmen and two representatives of 
the Governor—I understand Commissioner Hetzel of the public utili- 
ties commission and the chief engineer of the public utilities commis- 
sion—in which they sought to justify the present policy of imposing 
substantial surcharges on a large part of the private consumers’ power 
bills. 

Senator Corpvon. The statements of the Commissioner of Public 
Utilities and his engineer had to do with his conception of the duty 
under the State law. 

Mr, Sweertanp. I read the testimony of most of these witnesses, 
and I am here today to offer facts not presented at the earlier hearings, 
to refute some of their self-interested and even misleading statements 
and conclusions, and to suggest what we believe to be a more equitable 
policy on the surcharge problem. 

In the previous testimony before this committee, I find no state- 
ments from the many witnesses on several basic facts in this contro- 
versy. Senator Cordon, I must say that these statements that I am 
making come after reading the testimony of several of the witnesses, 
but not the whole transcript, so I could be mistaken about some of my 
points here if in some other parts of the discussion some of these were 
answered, 

LEGALITY OF 20-PERCENT SURCILARGE 


There was no statement that the legality of the 20-percent surcharge 
imposed for the last 6 or 7 months on rate payers to the three largest 
Oregon private utilities is now under challenge in formal proceedings 
before the public utility commissioner for Oregon who, Sitesll ap- 
peared here at the instance of Governor Patterson and in support of 
testimony offered by the power companies. 

Senator Cornon. When was that proceeding filed, Mr. Sweetland? 

Mr. Sweettanp. I am sorry, I do not have the exact date here, but 
I believe it was early in the month of March. We have had already 

hearings on the subject and the sixth one is scheduled for the 3d 
of June. The matter is being explored exhaustively, and I will discuss 
that a little further here in a minute. 


PENDING HEARINGS 


I have heard also—Senator Cordon. this will interest you this morn- 
ing—that all surcharges are canceled in Oregon with the present bill- 
ing of the power bills and that the next hearing on our complaint will 
be on the 3d of June. 

To continue that first point, your committee should know that these 
pending hearings in Oregon—and Senator Morse pointed this out in 
his remarks—were brought by Mrs. Sweetland and myself as rate 
payers for the Portland General Electric Co., whose spokesmen ap- 
peared here previously, and we challenge the equity and legality of 
forcing these rate payers to underwrite the costs of generating steam 
power when Columbia River hydropower is short. 
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We challenge also the manner in which the Oregon surcharge was 
imposed. I am here to tell your committee that we do not believe 
there is any more justification for the people to pick up the tab for 
this surcharge through the proposed Federal subsidies to the power 
companies for their steam power, than there was for forcing Oregon 
rate payers to pay a heavy surcharge this year. 

Second, your committee was not told the history of the Oregon 
Surcharge, which the witnesses now seek to pass over to Federal 
responsibility. I am sure your  inenibere should know that the pres- 
suré upon your committee for a new sort of subsidy for the steam- 
generation costs comes from public resentment throughout our area, 
not only against the unjustifiable surcharge itself, but also against 
the manner in which it was imposed. 

I mean this pressure comes indirectly from that resistance in the 
Northwest. 

In 1951 hearings were held in September at the request of the three 
major private companies, in anticipation of water shortages requir- 
ing supp lement: iry steam power, asking pe rmission of our Oregon 
Public U tilities C ommissioner to recover costs of steam power through 
a consumers’ surcharge or emergency rate. 

The rains came soon afterward, the need for steam power passed, 
ind the Commissioner denied this application. All Oregon citizens’ 
groups which are concerned with power rates assumed this to be a 
completed transaction. We assumed any future request to hike rates 
would require new proceedings, as provided in Oregon law. 


IMPOSITION OF SURCHARGE 


Without warning or new hearings, Oregon rate payers were con- 
fronted with an order for a 20 percent surcharge for an indefinite 
period with their billings beginning in December 1952, some 14 or 
15 months after the 1951 hearings. As brought out in legislative 
hearings in the Oregon Legislature, the legal rights of Oregon rate 
payers to appeal to the courts on the 1951 hearing died 90 days after 
that hearing, and almost a year before the 20 percent surcharge sud- 
denly appeared on our monthly pn 

The third point is that I find no statements in the testimony—again, 
I must say the testimony that I saw—he actos given you that public 
opinion in Oregon was so land of the 1952 53 surcharge, that 
felelatson was enacted making it much more difficult to again impose 
. surcharge as was done this year. 

House bill 104, which I introduced in the legislature, was over- 
whelmingly adopted, was signed by the Governor, and is now law. 

Senator Corpon. Do you have a copy of it, Mr. Sweetland ? 

Mr. Swretianp. I might have, Senator, if it would be of interest to 
you. I might be able to produce one before I leave town 

(This information was not submitted to the sube ommittee. ) 

Mr. Swreranp. It would require hearings for any substantial sur- 
charges before any subst antial surcharges could be imposed. It re- 
quires separ% ate itemization on the mont] statements of the amounts 
of any surcharges imposed, instead of merging the totals in one fig- 
ure aS was done this year So th: it rate payers Sal know how much 
the surcharge was and how much the basie rate w iS, and the law 
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requires that all proceedings be brought under the one section of pow 
the utility law authorizing emergency rates or surcharges. 
This year, it was not done in that manner. 


PROVISION OF OREGON UTILITY LAW REGARDING EMERGENCY SURCHARGES 


Senator Corvon. May I interrupt to ask you whether the provision 
of Oregon utility law with respect to emergency charges itself pro 
vides for a he aring? Do you know ? 

Mr. SweerLianp. It did not an to this new law. I hope I am 
correct, Senator Cordon, and, of course, you will not finally rely 
on my statement here, but I believe that up until this time had 
been brought under the emergency rate clause, it would not have 
required hearings. Since they did not use the surcharge or emergence, 
rate section of the Oregon utility law in this previous transactio 
hat I just described, there was no hearing this second time and the 
made the effort 14 or 15 months later to relate the whole thing back 
to the hearing held in the water year of 1951 

Senator Corpon, That matter is in iss and the 
pending ¢ 

Mr. SWEETLAND. Yes 


RETURN OF PAYMEN'I 


Senator Corpon. May IT ask vou one other quest 
IS hot w holly relevant. Do the pleadings and the iss 
1 this litigation ask for al vreturl of pavimnent f 

Mr. SweetLanp. Yes: they do, Senator Cordon. 

Senator Corpon. What I am getting at is the 
( harge W il] be ho lou ver placed W il] hot operate to hia 
moot? It would have to goto decision ? 

Mr. SweetLanp. No, sir: the proceedings are going ri 
we are asking for reimbursement or a credit on the consume 
for the amount that we _feel was unjustly collected. totaling som: 
$3.300.000. ; 


Concluding that third point, with public opinion inflamed 
the surcharge device, the power COTM panes how have come to VO 
committee for relief. 

Point 4. We find no statement in the testimony of the power con 
pany witnesses or State officials who appeared here in which you 
committee was told why the surcharge should not be borne by the 
private utilities asa part of their cost of oper: ation. 

Some vears ago, the private companies in our region rejected 
ontracts with the Bonneville Power Administration for gwuaral ad 
firm power deliveries. Instead, they make a deliberate management 
decision to take their chances with buying the lower cost, but not 
cuaranteed, surplus of dump power. There was always the problen 
during low water in December of supplementing oan eae with 
steam power, but until 1952 the gamble paid off. 


PROFITS TO PRIVATE COMPANIES 


You will find that these three private companies, Portland General] 
Electric, Pacific Power & 7 Co., and Mountain States Power Co.. 
profited some $11,600,000 by the use of the low-cost, interruptible 
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power, over what it would have cost them at the firm power rate paid 
by public agencies and municipal systems in our region to Bonneville. 

We believe your committee and the Congress will not feel justified 
in paying those steam costs out of Federal revenues as now proposed, 
since they were the result of an anticipated and consciously assumed 
risk of the business. We flatly deny that these three companies 
suffered any discrimination; they merely incurred costs which are a 
normal incident of choice in our free-enterprise system. 

We emphatically refute the testimony given you earlier that this 
policy constituted discrimination against private utility rate payers. 
We submit that these costs should have been absorbed, as the profit 
margins amply would permit, by the private utilities w ithow penalties 
on consumers or taxpayers as they are now request ing. 

There are many other facets of and factors in this power-cost prob- 
lem of our State and certainly I have touched only a few of them as 
they relate to this surcharge problem this morning. 


SOLUTIONS TO COMPLICATIONS 


In conclusion, 1 suggest that there is an equitable ancl sound solution 
to these complications: 

One, these wrinkles in the power-supply pattern will be ironed out 
only when we have adequate low-cost power for the needs of our 
region. New power resources through the orderly development of the 
potentials of the Columbia River system will accomplish that. 

Second, in the immediate surcharge problem, if these companies 
want the privilege of buying dump power at dump-power rates, they 
have no right to come to you asking the Government to subsidize them 
when dump-power shortages require supplementary steam generation. 

The private companies, according to their testimony, are looking for 
a way to avoid direct consumer surcharges, and therefore now ask you 
to pick up the tab for the steam-power costs, and yet permit these com- 
panies to buy dump power at the special low rates. I submit that to 
accept that formula would be a misappropriation of public funds. 


EARNINGS OF PRIVATE COMPANIES 


The earnings of the private companies are at an all-time high. 


Chey would not be made insolvent or even un profit: ible if they assumed 
the normal risks of private » business in a management decision, in 


1 


spite of restions In previous testimony that this would be too 
ereat a ac 

Even if you subsidized the private companies out of the earnings of 

the Bonneville power system rather than out of the Treasury itself, 
s1s being’ proposed DY the companies, this would be no less unjustifi 
able and contrary to the best interests of the people and the power 
program. 

Senator Corvon. Mr. Sweetland, the testimony before the commit 
tee here over the years has been that there has not been e nough oo 
in the Pacific Northwest in order for contracts to be made with th 
private utilities for any guaranteed firm power under the interpre 
tation of the Bonneville Act that was being used as a guide for Bonne 
ville. That testimony has been here for years. You indicate that 
the private utilities had an opportunity to contract for that power 


es 


5 } 
1 for them to assume. 
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and I raise the question because I would like to have you check the 
facts and see whether the committee itself has been laboring under a 
misrepresentation in the past, because that representation has been 
made both by the power companies and by the Bonneville Power 
Administration. 

Mr. SweetLanp. Senator Cordon, I can tell you about one situa 
tion. I cannot put my finger on the year without checking the rec- 
ords, but I think the power companies will not dispute that they were 
offered firm power contracts about 11 years ago and after a long series 
of negotiations rejected them. 






















RIGHT OF 





FEDERAL GOVERNMENT 





TO CONTROL RETAIL RATES 








One of the representatives I debated recently, the head of informa- 

tion of the Portland General Electric Co., did not deny that for a 
minute, but said that those proposed contracts contained terms that 
their organization would not accept, terms which included the right 
of the Federal Government to control the retail rates, since the power! 
came from our public dams, and the right of controlling the resale 
rates under the Utilities Commission of Oregon and probably of 
going into the records of the private power companies for the purpose 
of determining what was a fair rate, so I believe on that point, 
Senator Cordon, it would be important probably to get the actual 
history of that incident. I believe you will find that they did have 
that option. 

Senator Cornon. I think so, one reason being there could not have 
been a sale in 1942 because there was not enough power. It would 
have had to be a sale in the future, that is, power to be produced was 
not available then. You had the aluminum companies which now 
take somewhat more power without the Harvey Co. in, and then 
Bonneville itself, for instance, produced the generators just beginning 
to be installed at Grand Coulee, so we were looking at that time at a 
contract that would be in the nature of promise for the future. 
Have that in mind when you go into the matter. 

We appreciate very much your appearance here. The committee 
is always open for views that are pertinent to any problem that we 
have. 

Mr. Sweetiann. Thank you very much. 

(The following letter was received by the chairman of the sub- 
committee :) 




















THE MAYFLOWER, 
Washington, D. C., May 26, 1958. 
Hon. Guy Corpon, 
Chairman Intcrior Subcommittee Senate Committee on Appropriations, 
United States Senate, Washington, D. C. 
Dear SENATOR: The writer ! 


1a8 been in Washington for the past several days 
on business matters 


. While here my attention has been called to a statement 
made before your committee on May 22, by Mr. Monroe Sweetland of Milwaukee, 
Oreg. Mr. Sweetland’s testimony is so contradictory to that given by me and 
all other witnesses on April 28 last, that I stayed over the weekend to prepare 
this letter and the enclosed supplementary statement which I trust you will 
find of interest and place in the record. 

In describing the testimony of myself and others on April 25-29, as misleading, 
Mr. Sweetiand misleads the committee by setting forth several major points 
which are not in conformance with the facts. They are: 















INTERIOR DEPARTMENT APPROPRIATIONS, 


1. He alleges that the private utilities should bea 
wide power shortage in the Pacific Northwest, such 
and winter because they rejected contracts 
tration for guaranteed firm power—instead 
or dump power, and 

2. He alleges they profited thereby) 
profit to absorb such costs, etc., and 

3. He alleges specifically tl 
such a firm-power contract witl 
was important, however, to get “the actua 

The truth is that PGE has never rejected 
for firm power. On the contrary, it has sou 
supply since 1988 without success ex 
ber 1941. PGE has purchased along wit 
ties, so-called dump or nonfirm power and ‘ 
Bonneville Power Administration’s inability or unw ngness to make firm power 
available for the benefit of eight-hundred-thousand-odd customers in the 
manner contemplated by the Bonneville Project 

With respect to his point No. 2, PGE has not profited by the use of such dump 
or nonfirm power as compared with firm power. Any profits it has secured have 
been in spite rather than because of lack of an adequate supply of low-cost firm 
power from Bonneville. Under State regulation, PGE makes no profit whotsoever 
upon the Federal investment in power facilities. Any and all savings from 


Bonneville power purchases have been passed on to the customers PGH's 
profits are limited to a “bare bones” return upon the value of il wn faci 


used in the public service. PGE has neither ample protits r reserves with whi 


to absorb emergency costs of the magn de encountered in 1952-53. Its profits 


stated in dollar amounts are at an all-time high but this is use the capital 
investment has been nearly doubled since World War II and gross revenues, 
number of customers and power loads are also at an all-time high. In terms of 
percent return upon its investment, its profit is on the decline. 

PGHE, after extensive negotiations, did reject Bonneville’s draft of a contract in 
1942 because it contained provisions not contemplated by the Bonneville t 
and would, in effect, have required the company to agree commit suicide. 
The contract was unlawful because as a condition precedent signature, PGE 
was to sell segments of its properties at prices satisfactory to Bonneville, and 
additionally, give Bonneville, or its nominee, an option on all its remaining 
property at prices satisfactory to Bonneville. The Bonneville Act contemplates 
no such condition. Furthermore, PGE could not grant such an option without 
the approval of its stockholders, which was impossible due to conditions described 
in the enclosed statement. In any event, the proposed contract would have been 
no cure in the 1952—53 cost situation since it was for only 50.000 kilowatts and 
for only 5 years certain. Also, it may not have been a valid offer since on Febru- 
ary 15, 1943, Dr. Raver wrote PGE that the contract had been sent for discussion 
only and did not constitute an offer. 

Other contract drafts suggested in 1946 and 1947 are discussed in my statement. 
These proposed contracts would have had no bearing on the 1952-53 cost situa- 
tion. 

I do agree with Mr. Sweetland’s conclusion No. 1 that more projects are needed 
to provide ample power for the region. For many years past, and as recently as 
May 18, 1953, PGE representatives have consistently supported appropriations 
for feasible Federal multipurpose projects. Additionally, PGE is spending sev- 
eral millions in developing its own generating plants and has tried for 4 years 
so far without success, to secure the necessary permits to construct 
345,000 kilowatts of hydroplants at an estimated cost of $80 million. 

I regret that Mr. Sweetland did not look up the facts which were readily avail- 
able from PGE and official records in the United States courthouse at Portland, 
Oreg. 


another 


Respectfully yours, 
PORTAND GENERAL ELectric Co. 
By THos. W. Detzect, Chairman. 
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SUPPLEMENTARY STATEMENT BY THOMAS W. DEIZELL, CHAIRMAN OF THE Boarp 
PORTLAND GENERAL ELEctTRIC Co. 









(This statement also supplements letter of this date to Senator Guy Cordon, 
chairman of the subcommittee) 





HIGHLIGHTS OF 






PAST CONTRACT NEGOTIATIONS WITH BONNEVILLE POWER ADMINISTRA- 
TION AND RATES PAID FOR POWER 














General 





Portland Electric Co. has been negotiating with Bonneville Power 
Administration for a long term power contract for many years. These negotia 
tions have been unsuccessful. PGE commenced buying BPA power in 1988 
delivered over lines of another power company. A 1-year contract was executed 
as of December 1, 1989, which provided for 10,000 kilowatts until June 1, 1940, 
and thereafter 20,000 kilowatts. It provided for payment at the C—2 rate of 
$17.50 per kilowatt-year with excess energy to be billed at 2% mills per kilo- 
watt-hour and also provided that the Bonneville Administrator could reduce 
the contract demand back to 10,000 kilowatts if, in his judgment, the power 
was needed to supply public agencies and also provided for the company’s right 
to renew the contract for 1 year, which it did. Subsequently, the contract was 
extended by Bonneville for 3 days and then 7 days, making the effective termi- 
nation December 10, 1941. From that date until the fall of 1947, service was 
rendered at what BPA termed a “day-to-day” contract. From 1947 to the fal 
of 1951 a series of 1-year contracts were in force. The present 5-year agreement 
was made effective October 1, 1951. 

With the exception of the approximate 2-year period, ending in 1941, when 
the company purchased a specific block of firm power, it bought from BPA, 
its requirements for firm power over and above the firm capability of its own 
generating facilities to the extent that Bonneville was able and willing to guar- 
antee delivery of these requirements. PGE’s requirements were determined by 
the formula set forth in BPA’s published tariff. Thus, PGE paid for this firm 
power at BPA’s published rate for this character of service which was the same 
rate as was paid by such municipal operations as Seattle and Tacoma, as well 
as others. When Bonneville became unable to guarantee the company’s firm 
power requirements, PGE paid for the amount of power that was guaranteed 
aut firm power rates and paid for any additional power received on a variation of 
the firm power rate which was promulgated by Bonneville and approved by the 
Federal Power Commission. 

























The basic reasons for our inability to conclude a long term contract with BPA 
have been the administration’s insistence on full control over PGE’s resale rates 
ind an agreement by the company to sell all or parts of its facilities to public 
agencies under certain conditions and at predetermined prices to be approved 
by Bonneville. Some of the contracts submitted, notably in the years 1942 and 
1946, also provided that the company was to give Bonneville Power Administra 
tion Or its nominee, an option upon all of its remaining properties at a price 
satisfactory to Bonneville. In some cases, the sale provisions have been in 
addition to the requirement of resale rate control and in others, they have been 
presented as a substitute. 

Che company’s objection to granting Bonneville full control over its resale 
rates was because the sovereign State of Oregon already exercised such control 
and we did not have the power to take this control away from Oregon and give 
it to Bonneville even if we so desired. The resale rate regulation proposed 
by Bonneville provided in effect for cancellation of the proposed contract in the 
event the administrator considered the rates to be unreasonable or discrimina 
tory. Thus, the company would be dependent upon the decisions of one man 
with no effective recourse to a reviewing body'and no effective means of replacing 
the lost power supply 














The present 5-year contract made effective October 1, 1951, is an improvement 
but is not satisfactory in that it makes possible a recurrence of the present in 
equitable situation with respect to power allocations and steam cost during short 

e periods. This is so because in addition to giving a substantially unrestricted 
priority to public agencies, further reinforced by a series of requirements con 
tracts plus priority for about 1,100,000 klowatts of industrial louds on long-ter 
contracts, it permits new industrial contracts on 







nN 
a long-term basis, whereas any 
mmitments to the private utilities are on a 3-vear basis. Thus, the short 
ferm commitments to the private utilities for the benefit of their eight-hundred 

ousand-odd customers can be caught in the squeeze between expanding public 


zency requirements on the one hand, and expanding new industrial commit 
ments on the other 
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Presently, PGE and several other affected private utilities in the shortag 
area are negotiating with Bonneville for revised contracts on a 20-year basis 
as contemplated by law but subject to the 5-year pullback provisions of the Bon 
neville Project Act where applicable, and where the power is needed for publi 
agencies. The principal virtues of such a revised contract would be, first, a 
longer term basis upon which to plan and secondly, a definite priority for the 
general public and particularly the residential and rural customers ahead of new 
commitments to industry This would be in accord with the intent of the Bor 
neville Act and the related legislation Unfortunately, however, and due to the 
large commitments already made by Bonneville to its industry customers, there 
will be for a period of years very little firm power available for the general pub 
lic served by the private utilities, Consequently, when water conditions are be 
low normal the private utilities will be exposed to excessive steam generation 
cost to fill the gap. Ultimately, if the companies are to maintain their credit, 
these costs must be passed on to their customers, since, under strict State regula 
tion, the electric companies are not permitted sufficient earnings to build up r 
serves to cover an emergency cost of this nature Therefore, although revised 
contracts are desirable, they are in no sense a solution to the short term prob 
lem of finding an equitable method of spreading abnormal steam-generation costs 
upon all those in the Pacific Northwest who benefit by reason of such steam-plant 
generation. 
PGE distributes Bonneville power without profit upon Federal investment 

Early in the 1940's the Bonneville Power Administrator was concerned that 
PGE and other affected private utilities would purchase the low-cost Federa 
power and not pass on the resultant savings to the general public who were to 
be the principal beneficiaries under the terms of the Bonneville Act Mr 
Sweetland, in his testimony, expressed concern over the alltime high profits and 
intimates that PGE has retained in the past, these savings for the benefit of its 
stockholders rather than passing them on to its customers. This is completely 
erroneous. Under the terms of orders of the public utilities commissioner of 
Oregon, all such power cost Savings must be passed on to the customers. PGE 
and other similarly affected private utilities subject to State regulation are 
permitted to earn only a reasonable return upon their own facilities used an 
useful in the public service. They make no return whatsoever upon the Federal 
investment. The cost of purchased power is an operating expense and is 
recorded as such with no markup. The company distributes this Federal power 
without profit in exactly the same sense as do the muncipal utilities, publi 
utility districts, and cooperatives. The only difference, if there be any, is 
technical and relates to relative fixed charges Because the private utiliti 
pay all manner of State and local taxes as well as Federal income taxes, their 
cost of capital and therefore their operating profit or rate of return must approx 
mate 6 percent, whereas some of the municipal utilities can get by with a rate 
of return approximating 4 percent since they have complete exemption from 
Federal taxes and complete or partial exemption from local taxes and 4 percent 
represents, with tax exemption, their cost of capital in this illustration 

If the profits of the private utilities are at an all-time high, it is because sue} 
is logical, necessary, and entirely propet This is because they have expended 
large sums annually for new capital facilities upon which they must earn 
return if they are to attract the veluntary investments in their securities neces 
sary to provide the capital for expansion For illustration, PGE has almost 
doubled its capital investment since World War II It is interesting to observe 
however, that although gross profits have gone up in amount more or less, in 
accord with the growth of the capital investments, the actual profit in terms of 
percentage return has been consistently on the decline. PGE is presently earr 
ing an overall return of slightly less than 6 percent upon its capital 
compared with 644 percent or more when money costs were higher 








Comparative power costs 


Mr. Sweetland argues that PGE and the private utilities have secured lower 
cost power from the Federal Government than have the public agencies an 
municipalities, have profited accordingly, and should therefore absorb a 
abnormal power costs during emergency periods Again, Mr. Sweetland is wholly 
in error. He misunderstands the manner in which the Bonneville rates work 
Let me explain for the benefit of the record. Bonneville’s basic wholesale power 
rate available for both public and private utilities and industries is its so-called C 
rate (variously known as C—2, C-3, and presently C-+4). This rate provides firn 
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power at a cost of $17.50 per kilowatt-year. In other words, it is a flat rate by the 
year and is presumed to be there for the customer 24 hours each day if the cus 
tomer can use it. To do so, however, would require 100 percent use or what is 
called 100-percent load factor. Most utilities operate at much lower overall load 
factors ranging from as low as 35 percent to say 75 percent. Thus, this Bonneville 
power, if used, at 100 percent load factor costs in terms of kilowatt-hours 2 mills; 
if used at 50 percent load factor the cost would be 4 mills per kilowatt-hour; 
at SO percent load factor, 2.5 mills, et As u matter of fact, the aluminiim 
companies operate in their reduction processes at nearly 100 percent load factor 
and thus secure Bonneville power at a cost of only slightly in excess of 2 mills. 
The cost for the public agencies and the private utilities varies with their 
respective load factors. ‘Those utilities, Whether public or private, which have 
some generating facilities of their own, can purchase the Bonneville power and 
frequently meld it in with their own generation in such a manner as to use the 
Bonneville power at a relatively high load factor and thus at relatively low 
kilowatt-hour cost. This the private utilities have done with such power as has 
been made available to them. That is one of the reasons why they have main- 
tained a central load-distributing office at Spokane, Wash., such as I described 
in my April 28 testimony. 

It should be noted that the private utilities, including PGE, frequently buy 
power from sources other than Bonneville. This purchased power is higher 
cost than Bonneville’s energy. Therefore, the average cost of all purchased 
power to PGE and the other utilities, is substantially higher than the rate paid 
for the segment which comes from Bonneville 

Subsequently, Bonneville did establish another rate schedule for the benefit 
of such public agencies as acquired 100 percent of their power supply from 
Bonneville and had relatively low load factors. This rate was designed to give 
such public agencies a ceiling price per kilowatt-hour 

Suffice to say that PGE has always been willing and is now not only willing 
but desirous of securing a larger proportion of its power requirements from 
Bonneville even though this may mean some increase in cost per kilowatt-hour 
The advantages of an adequate power supply of admittedly low-cost Federal 
power outweigh the disadvantage of possible increases in the cost per kilowatt 
hour which would probably occur as the quantity of power purchased increased 
and the load factor applicable to purchased power from BPA decreased. Paren 
thetically, it might be observed, that the Federal power is desirable because of 
its low cost and that its low cost is primarily because it is wholly tax-exempt 
As a matter of right and law, as well as because of the competitive situation, it 
is therefore important that customers of the several private utilities receive, as 
citizens, their fair share of this low-cost power. This is particularly important 
in the Pacific Northwest where the Federal power supply dominates the whole 
sale market. 


1942 contract situation 

Mr. Sweetland has referred to an alleged offer of about the vear 1942 wherein 
PGE declined to accept firm power on a long-term contract basis. Let me cover 
at least the highlights of this situation. Dr. Paul J. Raver, the present Bonne- 
ville Administrator, took office in the fall of 1989. Mr. D. L. Marlett, former 
Assistant Administrator, is authority for the statement that one of the first 


of the Administrator's problems involved negotiations with PGE. It is my 
understanding that the Administrator concluded it was necesSary that some 


arrangement be made with PGE which would assure rate reductions to consumers 
resulting in the saving from the use of Bonneville power and that another factor 
was the Government’s request that PGE transfer Bonneville power to three public 
agencies in its territory, namely, Forest Grove, Canby, and McMinnville, Oreg. 
A third point involved the transfer of facilities of PGE in Clark County, Wash.., 
to a public-utility district which had been formed by a vote of the people of that 
county in November 1938. Subsequently, the Administrator became concerned 
over the transfer by PGE of its facilities in the city of Woodburn, Oreg., which 
in September 1940 had voted to amend its city charter to permit municipal 
ownership. The Bonneville Administrator concluded that these properties must 
be transferred before any long-term contract could be entered into. PGE took 
the position that the offer of the Clark County Public Utility District was inade 
quate and that the PGE preferred, if necessary, to see those properties con- 
demned in the manner prescribed by law and on the expectation that a higher 
price would be realized, 
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With respect to Woodburn, it is my recollection that PGE took the position 
that the city had not taken the second step, namely the approval of a bond issue 
with which to buy the properties and that, furthermore, the prices under discus 
sion were unsatisfactory. 

Subsequently, and according to the testimony of Dr. Raver before the Secur 
ties and Exchange Commission, the then management of PGE took the position 
that it would be unwilling to sell the segments of property as a condition prece 
dent to a contract, but might be willing to sell all of the properties, if the people 
voted in favor of public ownership, for a satisfactory price and providing that 
either Bonneville, its nominee, or some public agency ad the reciprocal obliga 
tion to buy whenever that event occurred. 

Whether the idea of a systemwide option initially came from PGE’s then 
management or from the Bonneville’s Administrator, is perhaps immaterial 
The point is that it was enthusiastically adopted by Bonneville and thereafter 
became a “must” with respect to contract negotiations 

In the year 1941, as one of the independent trustees appointed by 
States court, I was engaged, pursuant to the court’s order, in making : 
of the capital stock of Portland General Electric ¢ 
Portland Electric Power Co., which was the debtor corpo1 ¢ raniz l 
in said United States district court. The independent trusts e 1 to Bonne 
ville making a parallel valuation at that time for purposes of their option claus 
because it interfered with our work. However, in the years 1941 and 1942, par 
ticularly the latter, there were numerous conferences between all parties inter 
ested in the reorganization proceedings and Bonneville and the Securities and 
Exchange Commission looking toward a solution of th ont t with option 
clause proposal. Suffice to say, that the conferenc oke up in the summer of 
1942 because the independent trustees had determined upon a valuation for the 
capital stock of PGE several million dollars in excess of the amount desired by 
Bonneville for its option clause. Thereafter, however, Bonnevi transmitted a 
draft of a contract, dated November 10, 1942, to PGE. This draft of contract 
contained several provisions which are of significance in considering Mr. Monroe 
Sweetland’s testimony. They are: 

1. The contract demand was for only 50,000 kilowatts and good for 
only 5 years. 

2. Contained the unacceptable and unlawful conditions req PGE, on 
demand of the Administrator, to sell its electrie properties in Clark County, 
Wash., and Woodburn, Oreg., and to sell if tire property : ‘rtain cond 
tions at a price to be agreed upon prior to signature of t ont t. We had 
already disagreed with respect to price, and the capit < could not he 
sold except with the approval of the United States district court. The stock 
holders could not approve, because no one then kne' ‘ the ult ite 
stockholders were to be. That was what the United rt was en 
deavoring to ascertain. 

Regardless of all other considerations, the 50,000 kilowatts provid r in 
contract and the cancellation period of 5 years made it wholly inadequate t 
have afforded PGE any relief from steam costs during the winter of 1952-53 
Under date of February 15, 1948, the Bonneville Administrator wrote PGE t 
the effect that the November 10, 1942, draft was sent for discussion only and did 
not constitute an offer. He refused to sign any revised contract as proposed by 
PGE with the option clauses deleted and reaffirmed his insistence on provisions 
in any long-term contract which would require the sale of certain of the com 
pany’s electric properties, 

Subsequently, there was litigation between PGE and Bonneville relating to 
this contract and there was litigation also between the independent trustees and 
Bonneville Power Administration. Full information on this complicated subject 
can be obtained from the files of the United States Court for the District of 
Oregon, in re Portland Electric Power Co. 


Contract situation, 1946 


In 1946, after the end of World War IT, long-term contract negotiations were 
resumed between PGE and Bonneville. Notwithstanding the failuré of the 1942 
contract-option-clause negotiations, Bonneville on May 27, 1946, transmitted to 
Mr. Franklin T. Griffith, of Portland General Electric Co., a draft of contract 
which again included provisions for the sale of the company’s properties. This 
contract draft provided for a term of 20 years, with the proviso, however, that 
it would terminate 2 years from the date of its execution unless prior to such 
time “(a) the Administrator has been authorized to purchase the electric prop- 
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erties pursuant to the provisions of this contract and the necessary funds for 
such acquisition have been appropriated, or the Administrator has been author- 
ized to obtain the necessary funds by other means; and (b) the company obtains 
such approval of its stockholders of the provisions as may be required by law.” 

For the reasons cited with respect to 1942, PGE did not continue negotiations 
on this contract. In fact, it was not a bona fide offer from Bonneville, as is 
disclosed from the Administrator’s letter of transmittal dated May 27, 1946, 
and reading as follows: 

“DEAR Mr. GrirFitH: In accordance with our telephone conversation of this 
afternoon, I am enclosing drafts of a contract and bill prepared along the lines 
of the discussion we had 2 or 3 weeks ago. Due to the pendency of the lawsuits 
filed by your company and the PEPCO trustees, and also to the fact that I desire 
to discuss this matter further with Secretary Krug, this draft is not being sub 
mitted to your company by way of resuming negotiations. It has been prepared 
exclusively for interoffice discussion purposes, and the enclosed copy is being 
sent to you for your personal information only. 

“Sincerely yours, 
“PavuL J. RAver, Administrator 


In summary, the following can be said of the 1946 negotiations: 

1. Bonneville still insisted on requirements that the company sell all or 
part of its properties. 

2. No contract was actually offered to Portland General Blectric Co. at 
any time. 

During 1947, there were, however, some further discussions with respect to 
short-term power contracts. Under date of March 25, 1947, Mr. William A 
Dittmer, power manager for Bonneville, transmitted several copies of a proposed 
contract dated March 25, 1947, and with a comment, “This draft has not been 
fully checked in the organization and is, therefore, submitted for discussion pur 
poses subject to further change on our part if that should be found desirable. I 
think the changes included were all referred to in our last meeting.” 

Without going into detail, under the terms of this contract, Bonneville com 
mitted itself to deliver power requirements of PGE only after PGE had utilized 
all other sources of power available to it. In other words, PGE could be re- 
quired to operate all steam available. Obviously, this would not have cured 


2 


the excess steam cost situation of 1952-53. 


COLORADO RIVER DEVELOPMENT PROGRAM 


STATEMENT OF HON. WALLACE F. BENNETT, A UNITED STATES 
SENATOR FROM THE STATE OF UTAH 


GENERAL STATEMENT 


Senator Corpon. Senator Bennett is here and desires to make a 
statement for the record. Would you take charge, Senator Hayden? 

Senator Haypen. I would be pleased to. 

Senator Corvon. Incidentally, when Senator Bennett finishes the 
hearings are closed except for the representative of the trust terri 
tories who will be here on Monday. 

Senator Bennetr. Thank you. I wish first to associate myself with 
the testimony given here during this hearing by my colleague, Senator 
Watkins, and by Congressman Stringfellow from Utah, and by my 
two colleagues from Colorado who testified for the desirability of 
additional funds for planning and investigation on the whole Colorado 
River development program. 





UPPER COLORADO RI 


Since a bill has been introd 
ipper Colorado River } 
would be desirable to contin 

iahest possible level, partict ‘ly n view ot 
erstand it, in 1955, the automatic funds from the Bou 
ect will come to an end and thus increase the necess 
riations if they are not continued at the presei 
substantially above the use of the fund from the Boulder Dam project 
tself. 

With respect to the approp! iations for plat l i? and investigatio1 
related directly to my State of Utah, I have only one obser, ition. If 
the committee in its wisdom should decide to increase the funds for 
planning and investigation, I hope they will consider the f 
the Bear River project, Oneida division, which serves both 


Idaho. 


PROJECT 75 PERCENT COMPLETI 


That project is now approxin ately 15 percent con plete. 

In the $4 million recommendation, there was $50,000 contained to 
ontinue this project, which is approximately 10 percent of the esti- 
inated total cost and which is approximately equal to the funds avail- 
able in the 1953 program. I make no plea for the full amount of 
$50,000, but since the project planning is so close to completion I hope 
there may be some funds which can keep it alive and continue the 
planning program until an easier fiscal situation will 
continued. 

Mr. Chairman, that is my testimony. I thank you for the opportu 
nity of putting it in the record. 

Senator Haypen (presiding). I want to say that vou have my entire 
sympathy in asking that more funds be made available for investiga 
tion. I thought that last year we made a mistake w hen we reduced the 
amount from $5 million the previous year to $4 million and I thought 
it was wise on the part of the budget to increase it. This reduction 


permit it to be 


by the House, it seems to me, would be simply disastrous because we 
know that these resources have to be developed. 

We know that great errors can be made if you do not 
the right way, whereas if adequate planning is not taken 
time comes to do the work you are not in shape to go about 


cre 


APPROPRIATION 


I can cite to you, Senator, what happened in 1933. In order to pro 
vide work for the unemployed, Congress appropriated $3,300,000 and 
it was the assumption the House and in the Senate that the money 
would be expended on real worthwhile and well-engineered projects. 
It turned out there were no plans for such projects and the Works 
Project Administration under Mr. Hopkins started out very modestly, 
but they found work for the unemployed by undert ng small project 
that could be undertaken immed itely and the othe 
laid aside and intended to expend for the worthwhil 
of plans, could not. be expencde al. 
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President Roosevelt allocated to the proposed reclamation project 
in the West money enough to carry them on for 4 years. ‘Then, when 
the work could not proceed there, that money was taken away and 
turned over to Mr. Hopkins. 

I do not say it was wasted, but it was not devoted to something that 
added to the permanent taxable wealth of the Nation. It is all might 
to build a schoolhouse, but a schoolhouse is still an expense, whereas 
if it was placed on a highway over which commerce can pass, you add 
an asset to the Nation. 

The same is true of reclamation projects and all those things. Iam 
firmly convinced that planning is highly essential. 

Senator Bennerr. I think, Senator, there is no question in the 
minds of any of us in the West that eventually the Colorado Rive: 
Basin will be developed. This is not a pipe dream. This is one of 
those things to which I believe both political parties have been more 
or less committed and on which many hundreds of thousands of dollar 
have already been spent, and as we approach the time for actual con 
struction I think it is more vital than ever that we keep the planning 
process flowing at an effective rate. 

Senator Haypen. For instance, it happens so many times that in 
general planning vou decide that a dam can be built at a certain place. 
You go down and drill to find out where the bedrock is and you may 
have to move away from that site or you may find it is going to be 
more expensive or less expensive. 

It is just as important to find out what cannot be done as it is to 
find out what can be done. 


WEBER BASIN PROJECT 


Senator Bennerr. We have a situation of that kind in the Weber 
Basin project right now and the Bureau is in some difficulty because 
the people in the area assumed that the dam would be put at a certain 
place and then they discovered by drilling that it is not feasible, and 
it is upsetting a lot of people because they have to move it. 

It would be desirable to have that information far enough in advance 
so that you do not commit yourself. 

Senator Haypen. That Is right. 

Senator Bennerr. Thank you very much. 

Senator Haypen. Thank you. The hearing will be recessed until 
1O o'clock Monday. 

(Whereupon, at 11:55 a. m., Friday, May 22, 1953, the committee 


recessed to reconvene at 10 a. m., Monday, May 25, 1953.) 
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WEDNESDAY, MAY 27, 1953 


Unrrep Strares SENATE, 
SUBCOMMITTEE OF THE CoMMITTE E ON APPROPRIATIONS, 
Washington, D. G. 
The subcommittee met at 9:20 a. m., pursuant to recess, in room 
ik 82, the Capitol, Hon. Guy Cordon (chairman of the subcommittee) 
presiding. 
Present: Senators Cordon and Mundt. 


DEPARTMENT OF THE INTERIOR 
OrFice or TERRITORIES 


STATEMENTS OF D. OTIS BEASLEY, ADMINISTRATIVE ASSISTANT 
SECRETARY; WILLIAM C. STRAND, DIRECTOR, OFFICE OF TERRI- 
TORIES; FRANK E. MIDKIFF, HIGH COMMISSIONER, TRUST 
TERRITORY; J. A. McCONNELL, DEPUTY HIGH COMMISSIONER; 
D. H. NUCKER, EXECUTIVE OFFICER, OFFICE OF TERRITORIES; 
EMIL J. SADY, PACIFIC DIVISION, OFFICE OF TERRITORIES; AND 
SHIRLEY BOSKEY, ASSISTANT CHIEF COUNSEL 

CRUST TERRITORY OF THE PACIFIC ISLANDS 

Senator Corpon. The committee will come to order. 

We will hear from Mr. William Strand, Director, Office of Terri- 
tories, with respect to the item in the appropriation bill having to do 
with the trust territory. 

I will place in the record at this point the jusification for this item. 

(The justification follows :) 

OFFICE OF TERRITORIES 
Trust TreRRITORY OF THE PaActric ISLANDS 
( Revised estimate, $5,925,000 ; act $5,498,750) 
(House hearings, pt. 2, pp. 459-486 


Page 28, after line 15, insert the following: 
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‘TRUST TERRITORY OF THE PACIFIC ISLANDS 


“For expenses necessary for the Department of the Interior in administration 
of the Trust Territory of The Pacific Islands pursuant to the Trusteeship Agree 
ment approved by Public Law 204, Eightieth Congress, including the Expenses 
of the High Commissioner of the Trust Territory of the Pacifie Islands; com 
pensation and expenses of the judiciary of the Trust Territory of the Pacifi 
Islands; grants to the Trust Territory of the Pacifie Islands in addition to loca 
revenues, for support of governmental functions; $5,925,000: Provided, That 
all financial transactions of the Trust Territory, including such transactions of 
ill agencies or instrumentalities established or utilized by such Trust Territory 
shall be audited by the General Accounting Office in accordance with the pro 
visions of the Budget and Accounting Act, 1921 (42 Stat. 23), as amended, and 
the Accounting and Auditing Act of 1950 (64 Stat. 54): Provided further, That 
the government of the Trust Territory of the Pacific Islands is authorized to 
make purchases through the General Services Administration: Provided further 
That appropriations available for the Administration of the Trust Territory of 
the Pacific Islands, may be expended for the purchase, charter, maintenance, 
and operation of aircraft and surface vessels for official purposes and for com 
mercial transportation purposes found by the Secretary to be necessary in 
carrying out the provisions of article 6 (2) of the Trusteeship agreement ap 
proved by Public Law 204, Fightieth Congress: Provided further, That any 
assets and liabilities of the Island Trading Company of Micronesia outstanding 
on December 31, 1953, shall be transferred to and assumed by the Government 
of the Trust Territory of the Pacific Islands for purposes of liquidation of the 
Company, but such funds as remain after discharge of liabilities (ineluding 
the payment by the Company of $1,801,934 into the Treasury as miscellaneous 
receipts as required by the Interior Department Appropriation Act, 1953) may 
be used during the fiscal year 1954, to provide financial aid to local trading 
companies on a loan basis on such terms as may be determined by the Secretary 
to be necessary to insure continuation of local commerce.” 


TIOUSE REPORT 


“The entire budget request of $8.500,000 for the Trust Territory Islands of 
the Pacific has been disallowed. The appropriations bill for 1958 carried lan 
guage which provided that no funds were to be available for administration 
of the trust territory after June 30, 1953, unless organic legislation for this 
program is enacted by the Congress. To date no such legislation has been 
enacted and consequently the funds are denied. 

“The Trust Territory of the Pacific Islands is made up of the island groups 
known before the last war as the Japanese mandated islands. They have been 
administered by the United States under trustecship agreement with the United 
Nations, which agreement was approved in 1947 by the Congress. However 
in the absence of organic legislation the committee is entirely without guide 
posts in evaluating the programs for which appropriations are being requested, 
and is of the opinion that language in the appropriation bill for the purpose 
of making appropriations would be legislation in an appropriation bill.” 


JUSTIFICATION 


This amendment restores the language contained in the President’s budget 
for this item and inserts, in lieu of the $8,500,000 requested therein, the amount 
of $5,925,000 requested in the revised budget for the following activities : 


Re vised House bill 7™ 


Appropri 





Activity tad Z est ite, on } 2 
| ated, 195 1954 1954 requested 
High Commissioner’s Office $58, 004 $59. 000 $59. 000 
9 Jud ry 9, OM 56, 000 58. 000 
Grant 5. 3945, 846 5, 810, 000 5, 810, 006 


ot 5 493. 750 5. 925. 000 5. 925. 000 








IN 


A breakdown of the 


Personal Services 

Travel 

Transportation of thing 

Communication services 

Rents and utility services 

Printing and reproductior 148 
Other contractual services 1.400 
Supplies and materials 1, O76 
BHquipment 2 O18 


Grants, subsidies, and contributic 5, 810, 000 


Total 5, 925, 000 


fased upon experience in previous the fu ount requested at the 


Senate hearings will be needed to carry out an acceptable program in the Trust 


Territory of the Pacific Islands The total amount requested for 1954 is 
$5,925,000, which includes $1,250,000 to beg f ‘gent needed program of 
emergency construction lailure to appropriate these fur would result liter 
ally in the abandonment by United States of governmental responsibility in 
in area which is essential to its strategic interests in the Pacifie 

Organic legislation for t Crust tory of th acifie Islands is now in 


process of being cleared 


PREPARED STATEMENT 


Senator Cornon. Mr. Strand, I wm 
If it is satisfactory to you, the statemen 
record and you may just highlight it. 
(The statement referred to follows: 


Mr. Chairman, and members of the committee, m h lesire is to aid you 
any way possible in understanding the needs ¢ r trust t itory in the Pacific 
I shall make a very few observations, then introduce the High Commissivner of 
the trust territory to speak further 

Che Trust Territory of the Pacific Islands consists of over 2,000 islands and 
slets in 97 island groups in the western Pac , most vf w 1 are inhabited 
The entire territory, embracing the northern Marianas, the Carolines, and the 
Marshalls, has a land area of 687 square miles and a total population of approxi 
mately 57,000. But these islands and their peoples are distributed over 3 million 
square miles of ocean, an area as large as the continental United States 

The islands have been held to be tal to the security of the United 


Many of them are today stor nes the history of American arms 

These islands were mandated to Japan by the League of Nations after the 
World War. The Japanese fortified them and used them to make war on the 
United States They were wrested from the enemy in the Second World War 
at heavy cost in lives and money 

Military leaders and other authorities who are charged with the responsibility 
for the defense of the Nation have asserted that they must ney gain fall 
into unfriendly hands. 

The United States gained control over the administrat 
on July 18, 1947, through a strategic trusteeship 
Council of the United Nations. 

Under this agreement, the United States is obliged 
tional, social, economic advancement, and self-sufficien 
and “to stimulate the development of self-government in 

United States administration of the islands is, and hi en from 
tion, designed to fulfill these myriad responsibilities whil 
essary vigilance for national security. 

Security in the Pacific is the responsibility of the Navy: at present defense 
agencies occupy Bikini, Eniwetok, Kwajalein, Saipan, Tinian, and a portion of 
Guam. While the High Commissioner’s administration is charged with the many 
duties of governance listed in the trusteeship agreement, it also through it 
employees and through the friendly services of the islanders themselves, is and 
is expected to be an important aid in security responsibilities. The trust territory 
works in close cooperation with the Navy in the area 


ntaining tl 
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Prior to the signing of the trusteeship agreement, the islands were admir 
istered by military government units. On July 18, 1947, 





responsibility for the 
civil administration of the islands was delegated to the Navy Department by 





Executive Order No, 9875. Responsibility for the administration of the islands 
was transferred to the Interior Department on July 1, 1951, by Executive Ord 
No. 10265 

During its tenure, the Navy established 5 administrative dist: 
district in the territory each headed by a civil 
to the then High Commissioner. Adm. Arthur W. Radford, commander in chief 
of the Pacific and Pacific Fleet and who was located in Honolulu was the last 
Navy High Commissioner, serving until July 1, 1951. In addition, the Navy had 
civil administration representatives on Tinian, Rota 
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, and Kwajalein at the time 
of the transfer, each responsible to the nearest civil administrator 








The Navy had also established, by special proclamation of the Naval Governor 
of Guam, December 8, 1947, the Island Trading Co. of Micronesia to restor 
and rehabilitate trade, marketing exports, and fostering the 




















establishment of 
local business enterprise so that the territorial economy could be reestablished on 
a sound basis. 











At the time Interior took over the territory, the Navy had approximately 402 
officers and enlisted men and 65 civilians engaged in the administration of the 
islands, and 10 officers and enlisted men, and 20 civilians engaged in the activities 
of the Island Trading Co. This was a total of 497 American personnel engaged 
solely in this trust territory government work 

Interior continued the administration of the trust territory with essentially 
the same system as that employed by the Navy; i. e., through district administra 
tion centers located at Saipan, Koror, Truk, Ponape, Majuro, and Yap. On 
January 1 Saipan and Tinian were transferred back to naval administration, 
and since that time the administration of the remaining Marianas Islands has 
been centered under the High Commissioner’s liaison office in Guam. 

The operation of the Island Trading Co. has also been continued in the manner 
that it was originally brought into being by the Navy. 

There are currently 277 American employees assigned to the government of 
the trust territory. There are also 42 who are employed by the ITC, and paid 
from ITC operating funds, but not from appropriated funds or local taxes 

This reduction of 178 employees thus reflected from the size of the staff assigned 
to this work by the Navy is accounted for only in minor part by the return of 
Saipan and Tinian to Navy jurisdiction 

Air and surface transportation in the territory provided by naval aircraft and 
ships has been replaced by craft loaned to the Interior Department by 
agencies and operated under contract by private operators. 

Four Interior planes (soon to be reduced to 8) replaced the 7 military planes 
assigned to the operation by the Navy and 7 Interior ships replaced the 17 Navy 
vessels operating in the territory. 

The total cost of administering the trust territory in fiscal 1952 was approxi 
mately $5,815,000 of which amount around $4,265,000 came from appropriated 
funds. The balance was revenue collected in the trust territory. 

The total cost of administering the trust territory in fiscal 1953 is expected to 
be approximately $6,745,000 of which about $5,225,000 came from appropriated 
funds 

We are asking for $4,675,000 for operating expenses and $1,250,000 for special 
construction for fiscal 1954, making a total request of $5,925,000. We expect 
the total cost of government of the trust territory in fiscal 1954, including the 
cost of vitally needed construction, to be $7,232,500. $1,307,500 of this cost will 
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OO get me 
be met from revenues derived in the trust territory. 

At the time Mr. Midkiff became High Commissioner, there were 58 persons 
in the headquarters staff at Honolulu and 222 persons in the field. Since that 
date, definite steps have been taken to reduce the headquarters staff by 12 
and in addition to move 14 more into the field. 

Further, costs of air and surface transportation services are being reduced 
by reducing the frequency of air service and by replacing the diesel-powered 
cargo vessels we now have in intradistrict transportation by sailing schooners 
Our present budget is based on these economies 

I feel that it is absolutely essential to continue for 3 more years the Island 
Trading Company which has been functioning successfully since January 1, 1948. 
The added time will provide the trust territory administration with the oppor- 
tunity to strengthen the island economy to the point where local private enter 


prise can assume the activities of the ITC and open the way for a more orderly 
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liquidation of that company than 
the Appropriation Act of 1953 
Mr STRAND. Mr. Chairman, \ h I ‘e today r. Frank Mid 
kiff, the High Commissioner of the ust ry, § ames Me 
Connell, the Deputy High Commissioner. am sure they will give 
you a completely factual re pol on ie iten In our appropri: ! 
Mr. Midkiff’s background is in} 
resident of Hawaii for ove 
as few people do. 


DESCRIPTION © Rt rERRITORLES 


Just to briefly set up what the trust territories are 
‘Trust ‘Territory of the Pacitic Islands consists of over ‘ 0 islands 
and islets in 97 island groups in the Western Pacific, most of wh 
are inhabited. The entire te rritory, embrac ing the northern Mari 
anas, the Carolines, and the Marshalls, has a land area of 687 square 
miles and a total population of approximately 57,000. But these 
islands and their peoples are distributed over 3 million square miles of 
ocean, an area as large as the continental United States. That is the 
territory with which we are concerned this morning. I am going to 
turn it over now to Mr. Midkiff. 

Senator Corvon. Thank you, Mr. Strand. 

Mr. Midkiff, will you give your name to the reporter ? 

Mr. Mipxirr. My name is Frank E. Midkiff, High Commissioner of 
the Trust Territory of the Pacific Islands. 


I appreciate, Mr. Chairman, the opportunity of appearing before 
you this morning. 


PREPARED STATEMENT 


Senator Corvon. Mr. Midkiff, before you begin, I notice you have a 
very detailed statement of twenty odd pages. I suggest that you 
might read part of it and highlight those matters that you think are 
extremely important. 

Mr. Mipxtrr. Yes, sir. 


(The statement referred to follows:) 


STATEMENT OF FRANK FB, Mipkirr, High COMMISSIONER OF THE TRUST TERRITORY 
OF THE PActric ISLANDS 


Mr. Chairman, and members of the committee, I thank you for the opportunity 
to appear before you on behalf of the Trust Territory of the Pacific Islands. 

I have just returned from a 5-weeks’ trip through the trust territory. My 
remarks deal with the budget for fiscal year 1954. I think also you will wish 
to have this related to the observations I made regarding the people of the area 
and the work that is being done in administering the trust. For this reason my 
remarks are more extended than they otherwise would be. 

I visited each of the headquarters of our five districts—Koror (the Palaus), 
Yap, Truk, Ponape, and Majuro. I also went north to Roto in the Marianas and 
I visited Guam twice. I visited the phosphate island of Angaur, and the farming 
and bauxite island of Babelthaup in the Palaus. I visited other islands in the 
Yap group as well as four islands in the Ulithi atoll. In Truk we visited both 
Moen and Dublon islands. Thence to Ponape. From Ponape we went to Mokil, 
Pingelap and Kusaie. From Majuro we visited other nearby islands and then 
Kwajalein and Ebeye. We took a field trip to the Jaluit atoll in the Marshalls 
This gave us ideas of the fairly advanced former Japanese centers such as Koror, 
Truk, Ponape, and our own former military base—Majuro, as well as the rela 
tively little visited islands such as Mokil, Pingelap, and smaller isles in the Ulithi 
atoll. 
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There are over 2,100 islands and islets in Micronesia, clustered in about 
groups or standing out as larger islands. Excluding Saipan and Tinian whicl 
have been transferred to Navy, we have around 52,000 people scattered over a 


area larger than the continental United States. They are composed of nine 


ethnic groups with great variations of culture in each group. To contact al 
islands and people is a difficult and time-consuming undertaking 
[ also visited the American and Micronesian personnel employed throughout 


the trust territory and inspected the organizational setup in the several districts 








THE 





STAFF 





Based upon my first several weeks in office, I feel that it will be possible to effe 
some reductions in personnel this year, and also to move forw ard to Guam sever: 
employees that now are located in Honolulu. Steps are being taken to do this 
soon. At present we have 20 fewer American employees than we had a year ago. 

In my recent 5 weeks’ trip through the trust territory | was very encouraged 
to find on the whole a devoted, capable, and industrious group of employees ir 
each district. There has been a vigorous course of weeding out persons tempera 
mentally unfitted for the isolated conditions of life where sacrifices are necessary 
in these very remote islands, living amongst people of different cultures from 
ours, 

Serious problems arise in the islands due to long established influences amongst 
them of Spanish, Germans, and Japanese (the latter having first colonized the 
islands with 85,000 colonists and then having drawn the Iron Curtain around 
them and developed many of them—and indeed the whole mandated area—into 
heavily fortified military bases) 

Many of the islands had considerable percentages of their flat lands converted 
by the Japanese and later by ourselves from agricultural productivity into ai 
strips, conerete emplacements, and other nonindigenous uses. After the Japa 
nese had made the transfer to a fortified area, we were forced to come along 
and bomb and destroy these fortifications and improvements. Many Micronesian 
were slain, too, Their trees and houses were wrecked on many islands. Things 
like this caused changes and disturbances in nutrition, health, and general ways 
of living. Land problems, yen claims problems, health problems, food problems 

nd infringements against and maladjustments to western codes that have been 
imposed during the life of two generations, confront the administration anc 
staff Great patience and understanding are required The plain volume 
work our staff is doing is unavoidably immense because of these problems and 
because of the vast distances amongst the islands and the time that must be spent 
on the field trips 


ot 


Goth good administration in the districts and thoughtful and cooperative 
planning by a general staff aré required. The central staff with eight depart 
ment heads and essential clerical assistance is organized to meet the problems 
of administration along lines similar to those in the Territory of Hawaii and 
American Samoa; however, the number of American employees in the trust 
territory is of course only a small percentage of those employed in the gover! 
ment of Hawaii. We have in the central office persons well qualified and active 

n constantly devising general programs and policies for each main department 
or activity, then reviewing and improving the work of the districts as revealed 
by monthly reports and by the staff men’s field trips. Of the present 8 depart- 
ments, 2 are being abolished and their directors made advisers to the High 
Commissioner, and 2 departments will be moved forward out into the field. 
hese changes result in economy. 

We are careful to see, however, that the staff members do not assume the 
operational functions of the district personnel. 

We are making steady and sound improvements in our trust territory respon 
sibilities with the present staff setup. 

Continuing action will be taken to effect economies in personnel as well as in 
other phases of operation. 

In general it must be said that we are getting good performance and faithful 
attention to their responsibilities from our staff. 

We have not filled all the positions planned by an official management survey 
is necessary at the time of transfer from the Navy to Interior, nor do we intend 
to do so. If new positions are filled due to change in work emphasis they will 
be more than offset by deletions. Micronesian wage and salary schedules of the 
trust territory are kept adjusted to the surrounding islanders’ income from other 
sources. Replacement of American personnel by Micronesians is progressing as 
rapidly as training will permit. 
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rwo OBJECTIVI 


I think it would be correct Stat 
trusteeship over these Pacific islands we 
and for our obligations and determination t 
Personally, I believe that we never aga 
territory islands nor ever permit any other 
certainly paid heavily to get them back from an 
we are required to pay annually to hold them 
them, and to prevent their falling again into any 
mall compared with the costs we should ce 
While the chief purpose in our taking over the 
Islands is security, the second objective arises from 
the islands for security reasons, we did, after dt 
this strategic trust territory, and agree to act 
The agreed terms of our trusteeship include :¢ 
and develop such political institutions as 
promote development toward self-government, p 
and self-sufficiency of the inhabitants, encourag 
esources, fisheries, agriculture, and industries 


loss of their land and resources, improve 


the 
communication, and promote the social and 
inhabitants. 


These obligations, together with all the associated steps and degrees as spt 
out in our trustee agreement, constitute serious responsibilities, involving 
outlays that we shall constantly strive to reduce, but which will continue 
long time. 

At present I do not foresee the day when we can discontinue our responsibili 
ties in this area. I should think that we shall be unwilling to d 
there is a serious threat to the free world and to our Nation fro 
or ideologies across the Pacifie Ocear 

Hiowever, it is our objective to cre: »> the Micronesia! 

Government, and this slowly will decrease our costs for } 


working to increase the Micronesians’ productive enterprises, particula 


and possibly fish production, and these activities if successful will e 

Micronesians to contribute more to the costs of maintaining eir Gover 
We are planning to install permanent equipment and bi 

are available, This will reduce materially the 

tions in cost will be steady but probably not as fast 
However, our greatest achievements are going 

antee ourselves in the Pacific, and 1 future 


»1TeTUIS OT 


capable people can render to the world. They have 5 
With this they have an outlook on life and a happiness in 
all might envy and emulate, Their joy isa high standard of « 
happiness. 
In these days of almost constant stress and hypertension for us 
cannot appreciate the lessons these islands and their kindly people 
us unless we visit them. 
May I, in this connection, say that I should be most honored 
to have a committee of Senators visit our new areas, the Trust Ter 
Pacific Islands. I am sure you would enjoy them 
Certainly the Japanese found them a paradise before the w: 
colonizing them by the thousands. The trouble is they were crowding the 
landers off the map into the least productive islands and into most subservient 
roles. It will take many years—possibly a couple of generations—to overcome 
all the damage that has been done so the islanders can make a happy read 
justment after these great waves of western impact through war, industry, et: 
The plain fact is that they are living in two rather distinet cultures—their 
own Micronesian ways, and the modern or western ways. To make it still 
worse, the Micronesians have nine different ethnic groups and sets of customs, 
and they have been subjected to confusing western ways of the Spanish, the 
Germans, the Japanese, and now the Americans. We find some areas already 
far advanced toward westernization. 
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CHANGE 


Change has taken place in Micronesia far beyond what most people realize. 
Having for long years been associated with what has happened amongst the 
Hawaiian and Samoan people, and having received the studies of Bishop Museum 
scientists regarding most of the Pacific people, I was, nevertheless, quite amazed 
at the modern and western type of living several islands of the Micronesians carry 
on. They got this chiefly from the Japanese but also from our own military forces. 
The young people seem bent and determined to progress toward new goals. The 
elders in some areas are more conservative. There is a very definite clash 
of interest among them. 

Probably one of our greatest benefits will be in preventing too rapid change. 
The Micronesians in their daily living and also we in our job of governing have 
to rely upon their established customs and controls. With these they formerly 
got along quite well. These old controls still are indispensable, and we cannot 
fail to support them. 

Sut they have seen what the ability to read, to write, to use numbers, and to 
apply science to man’s work will do. They have seen in the Japanese and the 
Americans the importance of organization and united effort. These people are 
not dumb. They do not like many of the things in our modern way of life, 
but other things they believe to be useful and they ask help in getting them. 

They have asked for help in mining bauxite. They have asked for help in 
forming a substantial fishing industry. They want to get ready to take over 
and operate the Island Trading Company activities, if and when they can be 
provided loan capital and managerial aid. They wish to qualify themselves to 
serve in the upper as well as the more lowly positions in the fields of health, 
mercantile business, education, legal service, and public works. 

Having seen native medical practitioners perform most skillful surgery, and 
knowing what individual natives in other parts of the Pacific have done, I should 
find it difficult to deny well qualified individuals an opportunity to go forward 
in these various fields. 

The problem is to avoid crowding or rushing the Micronesians into our ways. 
Given ample time and aid they may evolve something much better, and cer- 
tainly much more properly suited to island living. 


GOVERNMENTAL SERVICES 


Of essential interest to you are the nature and types of programs that are 
being carried out in the trust territory. These deal with administration, legal 
phases, land use, claims, education, public works, health, and developing agri- 
culture, fishing, and other enterprises for islanders’ operation. 


HEALTH 


We found on our trip, at each of the five district centers, a hospital installation. 
These installations are of a modest nature, housed almost entirely in wartime 
quonset huts, and designed to provide essential medical care to the sick and 
injured in each of the districts. The heavy incidence of tuberculosis in the 
entire area places a heavy burden upon the capacity of these hospitals and in 
some of them it has not been possible to provide the proper isolation of the TB 
and other contagious-disease wards from the remainder of the hospital. Nor 
has it been possible to hospitalize all of the cases that should receive hospital 
care. Staffing in the hospitals is being kept at a minimum level. Three of the 
hospitals have two professionally trained physicians, 1 has 3, while the other 
has but 1. When it is considered that a physician should be among the personnel 
that make field trips to the outer islands for a period of 2 to 4 weeks every 3 
months, these numbers are not excessive. 

Specially trained Micronesian health aids operate a simple first aid dispensary 
on each of the larger islands or atoll groups in the districts. There are also a 
few newly trained local nurses in our service. The competence of Micronesians 
in health services holds great promise for the future. Many more native aids 
and nurses are needed and should be trained. A plan is now being devised and 
tested under which these health aids will be supported to the maximum possible 
extent, through a fee system, by the people to whom they provide medical services. 

A most important feature of any health program must be prevention of disease. 
To that end we have set up one new activity in the health field—the operation 
of a diagnostic vessel. This is scheduled to begin soon. Our vessel, which is a 
ketch with an auxiliary engine, has been fitted out with X-ray equipment and 
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limited laboratory facilities, The value of the vessel lies in the fact that it will 
be able to visit all of the inhabited islands to diagnose cases of tuberculosis, 
leprosy, and other diseases. lis work in finding these cases at an early stage 
should contribute significantly to the preventive aspect of the public health 
program and we hope in due time result in less sickness and higher economic 
productivity. This aspect of public health is also being promoted by a sanitarian 
stationed at each of the district centers. It is his job to teach the various 
community leaders throughout the islands the value of proper sanitation and 
village cleanliness. We are training Micronesians to carry this program forward. 


EDUCATION 


In the education field, I found on the various islands elementary schools 
located in community built school buildings of varying adequacy as regards proper 
lighting, supplies, and equipment. The teachers in these schools are all Micro- 
nesians and are paid out of funds raised through their own local taxes which 
we at present assist in collecting, principally a tax on cigarettes. The education 
programs provided in these elementary schools vary from 2 to6 years. Obviously 
some education beyond this level is required and is provided at present on a 
competitive and selective basis for approximately 1 out of 4 of the elementary 
graduates at the 5 intermediate schools which are located 1 at each district 
center. These schools are a 3-year extension of the elementary curriculum. 
for about 100 selected students who complete the intermediate school course 
an additional 2 years of study is available at the Pacific Islands Central School 
located at Truk. The educational program of the schools is geared to life in 
the islands of the trust territory. It is realistic in terms of the area and we 
shall do all we can to insure that it remains realistic 

As soon proved true in Hawaii in the early days, the Micronesians in general 
ire eager to learn English. 


ECONOMY OF THE TERRITORY 


In the economie field, 1 found the beginnings of a sound agricultural program 
aimed at developing cacao as a second cash crop, copra now being the one main- 
stay of the economy, and at improving subsistence agriculture. This program 
is one to which I propose to give additional emphasis in view of the essential 
agricultural base of economy and livelihood of the entire area. 

We must, I believe, find means to give encouragement to the islanders’ develop- 
ing for themselves additional economic projects in the fields of fishing, handicraft, 
and simple processing activities. Some of these enterprises will require the 
assembly of considerable capital. 1 hope that we shall be able to supplement 
their meager capital resources by providing credit for sound ventures. In this 
way the full benetits of such activities will accrue to the islanders and will not be 
drained off by outside companies and corporations with the islanders left as 
simple producers of copra and other raw materials. The Micronesians own and 
produce this copra and it is only fair and just that they should derive for them- 
selves the full benefits possible in the operation of the business. Retention of 
their lands and the products or income thereof will tend to prevent these people 
from becoming wards and begging dependents of Uncle Sa! Enabling the 
Micronesians to own and operate a private enterprise which will carry on all 
the activities of the Island Trading Co., at present successfully operated by the 
trust territory government, is a case in point. This will be described briefly 
below. 

LAND CLAIMS 


One problem which was presented to me by the inhabitants in each of the 
districts was that of settling the land claims which have resulied from actions 
of the Japanese, from the war situation and the consequent succession of the 
United States to the administration. Our first work in this field was on Saipan 
where problems were very pressing and most easily dealt with. We had settled 
about a third of these claims restoring the land to the original owners at a fair 
basis when the island was transferred to Navy centrol. We now are undertaking 
the claims in other districts. I found on Truk the nucleus of a land-claims 
examiners team which is tackling this land problem. It is a problem of obvious 
importance to the people of the area and one which it is essential to solve as 
rapidly as possible. Many claims doubtless must be dealt with through our 
courts. 


The yen claims must be given consideration and answered as soon as possible. 
Such items require decisions at highest levels. 
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TRANSPORTATION 


In addition to these normal services of government, we must provide surface 
and air transportation within the vast reaches of the trust territory and main 
tain the docks, wharves, and warehouse buildings and other facilities required 
at each center of administration. We are replacing our 250-ton AKL Navy 
vessels, with auxiliary engine sailing schooners. The Micronesian people soon 
will be manning this type of schooner under an American captain. This, cou 
pled with the recent loan of a second AK tvpe freighter from the Maritime Ad 
ministration, will permit substantial reduction in shipping cost We are cutting 
our air service to the minimum possible, in the interests of 





economy Our pre 
gram to improve docks and warehouses will greatly reduce expensive tur! 
around time. Both the shipping and air services are provided by private firms 
using surplus Government equipment under contract with the trust territory 
rovernment, 

Mainland shipping firms with their high labor and other costs cannot afford 
to call at the remote ports or in fact at the district centers except at impossibly 
high freight rates, and after we provide extensive turnaround facilities. The 
trust territory government therefore must continue the surface transportation 
services. If later a mainland shipping agency even with high freight rates would 
enter the field, it would serve only the main centers, skimming off the cream of 
the business, and still leave us the necessity of providing surface transportatio! 
for many of the islands distant from the district administrative centers. Under 
our own administration we enn tie all areas into the system and let the territory 
wide copra and trade-goods business carry the 
the calls at the center ports 

We found out how it hurts to lose a profitable segment of the overall 
when Saipan and Tinian were transferred to 


more expensive runs as well 


pe itor 
the Navy at the beginning of thi 
calendar year. On these two islands we had assisted the islanders to he 
substantial agricultural enterprises and they were getting ready for steady 
sales during the calendar year The islands are 
flatland were the best in the territory for large-scale agriculture including live 
stock production. Furthermore, they were closest to the Guam market and were 
the easiest to serve. The transportation operations to these two 
of all our area can operate at a profit. 


large and with considerable 


islands alone 


When we lost these two islands from our trust territory operating economy i 
was a hard blow It was like losing the best hundred acres of a sugar planta 
tion—the areas that would enable a manager materially to reduce his losses or 
the whole overall plantation operation 

Rota is one of the Marianas islands that we still control and which T should like 
to retain and administer. It has much better agricultural possibilities than 
most of the trust territory islands, is close to the Guam market and our Guan 
liaison office. I should be quite willing for the Navy, now that it has Saipar 
and ‘Tinian, to take all the other Marianas islands north of Saipan but leave us 
Rota 

Of course our trust territory is too spread out and the transportation costs are 
too high ever to serve all the islands and still break even. The natural resources 
of the territory are very limited also and this provides no attraction to mainland 
enterprises. The need for carrying out our Trusteeship Agreement regarding 
humanitarian services (and it must be borne in mind that incidentally we assist 
in security) requires us to keep close touch with and service all islands. To 
neglect the remote ones would be dangerous as well as bad trusteeship 

The net cost of air and surface transportation is only about one-tenth of the 
total net cost of government, vet it is the lifeline for all the people as well as 
the government of the trust territory. 

The AKL’s and schooners work out of the district centers and make field 
trips about every 2 or 8 months to each inhabited island in their respective dis 
tricts. These vessels carry at the rate of 3 cents per mile, in addition to Govern 
ment officials, passengers such as representatives of commercial wholesale com 
panies who carry trade goods for sale to retailers and purchase copra from the 
producers in the outer islands. They also carry students and missionaries 
reight rates have been maintained at estimated future commercial rates and 
ITC has paid such rates so that the commercial suecesor to ITC will not be 
confronted with new and unusual costs as compared with present costs charged 
to the Government agency. The freight rate for copra is $7.50 per ton from 
the outer islands to the district center. Between these district centers and 
Guam, larger vessels of the AK type will provide service about 6 weeks, carrying 
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principally Government cargo and trade goods outbound from Guam and copra 
on return to Guam. Although local wholesalers as well as the ITO import trade 
goods, ITC is the sole exporter of copra from the district centers to i 
it pays a freight rate of $15 per ton to the shipping company for this service 
When the price for copra in Japan is higher than in the United States 

is shipped directly from the district centers to Japan : t ’ 

ton, which is comparable with commercial rates prevailing tween Gi 

Japan. Such direct shipments cost about $20 per ton k han shipments t 

Guam and this saving accrues the producers We estimate that our ec 

the surface shipping service next year will be $997,000 and that our revenues 
therefrom will be $856,000. T »net cost for this vital service is thus only $141,000 
Efforts are in process to effect further savings ll freight charges paid by copra 
producers and others using the ships’ services are intended to be approximately 
what it is believed independent commercial ship ‘ or if 

to undertake the service 


It is our plan to employ increasing numbers 
replacing as rapidly as possible mericat nd Filipino employees 


Our air service next year will consist of three amphibious planes. This will be 


reduction from four at present. These planes provide service out of Guam 
once weekly to each district center except Majuro which will be served twice 
monthly If it is practicable to cut this schedule further, we shall do so. The 
air service is also used for special flights for various official inspection trips. It 
has been a lifesaver, literally speaking, in getting urgently needed drugs and 
medicines to meet emergency needs and in two cases last year to drop food and 
medical supplies to islands hit by a typhoon when surface transportation could 
not be used. Availability of the air service enables us to hold to the minimum 
our inventories of highly perishable products such as antibiotics, and so forth, at 
district centers which would otherwise be costly to maintain. In view of the 
seriously deteriorated state of our war-type, temporary power, refrigeration, and 
other facilities, breakdowns occur frequently and transportation by air of spare 
parts from Guam often prevents losses of perishable foods and resulting hard 
ships. As permanent facilities are established this need will, of course, diminist 
and it is our intention to reduce the air service as circumstances permit. Air 
service is saving from several days to several weeks in the time of employees 
going to and from their duty posts. The air service costs $403,000 and brings 
in revenues from commercial passenger and cargo service of $53,000. The net 
cost is thus $350,000, which represents value received by the various govern 
mental departments for aiding them in carrying on their essential work. These 
costs of moving Government passengers and cargo throughout this vast area 
by air are not excessive and are regarded as economical in v s 
saved Most transocean airlines are benefited by post-office 
not 

PHYSICAL PLANT 


Our physical facilities are, generally speaking, in a deplorable state. In short 
they were temporary, wartime, occupation equipment and quonset huts that have 
already gone past the point of economic service. Their maintenance costs are 
exorbitant, they need to be replaced by permanent installations of a different 
type. Improved docks, warehouses, power, refrigeration, and other facilities 
would result in substantial savings in maintenance and other costs 


PERMANENT CONSTRUCTION 


The surplus supplies inherited from the Navy administration on July 1, 1951, 
now have been used up. except certain abandoned quonset huts and such vehicles 
und equipment as have been salvaged and put to use. However, because they 
were only advance-base, war-emergency equipment, they have become a heavy 
current drain on our budget due to very high maintenance costs. In much of 
the equipment replacement parts are no longer manufactured. Permanent, ty 
phoon-proof structures, and normally rugged, modern slow-speed generators, 
refrigerators, and motor equipment have become necessities. This is one reason 
why our operating budget cannot further be reduced this year and why we asked 
for a substantial permanent construction program of wharves, warehouses, re- 
frigeration installations, and powerplants. Our original budget called for $3.,- 
$25,000 for permanent construction. However, we have reduced our requests 
for permanent construction fo emergency needs and now are asking for only 
one and one-quarter million dollars for new construction in fiseal year 1954 
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Our total new construction program for the trust territory is estimated at 
approximately $84 million, to be completed in 5 years’ time. This is in con- 
trast with a permanent construction program of over $30 million for the trust ter- 
ritory as planned and regarded suitable by the Navy when it was administering 
the territory. 

ISLAND TRADING COMPANY 


During my trip through the trust territory and since, I have given particular 
thought to the Island Trading Co. and its service to our administration and 
trusteeship responsibility. This company was established by the Navy, is in 
corporated under the laws of Guam, and has proved a great benefit to the 
Micronesians. 

I am convinced that the Island Trading Co. should be continued for three more 
years. I wish the operation of the Island Trading Co. by the trust territory 
to be succeeded by operation of a similar trading company by Micronesians 
themselves. This will take time, patience, and lots of supervision. I do 
not think it advisable nor fair to the Micronesians to make a radial and rapid 
change in any field—in economic, educational, or social—at this time. In the 
economic field the Micronesians are not yet quite ready nor competent to take 
over the activities of the Island Trading Co. throughout the whole trust ter 
ritory. I believe such a Territorywide enterprise is necessary in order to pro- 
duce satisfactory results in the copra field. 

I am sure we can train the Micronesians and provide them with guidance, 
competent managers, and loan capital if my recommendations are agreed to 
We can start in letting one area at a time take up the job. I also feel sure 
that if we miss this opportunity to help the Micronesians to get into this business, 
outside firms will enter the field and the opportunity for the Micronesians to 
operate their own best paying concern will never be regained by them. 

The Island Trading Company assembles the entire trust territory copra in 
marketable lots and finds the best markets abroad for the products, selling the 
opra through American or Japanese brokerage firms who have submitted 
competitive bids. The Micronesians perform all of the work in connection with 
he production of copra. They gather the coconuts, take out the meat, dry 
t, bag it, and where they are within an atoll lagoon, they bring their crop to 
a center in canoes. The Island Trading Company is now working with all 
other departments of the trust territory government to develop a successor to 
itself. It has assisted local wholesalers to get business experience and ability 
by providing them stocks of merchandise on credit and at very low rates. Two 
private families on Ponape have established mercantile organizations and there 
are other private enterprises in various localities. In all these things the Island 
Trading Company assists local free-enterprise mercantile organizations and does 
not permit its local branches to compete unfairly with them It is hoped that 
the present experienced Island Trading Company’s competent American em 
ployees will be employed by local companies. In due time a cooperative copra 
marketing agency may be developed using indigenous firms in each district 
as local representatives for operation. Such organization can be used to collect 
and offer for sale marketable quantities of copra without the necessity of foreign 
or absentee firms operating within the territory Such an organization will 
need credit, but it is hoped that with congressional approval residual funds 
f the Island Trading Company, which can in no way properly be regarded 
as Federal funds, will be available for making loans and similar purposes. Thus, 
we plan to get a successful Micronesian company in operation without a single 
dollar of appropriated funds or subsidy of any kind and also to supply needed 
‘apital loans to get the new cooperative operation on a going basis. This is 
not state socialism. It is the use of an administrative device to promote private 
enterprise with the technical assistance of the Government, but without any 
Government subsidy. 


COPRA STABILIZATION BOARD 


This Board is a valuable device which enables us to ensure a stable annual 
neome to the islanders for gathering and preparing copra. When the price has 
been high, the Micronesian producers have received as much as $120 per ton for 
their copra, with a portion of the total sales receipts being withheld. After 
deducting necessary expenditures in the form of freight, handling charges, com- 
mission, shrinkage of weight in shipment, etc., all the remainder is held in escrow 
and is available for supplementing the field price which would otherwise have 
to be paid to copra producers following sudden drops in the world market. 
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This copra stabilization device has permitted us to keep the copra produce! 
employed and provide them with a reliable annual income If prices art ’ 
igh, the Micronesians, without the stabilization feature, would receive the full 
market price less marketing cost, and they would spend their money quickly 
When, on the other hand, due to fluctuations which are very frequent in tl 
opra business, prices drop low, payments would be insufficient to attract the 
Micronesians to produce and collect copra. This unfortunate situation is avoided 
by the Copra Stabilization Board. Ail accounting is available to Government 
audit at any time. This, therefore, is a device that has proved valuable and 
should be continued. It should be borne in mind that the money held by the 
Stabilization Board is the property of the Micronesians, held in trust for them 
ind is nothing that accrues to or becomes the property of the Federal 
Government. 

In order to continue this price stabilization system, the buying and marketing 
of copra must continue to be subject to certain controls by the Government of the 
trust territory. 

FINANCIAL CONTROL 


has an accounting system that provides for the integrated control and discl 
f both local revenues and the funds appropriated by the ¢ 
nues are used to support in part the costs of governme 
territories. 


All accounts are audited by the General Accounting Office. The trust territory 


ongress, 


LEGISLATION 


The appropriation act for fiscal year 1953 was made recognition of the fact 
that functions of administering the trust territory of the Pacific Islands must 
be continued and that the Senate had passed Senate Joint Resolution 149 as 
temporary authority to appropriate (see H. Rept. 1803, June 23, 1952, p. 19). l 
House urged early enactment of organic legislation at tl time. A draft of 
organic legislation has been submitted to the Congress by the Secretary of the 
Interior and is available for congressional consideration. 

As is known to the members of the committee, the budget of the trust territory 
for fiscal year 1954 was disallowed by the House Subcommittee on Appropriations 
for Territories because there is as yet no organic legislation enacted and it was 


held that the subcommittee was without guidep ; for evaluating the o a 


Past appropriations for the trust territory were carried for years within the 


tions 


Navy budget and since 1951 they have been included wit! the Interior Depart 
ment’s budget. .When the costs of the trust territory were included in Interior’s 
budget there was a drop from around $744 million costs for the Navy program to 
around $514 million for the more modest type of operation by Interior. However, 
the greater costs borne by the Navy were only in part shown as a , appre 

priation to the Navy for the trust territory accou ’ 

tained in various items under several Navy burea 


taxpayer is less under Interior and is being reduced as rapidly as possible. 


The Interior Department’s draft organic act would seem to care for the re- 
quirements of the House subcommittee for organic legislation. However, the bill 
is quite detailed and it is not unlikely that a considerable period of time will 
elapse before the Congress enacts such legislation probably ith some care 
fully studied amendments. It doubtless was with this in mind that there was 
introduced into the Senate in order to remove any doubt as to a legal basis for 
appropriation, Senate Joint Resolution 6. This resolution, with an amendment 
that has been suggested by Interior, would seem to fill adequately our legal 
needs until organic legislation in due time is passed by the Congress. 


CONCLUSION 


Considering the complexity and great extent of our Trust Territory, its vital 
strategic importance to the United States and the free world, and our trustee 
ship obligations, it is believed essential to the national interest that we continue 
to carry out the modest governmental program provided for in this appropriation 
request. 

It is necessary that the funds herein requested be made available in the 
Interior Department Appropriation Act for 1954. While local r nues and 
other receipts for fiscal 1954 are expected to total $1,307,000, these ll be c 
lected month by month during the year and insufticient funds | be on hand 
to carry the program even for a brief period. 
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The total of our current request is $5,925,000. This amount will permit con 
tinuation of health, educational and other regular government services at ap 
proximately the same level as at present, and it includes $115,000 for the Offic 
of the High Commissioner and the judiciary. It would also provide $1,250,000 
for permanent construction which, though well below our needs, will meet 
emergency requirements and permit substantial savings to the Govermuent in 
future costs for maintenance and transportation. The amount of the grants 
requested for operating expenses is about $565,000 less than appropriated for 
fiscal 1958, due principally to the transfer of the islands of Saipan and Tinian 
from the Department of the Interior to the Navy Department by Executive 
order of the President. 

In addition to funds, we are requesting language in the 1954 appropriation act 
Which would modify those provisions in the 1953 appropriation act requiring 
the liquidation of the Island Trading Company by December 31, 1955. If the 
life of the Island Trading Company is extended as requested for 3 years there 
would be no need to modify at this time those provisions requiring the deposit 
of all proceeds from such liquidation into the Federal Treasury We have al 
ready paid two-thirds of the $1,801,934 which the Company owed the Federa 
Government and we expect to repay in full this obligation. However, private 
enterprise in the Territory as yet does not have the managerial talent, facili 
ties, or capital to undertake the importing, warehousing, and marketing activi 
ties which the Island Trading Company has carried out on a sound businesslike 
basis 





As a past president of the Honolulu Chamber of Commerce (a very conserva- 
tive organization) I wholeheartedly agree that these activities should be handled 
by private enterprise, and I am convinced that the local wholesalers will be 
able to perfect a sound organization, and otherwise prepare themselves for 
these undertakings within 8 years if credit and guidance can be made available 
to them. 

I hope it will be agreed that, once the Company repays the amount it owes 
to the Federal Government, its remaining assets can be used in part as needed 
for credit purposes and the remainder, if any, used for the benefit of the islanders 
The assets represent Company earnings from copra and trading activities, and, 
since these earnings come from the islanders, they should, I believe, be used 
for their benefit, 

I have the approval of the Administrative Assistant Secretary of the Interior 
to recommend language which we are ready to provide you, to extend the life 
of the Island Trading Company for 8 years, until December 31, 1956. This 
language would be in substitution for the last proviso of the language previously 
submitted for the Trust Territory section of the 1954 appropriation act 

Mr. Chairman, and members of the committee, I have sketched for you our 
problems and needs I believe “our requests are modest I trust that you will 
find it possible to grant them. I thank you for the opportunity of making our 
presentation 


Senator Corpnon. All right. go ahead. 










VISTI 





lO TERRITORIES 
Mr. Mipxirr. As you know, Mr. Chairman, I have not been on thi 
job very long but the very first thing I did was to go through the Trust 
‘Territory. because I felt it was necessary to find out what the needs 
are and get acquainted with the people and their problems before 1] 
could really appraise the solution of them and the program therefor. 

So | proceeded to visit all of the different districts. Starting from 
Guam inthe Marianas we visited Rota which is north of Guam Then 
we went down to Koror, in the Palaus and on down to Angaur, which 
is the phosphate island. Then we traveled back to Yap, saw the Yap 
district and went on to Ulithi, the great lagoon which was utilized by 
our fleet during the war. We returned to Guam for 3 days and then 
we flew down to Truk which is in the eastern Carolines. Everyone 
remembers Truk, that important area which was a Japanese strong 
hold. After that we went across to Ponape and visited the center 
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there, going from Ponape on ield trip to Mokil, 
Kusiae. 

Senator Corpon. May 
Koror to Yap 

Mr. Mipkirr. It is al 

Senator Corpon. The ack southe ‘rom n to Truk? 

Mr. Mipxirr. That is somew! a listance, around 800 mil 

Senator Corpon, | 

Mr. Mipkirr. 

Senator Corpon. 
because it helps to point 

lly. 

Mr. Mipxkirr. Ye 

Senator Corpon. Go a en, 

Mr. Mipkirr. Then from Ponape on to Majuro, 776 miles, making 
a stop at Jaluit on the way. 

Senator Corpon. And \I wmurds is near the easterly | ne of the ocean 
area comprising the Trust Islands? 

Mr. Mipkirr. Yes, sir, it is in the Marshalls, the easterly group of 
slands there. 

Senator Corpon. Where is Kwaielein from there? 

Mr. Mipxirr. Northwest about 3 hours flight. I would say 
miles from Majuro. 

Senator Corpon. Where is Bikini? 

Mr. Mipxirr. Northwest from Kwajelein—Bikini and Eniwetok 
are fairly close together there. 

Senator Corpon. I have had an opport 
eastern end of the area. 

Go ahead. 

Mr. Minktrr. The general layout is: 
miles. the size of the continental U 
United States is shown superimposed w 


| 


in the top in the upper lefthand corner. 


POLITICAL DIVI 


Che five districts are divided much as if they were an area of 2 or 3 
States, located or scattered at different portions of the United Stat 

Senator Cornon. What is the purpose of the division p slitieally 2 

Mr. Mipxtirr. The people of the trust territory are different ethni 
callv: there are nine different ethnic groups The Marshalls consti 
tute a people th it have a characteristic som what like the Polyne sians 
and they, naturally, because of geography and ethnic characteristics, 
are made in one group. There is great variation, however, in various 
nortions of each district. Ponape has its own characteristics, and, 
for convenience, I would say it is made a geographical separation from 
the Marshalls. It is in the eastern Carolines. Truk is in the central 
Carolines, and it has such a large population. around 15,000 people 
altogether, that it makes a sizable district. It ‘es many field 
trips to the islands, scattered out from the central atoll. 

Then we have to tie in the Woleai Islands to the Yap Disti 
because they are eth ically more alil e. TI ‘ re ; 
Koror. Now thes are served from Yap. 
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west—in fact. both Yap and the Palaus—show some of the chara: 
teristics of the New Gu hea people, somewhat different from the 
eastern group there. 


DISTRI 


Senator Corpvon. What sort of political organization functions 
those districts as a district entity ¢ 

Mr. Minxirr. As far as the Micronesians are concerned, they have 
no overall district organization.They just have island organizatior 
or village organization. 

Senator Corpon. I had reference to the entity that has been created 
pursuant to the trust delegation. 

Mr. Mipxirr. Yes. We have the same organization that the Navy 
established. You see, there are six districts there, the sixth one being 
the northern one or so-called Saipan or Northern Marianas District 
The Navy has taken over the two big islands of the Northern Marianas, 
Saipan and Tinian, leaving 5 inhabited and 13 uninhabited—18 islands 
altogether—still under the administration of Interior. So those 
islands are operated out of our trust territory liaison office on Guam 

Now, the other five districts each have what we call a district or 
ganization with a district administrator and some staff. We tool 
over similar district organizations from the Navy and are continuing 
them. However, when we took over from the Navy we cut the budget 
that the Navy had been using by $2 million. The Navy ran a ver} 
good show. They had the equipment and so forth and not all of 
their costs were shown as direct appropriations but were taken out 
of their various bureaus. We had an expert from the Interior De 
partment come out and make a survey of the proper organization and 
personnel to operate the trust territory. 


ORGANIZATION AND PERSONNEL SURVEY 


Senator Corvon. Who made that survey ? 

Mr. Mipxtrr. Mr. Sady will know. 

Mr. Sapy. Senator Cordon, it was a survey team headed up by 
Theodore Taylor, who was at that time executive officer of the Office 
of Territories. The team consisted of Public Works Officer Henry 
Wolfgram, who had been in the Navy out in that area before, a former 
city manager, James A. Giddings, and the head of the department of 
anthropology of the University of Hawaii, Leonard Mason. 

Senator Corpon, Thank you, go ahead. 

Mr. Mivxirr. So we have that survey as a guide. We have not 
filled all of the positions called for by the survey and do not intend to. 

My honored predecessor, Senator Thomas, took over from Admiral 
Radford and he turned the administration duties over very largely to 
Mr. McConnell, who had been working and had long experience in 
matters of this sort. Mr. McConnell has carried on, trying to make 
a good record and an economical record. Just very recently, after 
my trip to the Territory, I approved a substantial reduction in the 
original headquarters organization chart we were working under. 
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Senator Cordon. Do \ 

Mr. Mipxkirr. Yes, sir. 

anew oneor not. Thisisthe 

Senator Corpon, | ho} e vi 
um just following in my mind the thoug 

le medium of advising the balance of th 
to this problem. I would like to include 
appear to me to be most important in pointing up tl 
exists and the necessity for an administration in that 
ensuing fiscal year. Will you furnish for the record- 
lo not have it now—a further breakdown along the 
organizational chart indicating the number of personne 
eral districts under the several headings as the Lp} ly 


/ 


1e 


and of course the same thing for headquartet : 
(The information referred to follows :) 


There are submitted herewith organizationa art Pie personnel on the 


High Commissioner’s staff, in each of ie five stricts of the trust territory 
ind in the interdistrict service. These « rt t forth the staff requirements 
planned in the budgetary request for 1954 

This list, as planned for the 1954 budget, totals ¢ plus ‘sons in the High 
Commissioner’s office and 4 persons in the Judiciary paid from Federal funds 
In contrast there are presently employed 277 persons, plus the 8 paid from Fed 
eral funds. This leaves 20 budgeted positions to be filled. However, it is not 
intended to fill any more of these 20 vacancies than is absolutely necessary. It 
will be necessary, for example, to secure five new personnel for the diagnostic 
schooner operation. 

The present personnel and those shown on the organization charts as auth 
ized and contemplated in the budget for fiscal year 1954 follows 


High Commissioner 
Judiciary 
Inter-District (includ 
Koror 

Yap 

l'ruk 

Ponape 

Maiuro 


Total... 


The interdistrict personnel are those persons, located in the field and respon 
J I I 


sible to the High Commissioner's Office, whose duties require that they operate 
in, or on behalf of, more than a single district of the trust territory Since 
their services are available to all districts they should not properly be charged 
at any one of the districts. The last of the charts shows by function the reor 
ganization of the High Commissioner's staff in Honolulu as presently being 
effected. 
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Mr. Mipxirr. Yes. I have it here if you are interested in it now, 
but we can get it specifically in the record if you prefer it that w: ay. 
May I submit this to you, Senator? It is the older organizational 
chart as suggested by the survey team. You will notice it had 
eight departme nts and headquarters. We have abolished the 2 de 
partments recently and moved 2 out of the field force, Finance and 
Supply to Guam, and Public Works to Truk. So we will reduce 
the headquarters staff in Honolulu from 58, as of March 1953, to 
28, and that is the way we are standing now. 


INCREASED FIELD STAFF 


Senator Corvon. How much did you increase the staff in the field 
at the same time ? 

Mr. Mipxirr. We let nine persons go and moved the others from 
Honolulu to the field. We are putting into service a diagnostic 
ship which adds five persons. 

Senator Corpon. Yes, sir. 


MANAGEMENT PROBLEMS 


Mr. Mipxirr. The management of that vast area is one of o 
biggest problems. It is our basic problem of course, because it i 
volves such great stretches to go, figuratively, from one side of 1 
United States to the other, to visit what might be 2 States here in one 
field trip, 2 or 3 way off here on another trip, and so on. It greatly 
increases the cost of the operation. The transportation costs are ver) 
high, inevitably. 

United States administration of the trust territory has two ob 
jectives; the first and chief one is security and the second one is gov 
ernance which is based upon the agreement duly arrived at by du 
constitutional process with the United Nations. That agreement ob! 
gates us to provide for the health, the welfare, the education and im 
provement in economy, and so forth. 

Senator Corpon. How far is the southernmost area of the trust 
territory north of the Equator? 

Mr. Mipxirr. About 1 degree. That is Kapingamarangi, a little 
island down there with Nukuoro just above it. Those are pure Poly 
nesian islands, very unusual in Micronesia. The distance between the 
southernmost island and northernmost island is about 1.000 miles. 
From the easternmost island to the westernmost island is 3,000 miles 


TYPE OF PEOPLE 


The people that we found out there would be of great interest to 
you, Senator. I would really devoutly hope that a committee of th 
Senate might find time sometime to go with me through the area. 
It would be very illuminating and interesting. Nothing can take 
the place of seeing those people. I am fully convinced. They ar 
kindly and hospitable. They do love America and they do not want 
any flag to fly over them whatever but Old Glory. That is very very 
clearly borne out by their expressions. They have excellent native 
ability, too. Though I am well acquainted with Hawaiian people and 
Samoan people and other people south of the Equator, I was still 
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very surprised indeed at the native intelligence of these _ op le. For 
generation after generation and for centuries they have adjusted 
themselves to the sea and the island life and now the y have a new 
proble m of adjustment, the like of which they have never had before. 
The Spanish, the Germans, and the Japanese lived there. The Japa 
nese pulled down the iron curtain, fortified the islands and put 85,000 
colonists on them. ‘The impact of the Japanese culture, waich is 
essentially a western culture, upon those people was profound and 
tremendous. Great changes were made by that. 


THE MICRONESIAN PEOPLI 


Then came the war. We came along and bombed the Japanese 
installations, destroying many of the houses and killing many of the 
people, the Micronesians as well, and destroying vast areas of their 
coconut plantations and their source of livelihood. But these people 
are the people who gave us one of the world’s great a There 
are ony about five or six great inventions and the qnakrig roer for the 

‘anoe is one of these. With that the people of the islands were able 
to mkahional over the oreat seas, 

Illustrating the intelligence of the Micronesians, I saw a young 
man who had had 3 or 4 years of training in the native medical prac- 
titioner’s school in Suva, just after he had performed a very unusual 
operation. A Micronesian had had his leg above the ankle badly 
slashed on both sides by a barracuda; the tendons were severed and 
the leg laid open. It was a very bad situation. The regular doctor, 
who is a very able surgeon from Massachusetts General Hospital, 
had been training this practitioner and the practitioner had to act in 
this eme regency without the ould: ince of the older doctor. He drew the 
tendons together and secured them, drew the sheaths of the tendons 
so that the tendons could move, and then took out the torn flesh and 
put ona graft. ‘The doctor was most high in his praise of the work. 

Having seen so many of these native medical practitioners, I have 
high regard for the intelligence of the people who can do anything 
like that. He isa pure Micronesian. 

rhere are great variations among the islanders ethnically and also 
from the exposure they have had to the Japanese and to the American 
influence since. So the more remote islands have one characteristic 
of relatively lesser change, whereas those around the district centers 
of Koror, Truk, Ponape, and Majuro mn particular, that were the 
Japanese centers and are now our own centers, have changed so that 
it Is Just amazing. The people at these centers act more or less like 
people of Illinois, my own home State. But it is our plan, Mr 
Chairman, very definitely, to assist them, to = them, but to i 
to prevent too rapid change, the policy being to see that in no fiel 
education or ae gm oapaveaes nt or political or anything e ons hei ios 
change too rapidly but that we rely upon their own old and well 
tried controls. 

We could not provide enough governance to get along without 
these controls. We have to re ly upon them, hence we have to support 
hem and we want to prevent change from going too fast. 
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Some islands are terribly crowded. Curiously enough, I think the 
world’s record is set on one of the islands, Nama, for population 
density per square mile. They had 2,093 per square mile on a little 
coconut island; Lopak has 1,892; Uripik, 1,477; Pingelap, 915; Molik, 
715; Pulap, 545. The whole Truk district in the center of Micronesia 
has an average of 335 per square mile. The trust territory as a whole 
has 85 per square mile. When you consider that the high islands hav: 
less than 10 percent of their area available for habitation or cultivation 
because they are so steep, you can see the reason why the area is so 
crowded, 

The population increase and overcrowding I would say is our se 
ond great problem out here. When there were so many Japanese colo 
nists the people were crowded off the more desirable islands. That 
crowding resulted in malnutrition and now has shown up in a terrific 
incidence of tuberculosis. 

So our third great problem—I do not know whether it ought not to 
come first—is health. It is really a pressing problem. 


DESIRE FOR EDUCATION 


Another problem that confronts us is due to the changes that have 
taken place. The people have seen with their own eyes what read 
ing and writing and the use of numbers and the application of science 
have done for the Japanese in particular, as well as the Germans be 
fore them, and now for the Americans. They have seen also what 
organization does, corporate organization, and they are trying thei: 
hand at all those things, and anxious to be led along the ways. They 
are anxious all of them to learn English. It was the same I know in 
Hawaii. Though the schools properly began there in the early days 
teaching in the Hawaiian vernacular, it was not long used as an edu- 
cational medium. The people would no longer go to those schools but 
went instead to private schools to learn English. Soon the public 
schools had to teach in English. 

I suppose we will be confronted with the same thing. In our ce1 
ters we use a great deal of English in the intermediate schools. The 
teaching in the elementary school is all in the vernacular and by the 
Micronesian teachers. 

Now, these people have a desire to do for themselves the things that 
we are doing for them. They are proud and also sensitive. It is not 
difficult to read in what they say and the way they look at you that 
they would like to stand flatfooted and be on the level with any man. 
They ask for that kind of assistance and training, and some of them 
are already able to take many of the positions, not only the very lowly 
ones but they are working toward the upper ones. In time it will be 
a possibility for them to replace the American employees and that will 
be an economy and a proper government of the whole people. One 
of the objectives in our administration is to enable them to do things 
for themselves that would have to be done anyway. 

I think it might be said in passing that though these people have 
been badly hurt by the crowding and by the Tron Curtain, and by too 
rapid contact with the West, yet they still have a lot that they can 
teach us in the way of calm adjustment to life. There is very little 
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hy pertension out there, and I hope they are going to ¢ volve some kind 
of life that will be better than ours. 


REDUCTION IN PERSONNEL 


Now, to carry out our administration of the trust territory, we hav 
a staff of people in the di fferent districts, as I have explained, and th 
numbers in ares place are available for this record. For instance, 
there were in March 58 people taking care of administration in the 
Honolulu patkatarters. That is goimg to be ao by this new 
change that we put in to reduce the Honolulu office to 28. 

In health we have 35 throughout the entire territory. That is do« 
tors and nurses. These are American employees. 

In education we have 37 throughout the entire territory serving the 
52,000 people that are still under our administration. 

In legal matters we have five persons. In what we call island affairs 
dealing with the problems of economy and self-go\ ernment develop 
ment we have a total of 41 throughout the entire territory and head- 
quarters. 

We have eight pees in the personnel department. These people 
have a terrible responsibility in my opinion for selecting the people 
who can go out in the fie ld and still remain good servants out there 
under the trying conditions dag re they must work and live, with hard 
ships and difficulties. We are trying to see that no one gets out ther 
who makes a fizzle and causes trouble. 

So this personnel group, in addition to the initial selection, has to do 
a lot of briefing and indoctrinating before the people are permitted 
to go out into the field. 

In finance and supply, and supplying all that area is, of course, 
one of our big problems, we have 48. In public works we have 53. 
We employ one man to head up the Island Trading Co. The othe: 
personnel of the Island Trading Co. are paid by the company, a 
separate outfit. According to March figures we had 299 persons. But 
with the present lineup, we have 277 American e mployees. Our chart 
shows also the distribution of them through the different distric 
headquarters, and so forth. 


MICRONESIAN EMPLOYEES 


Micronesian emp loyees vary with the amount of work we 
the way of repair, construction, and se forth. Throughout the whole 
territory out there, in one way or another, on the ships, in the places 
where we take care of guests, in public works, repair, construct 
and hospital, and so forth, we may have as many as a thousand. We 
have had up to 1,200 Micronesian employees. In fact, that constitutes 


at the present time not the largest by any means but probably, I eo 
Say,a ki urge percents ige of their entire income e, cOpra bein g by all means 
the largest. That is my impression about the way the income foi 


support of the people is divide sl. 
GERMAN AND JAPANESE LAND SEIZURES 
Now, the Micronesians ask us to do a number of things for them 


which we are trying to do. They want us to get their land back for 
them so they can use it. In many cases their land has been covered 
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with airfields and concrete and structures. The Germans took pe 
them land for German plantations. The Japanese took over all « 
that and called it Japanese Government land. The Japanese senee 
priated through a form of eminent domain, paying what they chose to 
pay, Which the Micronesians claim was nominal, other great 
Then we took over. 

We took the position that the land that had been regarded as Gov 
ernment land of the Japanese would be Government land of the trust 
territory government. Now we have much of that and much of it 
doubtless will have to go back to individuals. To get the landmarks 
Be. a great deal of interpreting and comparing of testimony. It 

s a tedious and endless job. We started in first where it was easiest, 
“ in Saipan, and had a third of those claims adjusted. 

The work we had done there of course was of benefit to the natives 
but when the Navy took over Saipan and Tinian, we did not continue 
that ourselves any farther but then began down in Truk and other 
places to locate these old holdings, a very difficult and tedious process. 

Much of it will have to be settled in the courts finally, but we are 
trying our best to get those things straightened out. It is one of our 
big problems. 

Meanwhile, we are seeing that wherever it is possible, the Micro 
nesians are provided some land to work. Whether it is very con 
venient or whether or not their own land, we are trying to give them 
some place so they can grow their coconuts and other crops. They 
are asking us to assist them to do what the Japanese were doing so 
successfully, that is, take the big fish, the great migratory tuna, and 
so forth, and the *"y want to get an organization so they can do that. 

Those great streams of migratory fish pass among the islands but 
the people are not competent in their light boats to go out there and 
handle them. They need to be taught that, and they are asking for 
help along that line. They need an organization. 


areas, 


ASSISTANCE IN DESTROYING INSECTS 


They ask us to help get rid of rhinoceros beetles and other pests 
that were brought in during the war. There are no coconut. trees 
whatsoever down in many of the islands of the Palau group, down 
around Koror. The rhinoe ‘eros beetle eats the tap bud and kills the 
coconut tree. We have not yet found a predator that is doing any 
good. We are working away at it and trying to reduce the pest and 
its damage by catching the large grubs in the stumps and bomb de 
stroved trees that are rotting. 

There are on some areas millions of the giant African snail, con 
suming vegetables and vegetation. They wish help in spbliain rid of 
that thing. We have no re vet for it. but we have scientists 
working at it as hard as they can. They want help to get rid of this 
waste concrete which was Snide rly runways, and so forth. That is 
an expensive thing which we have not yet undertaken to any consider- 
able extent. It will take heavy machinery to do it very well. 


COPRA MARKETING 


Then they wish to be able to continue the broad-scale marketing and 
collection of copra so they can obtain benefits of it as they have been 
doing for many years through the Island Trading Co. We are trying 
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is rapidly as practical to get an organization formed to take over 
such activities and operate for the Micronesians themselves. 


HEALTH SITUATION 


In the health field, it would be interesting to note that before the 
vhite man came, there is cood reason to believe there were no epidemic 
diseases in the area, not even a common cold, no tuberculosis; leprosy 
must have come in from China. Now, however, through the contac ts 
of the whalers, the traders, and different groups of Spanish, Germans, 
Japanese, and ourselves, they are beset by serious diseases. The Navy 
lid for them a remarkable thing. It went through the territory 
ind with the use of penicillin eliminated yaws. From the beginning 
of time there had never been a cure for yaws until penicillin came and 
dramatically wiped it out of the territory. F time immemorial 
t had been a ter! ib] > scourge. 


LEPROSY 


Leprosy exists. The leprosarium on Tinian is still being used but 


t is now under the Navy. We are budgeting for fiscal 1955 another 
leprosarium more convenient to the trust territory. 


rUBERCULOSIS 


As for tuberculosis, we are trying out a diagnostic ship to get the 
cases earlier, to isolate them and hold them until the disease is arrested, 
and then to return them to their communities where we are trying out 
a system of convalescent houses, with the cooperation of chiefs, the 
older people, and the district administrators. These houses are lo- 
cated near the villages, or on the edge of the villages, so that the people 
can bring food, and the ones who are in the convalescent home will not 
be required, until the doctor permits it, to go out to hard work, which 
would cause a return of the incidence. 

We are developing the hative medical practitioner ervice and 
Micronesian nurses that are proving so satisfactory. We send the 
native medical practitioners to Suva for that remarkable training and 
wel rain the hurses ourselves how in Truk. 


SANITATION PROBLEMS 

Sanitation is one of the big problem due to the congestion and due 
to the changes that have occurred. Sanitation as a whole is not 
adequate in most places, We have to have a more adequate and more 
or less modern type of sanitation that has to be checked, and so 
forth. 

For the first time we are prov iding eye ex iminations and treatment. 
That is going to be a remarkable thi vy because there are mal \ blind 
and partially blind people the re. ‘| hey never have yet bes lh pro\ ick d 
refractions. 

CONDITION OF EQUIPMENT 
Those, in general, are the chief problems, and the chief cli isions 


of the services. Our budget Ls geared to meet that. L believe that 
it is a very moderate budget. We ourselves had been working out 
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where we could cut down operating expenses. The first place is 
through the acquisition of some permanent facility to replace this 
wartime, temporary equipment that has long passed its economic life. 
The Quonset huts do not last very long in the salt air out there and 
they now are very seriously deterior ated. 

The generators and refrigerators were high-speed, temporary equip- 
ment that now have gotten so they are constantly breaking down. 

The automotive equipment that we have is old and it is very hard 
to get any spare parts for the wartime models that we fell heir to and 
that we have reconstructed out of cannibalizing practices out there. 
Our total program for the permanent construction and permanent 
improve ments throughout the area is about $814 million. 

(The following table was submitted :) 


Permanent construction program by district, by year 


Palau $352, 000 
Yap 60, 000 
Moen — 0, 000 
Duble 
1. Field headquarter 000 
rruk district headqua 
- High Co imissioner’s headquarters 600, 000 
305, 000 ), OOO 21. O00 
ralls 319. 000 820. 000 83, O00 
Engineering, plans and desig 64, 000 000 | O00 


- ee } 
250, 000 13, 550,000 [1,7 000 / 1, 483, 000 


That compares with a program of permanent construction which the 
Navy had planned, and had regarded as desirable for the area, of 
$30 million. We are going along on a more moderate personnel and 
activities program and our total budget for permanent improvements 
is very much less. 


REDUCTION IN BQUIPMENT AND CONSTRUCTION FUNDS 


Now, we agreed before the House committee to reduce our permanent 
equipment and construction request by $2,575,000. That is a very 
substantial reduction and will not enable us to make any reductions 
in our maintenance costs in this coming year, but it leaves us a million 
and a quarter to go ahead with to get some of the needed permanent 
construction program completed. 

The request for operational activities in health, education, and so 
forth, is $4,560,000. That is a reduction of $565,846 from last year, 
chiefly because of the removal of Saipan and Tinian. We figured at 
the time that all of the Marianas would be excluded from this budget. 
However, I desire to retain Rota under my administration, and I think 
that there is agreement on that with the Navy. The Navy then will 
take Saipan, Tinian, and all the islands to the north, which would be 
convenient for them and more economical administration. 


LOCAL REVENUES 


The total budget includes also the local revenues. We spe snd for 
government out there revenues collected from transactions in copra 
and the sale of scrap, and from taxes on a few other items, $1,307,500. 
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We have a total for both our headquarters expense at the High 
Commissioner’s office and for the Judiciary, $150,000. This makes a 
total budget, including the $1,307,500 from local sources, of $7,232,500. 

We are asking, as I say, less for operational expenses but we are 
asking $114 million for construction, whereas last year we did not have 
uny construction funds. 


ISLAND TRADING COMPANY 


If I may, I would like to say a word about the Island Trading 
Company. It is an organization which we are carrying on without 
cent of appropriated funds except that we are paying the head man 
to supervise the whole thing, Mr. Charles Stewart. The Company 
provides import and export services and enables the people of Mi- 
eronesia to sell their copra and to buy the trade goods that they need 
and desire. 


OUTSIDE TRADING CORPORATIONS 


We plan to have that organization, which has been proving a busi- 
ness success, continued by the Micronesians. I am very earnest about 
that, Mr. Chairman, that is, I do not think, judging from what I have 
seen in other islands of the Pacific that it would be advisable to have 
outside corporations and trading companies coming in to do that 
vork. At the present time we are operating so that the Company is 
solvent and making some money, and we want to get it so that the 
Micronesians themselves can have that business. 

They want to do it, they are organizing to do it, they are proceeding 
vith organization, and I think they can handle the Truk section of 
t now with a little supervision. 

There are other young efforts to form corporations on which in 
due time we can re sly to take this over so that they will have the full 
benefits. 

If one were acquainted with what happens in some of the other 
islands when these services are provided, we will say, by the Chinese, 
for example, he would see that very little benefit comes to the natives 
from that sort of action. The same is true comparatively, if not in 
the same degree from the mainland firms. I would say that these 
outside firms would want to only touch at the main centers and skim 
off the cream and would still leave the Trust Territory Government to 
render expensive services, such as transportation back and forth to 
those distant islands. By doing this thing as we would wish and 
getting the Micronesians’ organization to succeed and to carry on 
the activities, we can get the wheole thing tied to gether so that the 
more lucrative and profitable pees of the organization and opera- 
tion will take care of the ones that are losses. 

It is like any franchise, I sup sett of transportation in the city. 
Some runs are dead losses but the company is required to carry them 
on and render the service. 


FURTHER DISCUSSION OF ISLAND TRADING COMPANY 


So, Mr. Chairman, I am asking that this Island Trading Company 


be continued for 3 vears with the intention that we are going to close 
it out. as soon as we can but that in no case will it last for longer 


than 3 vears, for by that time we think we can have the thing ready 
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to turn over to the Micronesians themselves and avoid absentee 
ownership. 


In the appropriation act, Mr. Chairman, there is language to take 
care of the succession of the Island Trading Company, if I may I 
should like to enter an amendment at this time. 

Senator Corpon, That will be made a part of the record 
point, 

(The information referred to follows :) 


SUBSTITUTION FOR LAST PROVISO IN THE TRUST TERRITORY SECTION OF THE 1954 
APPROPRIATION ACT 
Provided further, That the succession of the Island Trading Company is hereb 
extended to December 31, 1956, and the time within which the amount of the 
reserve for naval subsidies shall be paid into the Treasury as miscellaneous 
receipts, as required by the Interior Department Appropriation Act, 1953, is 
hereby extended to said date 


ORGANIC LEGISLATION 


Mr. Mipxirr. As to the question of organic legislation which was 
raised by the House Appropriations Committee, which committee 
stated that the request for ap propriation would be disallowed because 
there was no organic act which would serve as guideposts for evalu 

ting the use of the money and the progress in development of the 
Government—— 

Senator Corpon. As a matter of fact, there is no act of any kind 
that authorizes any appropr iation. 

Mr. Minxirr. That is right, for this coming year. That bill was 
yresented—— 

Senator Corpon. As soon as the Bureau of Administration has ar 
opportunity to go over it carefully the bill forming an organic o1 
ganization will be introduced, and I am hopeful we can get something 
through the Congress at this session. In the meantime, it will prob 
ably be necessary to put through some interim resolution to permit 
the handling of this matter, particularly with respect to the appro 
priation. That is a matter we will endeavor to take care of. 

Mr. Mipxirr. Yes, sir. It is that which I had in mind. I believe 
the Senator assisted in introducing Senate Joint Resolution 6, if I a 
not mistaken. 

Senator Corpon. Yes, and this proposed language is to be added. 

Mr. Savy. There is another letter which the Secretary sent ove1 
suggesting an amendment to cover this matter of the proposed ex 
tension of the life of the ITC. 

Senator Cornon. We can handle that without difficulty. 

Mr. Mipxtrr. I will say of the organic act, Mr. Chairman, a bill 
has been drafted and presented for the consideration of the Interior 
Committee of the Senate and doubtless will be introduced soon. But 
[ certainly think that you have sized it up right when you say it will 
take some time. And the passage of the Senate Joint Resolution 6, 
I should think, would be a very great help. 

I think Mr. Chairman, I have covered the main points that I had 
in mind. I very much appreciate the opportunity you have giver 
me to do so. 





INTERIOR DEPARTMENT APPROPRIATIONS, 1954 2285 


[ shall be glad to try to answer any of your questions or if they are 
detailed and I cannot answer, I think Mr. MeConnell will help me on 
that. 

Senator Corpon. Thank you very much, Mr. Midkiff. 


ADMINISTRATION 


1 will be interested very much in hearing from Mr. McConnell, who 
[ understand has been connected with the administration of the trust 
islands for a considerable period of time. 

[ would like to get into the record a statement with respect to exact 
ly what is being done, how many people it takes to do it. with respect, 
for instance, to the setting up of a legal division, and other informa 
tion of that character relevant to the practical aspects of the 
administration. 

Mr. McConnell, how jong have you been connected with the 
operation ¢ 

Mr. McCon nel, A little over 2 ye: Mr. Chairman. I went in 
under the N avy De spartinent at the time ena it was antic ipated that 
the operations would be turned over to Interior and served for some 
5 months under the Navy lamariabsiet succeeding Admiral Fisk, 
who had been the Deputy High Commissioner under Admiral 
Radford. 


NAVY REGULATIONS 


Senator Corpon. When the De partment of the N: ivy hi ud.contzol of 
the islands, they were in a position to apply the rules and regula- 


tions and the law that would govern a naval installation. It oa ‘A 
basis for operation. Now what is your operation at this time in the 
absence of law ? 

Mr. McConnett. We are following very much, Mr, Chairman, the 
pattern that had been set by the Navy under which the High Commis 
sioner, who at the time of my coming in was Admiral Radford, had 
issued what were called interim regulations to govern the trust 
territory. They were not naval regulations in any sense. We fol 
lowed those interim regulations pretty well but found it necessary 
to change some of them from time to time, which was done under the 
authority that was granted to the High Commissioner. 

Senator Corvon. The Navy regulations are the regulations that 
were prepared and published by the commander of the naval area. 
While not applicable, I readily understand the Navy itself was, how 
ever, under the authority of the law which would permit, and direct 
as a matter of fact, naval administration of areas under its control. 
Therefore, they did at least have the sanction of law. 

Mr. McConnett. Mr. Chairman, I am not a lawyer, so I do not 
know that I can give an appropriate answer there. It has been my 
undertanding, however, that the interim regulations were issued over 
the name of the admiral as High Commissioner of the trust territory 
and under that authority, not under the authorities that might stem 
from normal naval jurisdiction. 

Senator Corvon. All right, sin 

Go ahead, give us a picture of that situation as he found it with 
particular reference to the practical aspects of the administration. 
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DEPUTY HIGH COMMISSIONER’S DUTIES 


For instance, you were there 5 months under Admiral Radford. 
What was your duty at that time? 

Mr. McConnety. During most of that period, sir, I was serving 
opposite Admiral Fisk, endeavoring to indoctrinate myself and be 
prepared to succeed Admiral Fisk. 

Senator Corpon. What was Admiral Fisk’s duty ? 

Mr. McConnewu. He was Deputy High Commissioner under Ad- 
miral Radford. Of course, at the time I came in, Senator Thomas, 
who was our former High Commissioner, had already succeeded Ad- 
miral Radford, so in a sense I did not serve under Admiral Radford. 

Senator Corpon. Was there a Presidential order directing this orig- 
inally, setting up a high commissioner for the trust islands? 

Mr. McConneut. Miss Boskey, could you answer that question for 
me? 

Miss Bosxry. I think there was not an order setting up a high 
commissioner. There was an Executive order ” cing responsibility 
for civil administration in the Secretary of the Navy and leaving it 
to the Secretary of the Navy to determine how that would be done. 

Senator Corpon. I recall there was some Executive order in the 
matter. I think the order placed jurisdiction in the Secretary of the 
Navy and pursuant to that authority and delegation of power these 
matters were handled, including that of the High Commissioner, 
and you are still operating pursuant to, if not that ‘order, to the rules 
and regulations that were set up under the order; is that right? 

Mr. McConnetuz. Generally so. We have, however, modified those 
interim regulations and as of December 1 of last year they were issued 
as the code of the trust te rritory over the signature of the former High 
Commisioner, Elbert Thomas. 

Generally they are very much alike ; very much like the former in- 
terim regulations put out under the Navy administration. 


PRESENT ADMINISTRATION COSTS 


Senator Corpvon. What have you to say with respect to the present 
cost of the administration as compared to that under the Navy ? 

Mr. McConnetz. The present cost of administration is some $2 
million a year less than it was under the Navy, a arg more than 
that, perhaps, although it is certainly true that under Navy admin- 
istration the total cost of their operations did not appear in appro- 
priations for this specific purpose. For example, in the medical field 
they had no call to ask for specific appropriations. Their medical 
bureau carried on the work that was necessary in that field. 

Senator Corpon. Was that work comparable to that which we carry 
on there? 

Mr. McConnewy. Yes, sir. We have changed the level of opera- 
tions very little in any field except to accent it in two fields where we 
felt that work was necessary to bring the islanders into a position 
where they could better support reensebyin. and to settle the very 
distressing problem of land claims. Under Navy administration, al- 
though they had intended to do something along those lines, they had 
not made very great strides in settling any land claims. 
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LAND CLAIMS 


Senator Corpon. When you refer to land claims, do you refer to 
claims for land in kind so that a given individual may get back the 
specific property which was taken from him or do you refer to money 


damages for property that was taken and converted to the use of this 
or other governments or other entity f 

Mr. McConnetu. Primarily the former, Mr. Chairman 

Senator Corpon. Who has the land now ? 

Mr. McConnetu. In many cases it is being used by the administra 
tion. In some cases it is considered as pub lic domain and 1s made 


available to the native people to farm. But until title to those lands 
is actually transferred to the people, they naturally do not have the 
incentive to plant and to care for their crops that they would have if 
they had title to the land. 


INDIVIDUAL TITLE TO LAND 


Senator Corvon. At some time in the past did individuals have title 
to the land? 

Mr. McConnetu. It varies in different districts. For example, in 
the Saipan district that we referred to, we were able to settle those 
claims more rapidly for two reasons: One, that we had the good for 
tune to come upon the records of the former Japanese corporations 
who were working there, and it was a matter of translation from 
Japanese to English in order for us to determine the bo undary lines. 
The other thing that made it easier was that in the Saipan distri 
individual title holdings were the order of the day. 

Senator Corpon. You say individual title holders? Where would 
you turn to find the evidence of title of record? Did they have such 
thing ? 

Mr. McConne tu. Yes, sir; they h: “ In the Japanese records in 

Saipan there was evidence of pure hase by the cor por ations of individ 
ual plots of land. 

Senator Corpon. Do you expect to give those lands back to thos 
from whom they have been purchased ¢ 

Mr. McConnetu. That is of course a big proble m for us. 

Senator Corpon. I do not see much inequity there if the land were 
purchased in a voluntary sale. Where is the problem there? 

Mr. McConne tt. It is whether or not the sale was voluntary that 
poses the problem. We know that there will be cases where the native 
people will claim it was an involuntary sale when perhaps the opposite 
was true. But we have evidence that indicates there are many cases 
where the land was actually taken by the Japanese corporations. 

Senator Corvon. That is a different situation. 

Mr. McConnetu. That is right, sir. 

Senator Corpon. You mean taken without any compensation ? 

Mr. McConnett. Either without any compensation or with just a 
token payment. What we are doing in such instances is to take title 
in the name of the trust territory government of that land which was 
formerly under title to the Japanese or the corporations and then, 
make it available for homesteading purposes, giving prefere! ce to 
those people who originally had title to the land. 
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Senator Corpon. That seems to be a sound procedure. 

Now, to what extent is that a problem? Is that a situation that 
exists all over these six districts or is it intensified into a few areas ? 

Mr. McConne tt. It is intensified in and around the former Japa- 
nese headquarters or industrial establishments. Therefore, it is not 
confined just to their settled area, such as in the town of Koror or in 
the town of Colonia, which is in the district of Ponape, because in the 
Japanese times with the 85,000 or so Japanese they brought in to 
colonize, they spread out among the other islands. They had sugar 
plantations; they had substantial sugar mills in some places. So this 
problem does extend out beyond the area in the center. However, it 
is intensified at those points. 


PROPOSED ORGANIC ACT 


Senator Corpon. Are you familiar with the proposed organic act? 

Mr. McConneuu. Generally so; yes. 

Senator Corpon. Does it carry any provisions for local government 
by the local people? 

Mr. McConnetu. Yes, sir. 

Senator Corpon. Any provisions for setting up any procedure for 
record of title? 

Mr. McConne t. I do not, believe that it is specific on that point, 
although I would like to refer that question to our attorney who is 
here. 

Miss Bosker. I think it is not. I do not recall any provision. 


JAPANESE LANGUAGE SPOKEN 


Senator Corvon. What percentage of the native population in the 
areas where there has been either originally German control, actual 
personal control there after the Japanese with respect to the ability 
of the natives to speak languages other than the native languages ¢ 

Mr. McConnetu. Almost all of the natives speak Japanese. 

Senator Corpor. Do many speak German ? 

Mr. McConnetx. Some speak German, but relatively few. 

Senator Corpon. How many speak English ? 

Mr. McConnetu. I would have to hazard a guess at that. 

Senator Corpon. One in 10, 1 in 50, 1 in 100% 

Mr. McConnett. I would say that English speaking is confined to 
those who have gone through our schools in the last 7 years, so that 
it would be a matter of perhaps 4,000 out of 57,000 people. 

Senator Corpon. It looks like you are going to have a tough prob- 
lem ahead of you, just being able to find a common language. 

Mr. McConnetu, I might say at that point, Mr. Chairman, that 
in answer to your previous question as to the separe ation of the terri- 
tory into districts, one of the reasons of course is the difference in lan 
guage that is spoken i in each district. 

Senator Corvon. They have no symbols for writing ? 

Mr. McConnetu. Some do, yes, most of them do. 


LOCAL GOVERNMENTS 


Senator Corpon. They have some type of local government, do 
they not? 
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Mr. McConnetu. They have had, of course, a local government, as 
we think of it gener: ally, among people who lis e ip situations as those 
people do. They have their clans and their chiefs of clans and that 
has been their form of government for a good many years. 

Senator Corpon. Do you recognize that form of gvovernment ¢ 

Mr. McConneti. As the High Commissioner says, we have to 
recognize the very substantial controls that that form of government 
gives and it is a great assistance to us in our administration that they 
do have those controls. 

Senator Corvon. If you will permit, Mr. McConnell, Admiral Rad 
ford is very busy these days and has consented to come before the com 
mittee to give the committee the advantage of his experience in the 
trust area and particularly with reference to the primary purpose of 
the setting up of the trust territory out of se curly. 

Admiral Radford, for the record, | woul a appre late very muck h 
your furnishing the committee with your views with respect to the 
extent of control and government that it is essential be established 
or maintained in the trust territory, and generally your views with 
respect to the practicality of the present administration as it 1s set 
up for the islands and to the extent that you are familiar with that. I 
realize that you have not had the experience in that field that you 
have had in the matter of administration of other trust islands where 
I understand you operated as the first High Commissioner under Ex 
ecutive order or delegat ion by the Secretary of the Navy. 

I know the committee would appreciate your views. The situation 
we find ourselves in at the present moment is that we lack basic law 
for even authorizing an appropriation. We hope that we can have 
that matter taken care of. 

We are faced with the fact, also, that it is going to be necessary to 
set up some type of organic act for the administration of the area and 
your exper ience in the field and your suggestions to the committee and 
to the C ongress will be appreci: ited. 


TRUST TERRITORY OF THE PACIFIC ISLANDS 


STATEMENT OF ADM. ARTHUR W. RADFORD, UNITED STATES 
NAVY 


GENERAL STATEMENT 


Admiral Raprorp. Senator Cordon, I apprecli ite this op portunt ity 
to appear before your committee because having been High Commis 
sioner of the trust territory for about 114 years and traveling through, 
visiting many of the islands and becoming acquainted with the people 
and their problems, I formed a real attachment for them. 

I feel that we have undertaken a great responsibility that we can 
not treat lightly. I think that there is a tendency to forget, and that 
is partic ‘ularly true in the Congress. that we took these isl: ands from 
Japan in World War II at a tremendous cost in lives of American 
young men. At the end of the war and after the United Nations was 
formed, we told the United Nations in effect that we wanted these 
islands under our control. We proposed that we take them under a 
trusteeship, strategic trusteeship, and it was different from any other 
trusteeship that the United Nations has granted. 
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AUTHORITY REQUESTED 


We said we want the authority to close off the islands as necessary ; 
we want authority to control who goes into the islands. In other 
words, we took those islands, we took the control and responsibility for 
those islands because they were essential to the security of the United 
States, both positively and negatively. 

In other words, the ‘y were bases for us in case we needed them for 
offensive operations and we were determined that no unfriendly 
power should ever get control again so they could operate against us. 

That is how we got the islands. 


GRANTING OF TRUSTEESHIPS 


Now, the United Nations granted the United States this trustee- 
ship but they put some provisos in, and they said in effect all right, 
the United States can have this trusteeship and this responsibility 
if you will agree to try to educate the natives. You are responsible 
for their economy and you should, as in every other United Nations 
trusteeship, you should be concerned for the welfare of the inhabi- 
tants and bring them along to the point eventually where they can 
govern themselves. 

We started out in 1947. I was not the first High Commissioner. 
I think I was the third under the new trusteeship. Admiral Denfeld 
and Admiral Ramsey preceded me. 


EDUCATIONAL PROGRAMS 


The Navy started programs of education. We employed and had 
the volunteer services of some of the finest and most competent ex- 
perts in the various fields that we could obtain, civilians that came 
out and surveyed the situation. We started programs and we were 
complimented in the United Nations for the work that we had done. 

The point to remember is that the United States has to make 
an annual poport to the United Nations on our trusteeship. At that 
time the High Commissioner appears and is interrogated by members 
of the United Nations Trusteeship Committee on the various aspects 
of the programs that are going on. They also send committees out 
to survey. There has just been a committee from the United Nations 
out there, a four-man committee, and they travel from place to place 
and they investigate what we are doing. 

So that we are operating wide open in that respect. We can tell 
the committee they can not go to certain places in the trusteeship, 
that is all right, but for the most part the United Nations keeps 
very close track of what we are doing out there. 


USE OF WAR MATERTAL 


We were never able, while I was the High Commisioner, to deter- 
mine exactly what it costs the United States for the government of the 
trust territory, and that was because there was so much excess mate- 
rial available, material that had been left there as a result of the war 
that we could use in building up or repairing various installations, 

Senator Corvon. Were those installations used by the natives or 
installations used by the administration ¢ 
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Admiral Raprorp. We built schools, one thing and another like 
that. We had materials to help ourselves out. The natives them- 
selves were given material that was declared surplus and they could 
use it for rebuilding their own houses. There was a great deal of 
that material. And about the time we turned the administration over 
to the Department of the Interior, that had largely come to an end. 
I knew, and stated in the meetings that I had with representatives 
of the Department of the Interior, that they were going to be faced 
with a dificult problem. If we had kept the administration, we would 
have had to ask for more money. In other words, the picture of 
expenditure in dollars for the period of 1947 to 1950 was not an accu- 
rate one because of this surplus material. Eight or nine months 
before we turned over to the Department of the Interior I wrote a 
letter to the Navy Department in which I outlined the need for per 
manent construction in the trust territory. I suggested that they 
inform the Secretary of the Interior that they give him this letter 
and he in turn use it as a basis for estimating the requirements for 
construction. 


ESTIMATE OF COST OF PERMANENT CONSTRUCTION 


I think at that time I estimated that the total cost of permanent 
construction in the headquarters and subhe riquarters would come to 
something like $30 million throughout all the trust territory. That, 
of course, could not be done at once. Labor and other considerations 
entered into it. It would have to be spread over a period of maybe 


10 or 15 years; even if you were given the money you could not use 
it that fast. So it would require an annual increment for that 
purpose. 

If you did not get it, you were going to suffer because the mainte- 
nance of these various temporary structures would increase with time 
to the point where you were going to spend more “™ maintaining 
those structures than you would if you r« placed them with permanent 
construction of low maintenance and cost. In conversation with Sen 
ator Thomas, soon after he came out there, | gave him the picture. 

The Korean war came on and, of course, it then became more or less 
impossible to embark on any large construction program in the trust 
territory. It was a question of lack of shipping and the availability 
of labor, qualified skilled mechanics, so that we just had to postpone 
the program. 


CONDITION OF HEADQUARTERS BUILDINGS 


The condition of the various headquarters buildings in the trust 
territory has steadily deteriorated in the last 2 years and primarily 
because the appropriations have not contained enough money for 
maintenance. 

I have told this to subcommittees of the Congress, the Appropria- 
tions Committee of the House that traveled out there about a year ago. 
They told me on the other hand in front of a representative from the 
Interior Department that they had appropriated all the money that 
had been requested by the Secretary of the Interior. That was the 
answer they gave. 

T understand that now there is proposed or the House of Represen- 
tatives has passed an appropriation bill calling for a reduction of over 
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50 percent or roughly 50 percent of the requested budget, is that 
correct ¢ 

Senator Cornon. In fact, they eliminated it. 

Admiral Raprorp. Well, that is probably the easiest way. I would 
say that if you had to do it at all, that would be the simplest way to 
do it and the natives can go back to eating coconuts and taro. 

What would h: appen W ith any great reduction in this budget, and 
my own feeling is that the full amount is not enough, I think—— 

Senator Corpvon. What do you have in mind when you say the full 
amount is not enough? What do you expect this Government to do 
out there ? 
























EFFECT OF REDUCED APPROPRIATIONS 








Admiral Raprorp. I think this, Senator, that in the last 2 or 3 years 
the appropriations for the trust territory under the Department of 
the Interior have resulted in a gradual reduction of the programs that 
you could control. In other words, if you run a government of that 
kind you have a certain administrative overhead that you cannot get 
away from. You can reduce it, maybe instead of having 5 people on 
an island, you can have 4. And they can work harder, the 4 can work 
harder. But on the other hand you cannot reduce your fixed overhead 
a very great deal. The salaries cost so much. Under the law trans- 
portation of dependents and household goods and leave programs are 
fixed by statute. So the cost of your personnel to administer the trust 
territory is somewhat fixed. Your tr: insportation costs are subject to 
some reduction perhaps, but if you reduce it too much, you will lose 
the good people that are working for you. They are not willing to go 
out to an isolated island with their families and then have a ship come 
in once a year with all their requirements. There is a point beyond 
which the reduction in your transportation cost will be reflected in 
the caliber of people that you can hire for administration. When 
you reduce below a certain figure, the reduction then takes place in 
the programs that we are committed to by our trusteeship agreement. 




























CLOSING OF TEACHER-TRAINING SCHOOL 





In other words, certainly you can close the teacher-training school, 

that costs quite a lot of money to run it. You can stop training the 
natives for medical work and dental work. None of that will show 
up for 10 years or so. It will not be noticed, nothing will stop. But 
the United Nations will find out about it and be very critical and of 
course our friends the Russians, are on the truste eship and they never 
lose the chance to exploit any particular deficiency in our admin- 
istration of the trust territory. 

We do not see that in our papers because it is not considered news, 
but out in the Far East they get very choice little items about the 
United States promised to do this, that, or the other thing and they 
are not doing it. I feel that the Congress must take into account 
the obligations which are quite specific to conduct these programs 
for the welfare, the education, and assistance of the native population. 

Tn the total sum required it is certainly almost infinitesimal in our 
tremendous appropriations today. I think they will have to take the 
word of the High Commissioner for the cost of the administrative 
overhead, which is certainly—which certainly can be clearly laid out, 
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the cost in dollars and cents of the pure overhead is available and the 
the cost of these programs added to that, plus the maintenance of the 
plant facility, gives you a pretty good idea, it is a pretty straight 
forward cost estimate of the High Commissicner’s operation 
erning the trust territory. 


CONTINUING COST TO FEDERAL GOVERN MEN! 


Senator CORDON. Do you see any hope in the future rol any redu 
tion in that or are we going to have wards in the South Pac = sui 
as we have on the Indian reservations and have had for the last 10 
years, it does not get better but it gets worse. 

Admiral Raprorp. I do not think that the cost will go down. Ther 
will be and we have to face the fact that we have to have permanent 
construction there at some time. That has to be done over a period 
which I would estimate about 10 years. So it would be an annual in 
crement that would have to be added to the cost. 

The basic cost, the educat ional programs and overheac | | rehia 
approximately constant for as long as we have the trusteeship. Thes 
islands were an economic liability to the Japanese. [here is no reaso! 
to suppose that we can do any better than they could. I think that 
for many reasons it is impossible to produce any ap »preciable source 
of income that would lower the cost of administering the governm«s 

Senator Corpon. As a matter of fact, do you not think this could 
be charged to the Department of Defense and not the Department 
of the Interior ? 

Admiral RADFORD. You could look at it that way and be very log) 


cal about it. I think there has been talk that the Interior Depart 
ment has been administering the government of the trust territory 
at a cost much less than that done by the Navy. I think that is a 
mistake. I do not think they have. I think some savings they hav 
made have resulted in the reduction of some of the programs. I thin! 
they have not been reali savings at all. The maintenance of the 

plant has not been as good as it was under the Navy Department 


ORGANIZATIONAL CHART 


Senator Corpon. Is there available anywhere to the committee, Ad 
miral, any information with respect to the organizational chart that 
was used by the Navy? 

Admiral Raprorp. Yes, sir. We have been very close to the High 
Commissioner and helped him and have had very very pleasant rela 
tions. The organization is approximately the same. T ate has been 
very little change in the basic administrative organization. They 
keep the same subdistrict headquarters and the same field headquai 
ters at Truk. There is very little change in that. 

Senator Corpon. Give me a picture of one district headquartet 


What is there? 
DISTRICT HEADQUARTERS 
Admiral Raprorp. You have the Marshall Islands. It is an ethni 
grouping. The Marshall Islanders are a little different. So we have 


that area as a district under one administrator. He is located at 
Majuro and controls and looks out for the people in all the islands 
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Senator Corpvon. They have some local government in that area, 
do they not ? 

Admiral Raprorp. They have a local Marshall Island Congress. 

Mr. McConne tt. That is right. 

Admiral Raprorp. That was started down there by the Navy where 
they have partly representatives elected by various island groups and 
partly the hereditary chiefs, although their chiefs were also elected. 
They did not succeed in families. That is the only local government 
except that in each island there are always the village councils and 
they conduct their local affairs. 


FIELD TRIPS 


The Administrator sends out what they call field trips and tries to 
visit the populated islands once every 60 days or so. We used to try 
to visit them once every 3 months asa minimum. Some of the islands 
you visit more often, there is copra to be collected. But some of the 
outlying islands with small populations, you try to visit every 90 days. 
The Ponape district with headquarters in Pon: ape is in the Caroline 
Islands and roughly splits the Caroline Islands into parts of three 
districts. 

The Eastern Carolines are administered from Ponape. Most of 
them, Ponape, Kusiae, Pingelap, Mokil, are rather advanced. In 
other words, Ponape, Kusiae are large islands and they have large 
populations, they are more advanced than most of the islands of the 
group. Down he ‘re you have very re mote ish: unds. This one, for in- 
stance, is right down on the Equator. The people on this island are 
Polynesians. They are like the Hawaiians and they are 1 of only 2 


islands in all this area. They are 2 islands, 2 little islands that have 
Polynesians, the rest are what are known as Micronesians. 

Senator Corpon. It would be interesting to speculate how they 
got there. 


Admiral Raprorp. Yes. It is one of the most interesting islands 
to visit in the Pacific. They are self-supporting to a great degree. 
They are very industrious, they are a nice people. They have a king 
on their island. 


POPULATION OF KAPINGAMARANGI 


Senator Corvon. What is the population of Kapingamarangi ? 

Admiral Raprorp. I would say 2 or 3 hundred, I might add that 
one of the things we are doing is increasing the population very fast. 
We have reduced the infant mortality rate and we have prolonged 
the lives of the older people. So the populations on these little islands 
are increasing very fast. As a matter of fact, in 1 or 2 of these 
little islands, you have a popul: ition that a couple of years ago was up 
to 1,409 to the square mile. They have an atoll with a h: alf square 
mile of land total in the little island and you will have 700 or 800 
people. We are going to have to take them off. They are going 
to have to be moved. They grow copra and they grow taro and 
vams. In the old days when the population reached that point and 
they had a hurricane or failure of a crop, they died. Nature took care 
of it and they started to build up again. 

The natives from this island used to be taken by the Germans in 
the old days up to work on a copra plantation up here. They would 
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vo to other islands to work. Now, in the not too distant, future, the 
High Commissioner of the Trust Territory is going to have to move 
some of the excess population to Ponape, to one of the larger islands 
and give them some land. None of them would like to le 
little islands. They would rather stay the 

Mr. Mipxtrr. The population of Thisiviennain: angi is 264. 

Admiral Raprorp. ‘They have added about 100 people since I was 
there. 


ave these 


TRUK DISTRICT 


The Truk district is the most populous. There is greater popu- 
lation in that area than any other area. They are not too far ad 
vanced. On some of these islands the natives are quite interesting and 
fairly well educated. But as you go into this area you find a real 
primitive group. 

Senator Corpon. You said some of the natives are fairly well-edu- 
cated. Where did they get their education ? 

Admiral Raprorp. From the J apanese. 


CONDITIONS UNDER JAPANESE ADMINISTRATION 


Incidentally, the Japanese did not do a bad job of administering the 
trust territory. The natives as a result have no hard feelings about 
the Japanese rule. It was only during the war where Japanese troops 
were billeted that they have some bad stories to tell. For the most 
part, the civil government of what is now the trust territory under 
the Japanese was quite fair. The ‘y Were more strict with the natives, 
they had certain rules, but they got along pretty well. You get out 
into some of these islands—I have visited Woleai and Lomotrak, 
which are two of them. On Woleai the people are very very primitive 
and they are not healthy looking at all. Most of the older people look 
as though they had TB. The women are not allowed to stand up 
in the presence of the men. ‘They crawl around on the ground. That 
is the kind of people you are dealing with. You have to have special 
programs for taking care of one group and another group. 

We took this on maybe literally, but we have a bear by the tail 
actually. You get over here, again you run into a population that had 
a great deal of contact with the Japanese and are on a higher plane 
except you come on a little island like Ngulu, which has a population 
of 100. It is very interesting and they are very primitive. They have 
unusual houses. They are in an area where they have typhoon S SO 
they have learned to build very aia houses. 

In all of these islands they wear practically no clothes, just a 
grass skirt and a G-string. These people, as I said are rather uncivil- 
ized. You get into the Marianas and that is an entirely different story. 
The Marianas have been in contact with Europeans for over 400 years 
They are a mixture of Spanish and Chamorro and Portuguese. They y 
have had lots of contact. 


UNPOPULATED ISLANDS 


In Guam, Tinian, and Saipan you could find local politicans that 
could hold their own in Brooklyn or Chicago, where I come from. 
The rest of these islands up there are practically uninhabited. As a 
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matter of fact, there are only about 96 out of some 2,000 islands in 
this whole group that are populated at all. 

Senator Corpon. Are those that are unpopulated capable of sus 
taining any population ? 

Admiral Raprorp. They could in some cases but there is usually 
some drawback to them, mainly that it is difficult to get on and off. 
In other words, the reason they are not populated is because it is 
hard to get in and out in a boat. They do not have any passage 
through the reef or the one that is there is very dangerous. So there 
is very little chance of populating the small uninhabited islands. 

Senator Corpon. None of these that are uninhabited are of any size? 


SECURITY FACTORS 


Admiral Raprorp. No, sir. They have lagoons, maybe. As a part 
of my responsibility is to actually visit and land on every one of these 
uninhabited islands, we try to photograph them and observe them 
from the air once every 3 months. We would like to actually land on 
every one or take a good look at it every 6 months. 

Senator Corpon. When you speak of that you are speaking of the 
security factor ? 

Admiral Raprorp. That is the security aspect. We cover this area 
and the Marianas. We keep a very close check on all the uninhabited 
islands. Just the other day there was a report of a Japanese fishing 
boat that had come to this island and had landed and taken coconut 
and taro, 


JAPANESE FISHING BOAT LAW VIOLATION CITED 


Senator Corpvon. What island are you pointing to, for the record? 

Admiral Raprorp. Namorik. That is in the Marshalls. The crew 
from the fishing boat had landed, taken food from the natives. They 
promised them rice in return and they sailed away without giving 
them any rice. It is against trust territory law. They are violating 
the law by coming in there, and we will make representations to the 
Japanese Government. 


AMERICAN MARITIME PERSON NEI 


Senator Munpr. Do we have American maritime personnel sta 
tioned on all of the inhabited land ? 

Admiral Raprorp. No. We have American personnel on probably 
six islands only, but they do go out on these field trips and visit other 
islands, the doctors and various administrators travel around in these 
little field trips and visit the islands. 

Senator Munpr. Do we assume a financial obligation in conjunction 
with all of the inhabited islands on which we have no personnel ? 

Admiral Raprorp. Well, we assume the financial obligations for all 
theislands. In other words, they are not self-supporting. 

Senator Munpr. Take an island where we have no American per- 
sonnnel, which has four or five hundred natives, what is the extent of 
our financial obligation ? 

Admiral Raprorp. As a rule, in the first place we try to run a school 
on that island. We will have an elementary school. The teachers 
have to be paid. I think we used to pay half the salary and we tried 
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to get the other half out of the village council. We tried having the 
village council pay the teachers and found out that the teachers were 
not very happy about it. The only money they got was the half that 
we paid. Sometimes they could get it, sometimes they could not. The 
island just did not have any money. 


LOCAL TEACHERS 


Senator Munpr. The teachers are all natives ? 

Admiral Raprorp. Yes, and those native teachers, we did have 
some that for one reason or another have come in contact with Eu 
ropeans or Japanese and have had some education but the great num- 
ber of teachers have been trained in a te ache trang school. 

Senator Munpr. What are you trying to teach them to become, 
better natives or are you trying to teach them western civilization / 

Admiral Raprorp. We are trying to teach them to read and write 
English. lt was a very elementary education. | would Say the ob 
jective when I was there was to try to give them what might amount 
to a fifth-grade education. That was as much as we could undertake 
with a great majority. It would compare very well with any United 
States school. There would be some geography. 

Senator Munpr. What is your target? Why are they going to be 
better natives if they have a fifth-grade education ? 


U. N. TRUSTEESHIP AGREEMENT 


Admiral Raprorp. Well, you have me. I am not sure that they will 
be better natives. But we do have this obligation. We undertook 
this obligation to the United Nations. They have spelled out and 
the Congress accepted this trusteeship agreement. In other words, we 
are carrying out obligations that we have made in giving them—we 
promised to give them an education, so that eventually they could 
conduct their own government. 

Now, how far in the future that is, I do not know. How practical it 
Is, is questionable. In other words, the trusteeship agreement itself is 
very broad. If you take it too literally, 1 think you could set some 
goals that were not practical. 

Senator Munpr. Is the United Nations. per se underwriting any of 
the costs of this unknown target of which we are shooting at? 

Admiral Raprorp. Not a bit. 

Senator Munpr. We pay it? 

Admiral Raprorp. We pay it. And it is not very much. 


TOTAL FUND FOR TRUST OPERATION 


Senator Munptr. What isthe total fund for the total trust operation ? 

Admiral Raprorp. I am not familiar with that. 

Mr. Mipxkirr. $4,560,000. 

Senator Munpr. For the whole series of islands? 

Mr. Mipxtrr. Yes. 

Senator Munpr. That is likely to constantly grow as we try to in- 
clude them with western ideals; is it not ? 

Mr. Mivxtrr. Two things may happen there, I suppose. One thing 
is that we are really trying to get them to take over some economic 
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activities which they want. In which case that will be a source of 
additional local revenues to offset the cost of government. Yet their 
demands and desires seem to keep growing. Our hope is that those 
things can be met by the money that they themselves can raise rather 
than having us put any more money in that at all. If they want it, 
they can work for it. 

Admiral Raprorp. I think in general our programs have been very 
modest down there. We have tried to educate them so that they can, 
along agricultural lines for one thing, teach them how to grow more 
food on an acre of ground, teach them how to fish and how to take 
care, how to preserve their food; some of these islands have a lot of 
food at one season of the year and they are starving another, if some- 
thing happens. Down in this Kapingamarangi I think they know 
how to preserve breadfruit for over a year and the other islands do not. 


STRATEGIC VALUE OF ISLANDS 


Senator Munpr. Is it the position of the Navy, Admiral, that these 
islands have a positive strategic value for us or are we there in a nega- 
tive capacity / 

Admiral Raprorp. They have both, Senator. We certainly do not 
want anybody else to use them against the United States. That is why 
we took them away from the Japanese. That is also why we did not 
permit negotiations for this trusteeship, we simply said we are going 
to take the islands. We are not willing to give the trusteeship to any- 
body else. 

Senator Munpr. Does anybody else have any islands at all in the 
whole general area ¢ 

Admiral Raprorp. The British have some islands down below “the 
line” here (Nauru, Gilberts, and Ellices). Then the Philippines are 
over here and some of the Australian and New Zealand islands. But 
there are no other islands until you get to Japan or Formosa. We 
control all the islands in the central Pacific. 


ISLAND UNDER RUSSIAN SUPERVISION 


Senator Munopr. Does Russia have any islands at all up there? 

Admiral Raprorp. Only close to Russia, up near Siberia. 

Senator Munpr. We gave them away at Yalta. 

Admiral Raprorp. They have the island chain that the Japanese 
used to have. 

Senator Munpr. How far are they from these islands? 

Admiral Raprorp, From Guam to Tokyo is about 2,000 miles, or 
1,800 miles. 

Senator Munpr. From the closest islands to the Russian Islands ? 

Admiral Raprorp. No, the closest islands are Northern Marianas, 
and Majuro. The Northern Marianas are just below lwo Jima. They 
are about 600 miles from Tokyo. The Bonin Volcano Islands, that 
little group there, we still hold those islands and they are not part of 
the trusteeship. I am still the Governor of Bonin and Volcano Is- 
lands. But we have only a population of 140 people on one island. 

Senator Corvon. What disposition was made of those islands in the 
Japanese treaty? Was there any disposition made? 
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Admiral Raprorp. They agreed that we could establish a trustee 
ship which we have not yet tried to do, because I am sure it would be 
dithcult to get it through. 

Senator Corpvon. Admiral, we appreciate your coming before the 
committee. This supplements the record in an aspect that is very 
important. We thank you. The Chair has received a letter from 
Admiral Radford on this subject which will be made a part of the 
record. 

COMMANDER IN CHIEF PACIFIC AND UNITED STATES PACIFIC FLEET, 
San francisco, Calif., May 22, 1958 
Senator Guy Corpon, 
Member, Senate Appropriations Committee, 
Senate Office Building, Washington, D.C, 


DEAR SENATOR CorvDON: I am informed that Mr. Frank E. Midkiff, High Com 
missioner of the Trust Territory of the Pacific Isiands, is returning to Washington 
in order to appear before the Senate Appropriations Committee in regard to the 
budget of the trust territory. It is my understanding that the bill providing an 
appropriation for the government of the trust territory during the fiscal year 
1953 required the discontinuance of the Island Trading Co. as of December 
81, 1953. Because of the contemplated discontinuance of Island Trading Co 
within the next 7 months, I am submitting the following facts for your con- 
sideration. 

As you may recall I served in the capacity of High Commissioner for over 2 
years, and I have a deep continuing interest in the affairs of the trust territory 
I am familiar with many of the social and economic problems that are ever pres 
ent in administering a small group of people who live scattered throughout an 
area comparble to the size of the United States. 

The natural resources of the trust territory are meager. They will, as they 
have for centuries, sustain the peoples reasonably well on a subsistence level 
There are, in addition, limited opportunities for economic expansion. To assist 
in the important task of developing the economy of the area the Island Trading 
Co. was created by the Secretary of the Navy, in his letter to the High Commis 
sioner dated October 28, 1947, and the company was chartered by the government 
of Guam on December 6, 1947 

The mission of the Island Trading Co. is to promote the advancement and 
economic self-sufficiency of the inhabitants It is to foster the development 
of private industry and commerce, adjusting its policies to encourage such «¢ 
velopment and withdraw from activity as private enterprise demonstrates it can 
meet the needs of the community. It has, for example, withdrawn from the 
Saipan district as the people have demonstrated that they are capable, with a 
minimum amount of supervision, of handling their own trading operations. In 
other districts such advancement has not been as rapid and the native people 
are not capable or ready to handle their own affairs. It is these people, who 
represent the bulk of the 56,000 population, who must continue to be helped by 
the Island Trading Co. This operation seems to be in keeping with our obliga 
tion under the United Nations agreement to promote to the utmost in political, 
economic, social, and educational advancement of the people within our trust 

The time has not yet arrived where the majority of these native peoples can 
manage their own affairs and attempt to cope with business practices followed 
by brokers and traders from the outside world. To force such an operation on 
these people at the present time would result in financial chaos for the native 
participants. Past experience has proved this to be a fact For example, on two 
separate occasions native buyers went to Japan to purchase supplies for local 
concerns and overpurchased in such items as canned oysters and coffee to such an 
extent that it was necessary for the Island Trading Company to come to the reseus 
purchase surplus stocks, and redistribute these slow moving items (natives do not 
drink coffee or eat smoked oysters) at the district centers for purchase by United 
States personnel. 

If the Island Trading Co. is forced to go out of business, it will be necessary 
to have some other agency or enterprise established to handle the sale of copra 
or else the economy will disintegrate completely. This company serves all of the 
people in this far flung area from the remote islands in the Marshalls and eastern 
Carolinas to the few hundred people who live on the half dozen island groups 
several hundred miles south of the Palaus in the western Carolinas. Any United 
States firm that would attempt to operate in the trust territory and carry on 
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merchandising import and export duties as is done by the Island Trading Co 
would be interested in doing business at only the district centers. <A subsidy 
would be necessary to guarantee regular service to the hundreds of people who 
live on the fringes of this vast domain, otherwise the remote, expensively served 
islands would be left to shift for themselves or be served by the trust territory 
government. It must also be noted that profits now accruing from the operation 
of the Island Trading Co. reinains in the trust territory. Private enterprise 
would take what protits there were to be made out of the area. 

To discontinue the Island Trading Company at this time and permit mainland 
corporations to take over a part of a well organized business which is operating 
solely for the benefit of the Micronesians would deprive these people of an oppo 
tunity which, 1 believe, they would never regain. Further, I consider that we 
would not be living up to the spirit of article VI of the trusteeship agreement 
Which reads as follows: 

“The administering authority shall promote the economic advancement and 
self-sufficiency of the inhabitants, and to this end shall regulate the use of 
natural resources ; encourage the development of fisheries, agriculture, and indus 
tries; protect the inhabitants against the loss of their lands and resources; 
improve the means of transportation and communication. = 

Under the direction and guidance of the government of the trust territory, 
Micronesians are moving toward competent, free enterprise and corporate action 
on a seale sufficient to permit them to hold their own in the future against outside 
competition. However, it is impossible to say just when they will be able to 
perfect an organization such as is needed. I, therefore, recommend that the 
[sland Trading Company be continued until it becomes possible to replace this 
Company with an organization of Micronesians who are capable of handling their 
own affairs. 

Although it is not believed that the Island Trading Company comes within the 
intent of the Butler-Byrd Act of 1946, it may be considered necessary to introduce 
a bill to clerify its status. If so, I strongly recommend that such a bill be 
introduced, and that it provide for the continued operation of the Island Trading 
Company indefinitely. 

I am sure that Mr. Midkiff can furnish any additional information that you 
imay need which would be of assistance to you and members of the Senate 
Appropriations Committee. 

With continued best wishes 

Sincerely yours, 
ARTHUR RADFORD. 

Admiral Raprorp. Thank you very much. 

Senator Corpnon. Mr. Strand, as you recall, the first request in the 
Truman budget was $9.5 million. You revised that request to $5,925,- 
000. Have you further reduced that request as of this time, or is that 
the amount that you desire to present at this time as the request for this 
particular activity ? 

Mr. Srranp. That stands as it is. 


CONSTRUCTION PROGRAM 


Senator Corpon. What can you give us, Mr. McConnell, with respect 
to your construction program? You have a total of $1,250,000 in this 
budget which was a reduction from the former budget, and, I believe, 
all of the reduction was in the field of construction; was it not ? 

Mr. McConnetx. That is correct. 

Senator Corpon. Although you have made some reduction in 
personnel ? 

Mr. McConnett. That is correct. 

Senator Corvon. What sort of construction do you plan? T notice 
you have 3-bedroom type family quarters at a cost of $15,000 apiece, 
for 6of them. What are they constructed of ? 

Mr. McConnetu. We plan to construct most of our buildings from 
concrete block, made of cement and coral sand, which latter is avail- 
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able in the territory. We believe that is the most substantial construc 
tion that we can afford, and that it will be typhoonproof, generally 
speaking moistureproof, and termiteproof and reduce our mainte 

costs tremendously. 


rRANSIENT HOTEL 


Senator Corpon. You have a request for a transient hotel at $32,000 
at Ponape. What would that be, and why do you need it? Do we have 
hotels at any other places, for instance ¢ 

Mr. Mc¢ ‘ONNELL. Of course, it 1s hard to call it a hotel at any sucl 
firure as that. It might better be called a lodge, perhaps. It is the 
point where our personne] traveling through the territory can spend 
the night or a week, if need be. Our planes and ships come through 
with some degree of regularity. It is necessary, for the sake of econ 
omy, that we have certain people who travel throughout the whole 
district with specific programs under their control in order to avoid 
the necessity of having a man in each district to take care of such pro 
grams. So we have a considerable amount of interdistrict travel 
among our own people. 


POWER PLANT 


Senator Corpon. What is the nature of the power plant that you 
put in? Is that a diesel type plant ? 

Mr. McConnetu. Yes, sir; low speed diesel type plant. 

Senator Corpvon. What do you mean by POL storage ¢ 

Mr. McConneti. That is a Navy term, petroleum, oil, and lubri 
eants. One of our problems is that matter of storage of petroleum 
products. At the moment we are using tank vessels called YOGN’s 
They are going to pieces rapidly. It is expensive for us in our 
unloading of the fuel and expensive in the storage, too. We hope 
we will be able to salvage some tanks that were left from forme: 
Japanese installations and purchase other tanks wherever we can find 
them closest to the territory and erect them on land. 

Senator Corpvon. Do you have anything further, Mr. Strand. 1 
think the matter is fairly presented. 

Mr. Strano. No, sir; I have nothing further. 

Mr. Mipxirr. Two or three other items have not been covered, sir. 

Senator Corpon. All right, sir. 

Mr. Mipxirr. With regard to the construction, we want that to be 
typhoonproof. ‘That is the reason we are using this permanent type 
of construction. There are molds out there. It is a humid climate. 
Those molds attack wood and other things. We wish to make a pet 
manent construction to reduce maintenance. 


FURTHER DISCUSSION OF PROPOSED ORGANIC AC’ 


I have something that the Senators might find a little interesting 
I am speaking of these translations that were used in presenting the 
idea of the organic act to the people out there. They are translations 
in Marshallese and other languages. The people can read this, that 
is, many of them can, as it is in their language. The ones who can 
read can explain it to the others. That was an attempt to get them 
to understand something about the proposed organic act. I believe 
Admiral Radford stated there were 96 inhabited islands. There are 
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96 inhabited atoll groups and large islands. I don’t know exactly 
how many separate islands are inhabited. Truk, for instance, is 
listed under just one name, “Truk,” but there are many volcanic 
islands within the great lagoon of Truk, and many of the islands on 
the coral rim are populated, so possibly the wrong impression was 
created there, unintentionally, 

As to the reference to wards of Uncle Sam, that is exactly my main 
drive, to prevent that ever occ irring. We have a budget, possibly, of 
$91 million for Indian Affairs, but there is no reason why, outside of 
the requirements of security and this general supervision, that the 
admiral is talking about and the rest of us talked about, why these 
people cannot become able to bear increasingly large shares of the 
cost of government, and why they cannot, if we assist : them to operate 
these economic ventures, be independent and self-respecting people. 
That is what we are shooting at. We wish to avoid their ever becom- 
ing wards. 

Senator Cornon. Even our reduced budget is just half per capita 
of what it was, I believe. 

Senator Munpr. Do we have in the record, Mr. Chairman, the total 
population ? 

Senator Cornon. Yes. We have a pretty fair record on the matter 
in that regard. 

Mr. Mipxtrr. I certainly thank you, sir. 

Senator Corvon. We appreciate very much, gentlemen, your com- 
ing. The whole matter, of course, wi!l be before the subcommittee 
and before the full committee. Thank you. 

Senator Corpon. The justifications for the amendments to the bill 


requested for the following will be made a part of the record: En- 
forcement of the Connally Hot Oil Act; Fishery Research ; Operation 
and Maintenance, Southeastern Power Administration: and the Com- 
mission of Fine Arts. 

(The material referred to follows:) 


OFFICE OF THE SECRETARY 
ENFORCEMENT OF THE CONNALLY Hot Or Aor 
(Revised estimate, $175,000; act, $187,000) 
(House hearings, pt. I, pp. 30-40) 

(P. 2, line 5) 


(1) Page 2, line 5, insert after comma the following: “including purchase of 
not to exceed two passenger motor vehicles for replacement only,”. 

(2) Page 2, line 5, strike out “$150,000” and insert in lieu thereof “$175,000,” 
the revised estimate, or an increase of $25,000 in the appropriation. 


HOUSE REPORT 


“An appropriation of $150,000 is recommended. This is $37,000 below the 
amount available in 1953, but will permit continuation of the enforcement pro- 
gram at an efficient level. 

“The Department of Interior now has a total of 6,694 automobiles and 64 air- 
craft. The committee is convinced that this is a large enough fleet of automo- 
biles and aircraft to serve the programs of the Department. In fact, it is con- 
vinced that this is more than enough automobiles and aircraft and that many 
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of those which were proposed in the bill for replacement can be disposed of 
without appreciably affecting accomplishment of the programs of the Department. 
Consequently, the committee has denied all requests for new and replacement 
passenger motor vehicles and aircraft, with the exception of one replacement 
aircraft for the Bureau of Land Manayement to be used in Alaska. The esti- 
mated savings throughout the bill because of this action is $1,400,000. Curtail- 
ment of some of the programs which will be necessary because cf the actions 
taken on the 1954 appropriations bill sould make it possible to divert some of 
the automobiles to programs wherein replacements and additional vehicles might 
he needed. With this in mind, the committee has put language inro the gereral 
provisions of the bill which permit the Secretary to transfer vehicles between 
agencies of the Department without transfer of funds.” 


JUSTIFICATION 


Explanation of amendment (1).—The amendment provides for the replacement 
of two passenger motor vehicles which will be urgently needed if the amount 
requested to be restored is allowed. The automobiles to be replaced are two 
1949 Ford 4-door passenger cars and both have been driven in excess of 60,000 
miles. 

Explanation of amendment (2).—The amendment restores $25,000 the reduc- 
tion made by the House in the revised estimate. This amount is for the following 
activity : 

Enforcement of the Connally Hot Oil Act 


Appropriated 1953 ' : , $187, 000 
Revised estimate, 1954 ae 175, 000 
House bill, 1954 ___- 7: = _... 150, 000 
Restoration requested__- ' 7 —_s “dl i siemens 25, 000 


A breakdown of the restoration request by objects of expenditure follows: 





(01) Personal services $23, 000 
(09) Equipment 2, 000 
Total — 25, 000 

If there should be a reduction of $25,000 from the revised estimate for Connally 


Act enforcement during fiscal vear 1954, it will be necessary to reduce personnel 
obligations by $23,000 and other obligations by $2,000. If there should be any 
delay, beyond the beginning of the fiscal year, in effecting such reductions, it 
will be necessary to make additional cuts to compensate for the costs added by the 
delay. Such a reduction will curtail seriously the field examinations of the in 
vesitgative staff, reduce sharply the number of cases which can be initiated and 
processed and will drop the effectiveness of Connally Act enforcement from its 
present high level of efficiency. 

The procedure involved in establishing priorities for reductions in force will 
cause the principal burden of separations to fall on the field force of examiners, or 
investigators. It will be necessary to separate 4 of the 12 persons who would be 
available for this work. This is a loss of more than 83 percent in the field staff 
which uncovers the violations and conducts the investigations which lead to 
prosecutions under the act. 

Virtually all of these employees are veterans and have earned performance 
ratings of “satisfactory” so the priority for dismissals necessarily will be based 
on length of service. This will mean that the more recently employed examiners 
attached to the suboffices in Lafayette, La., Houston, Tex., and Midland, Tex., will 
be those marked first for dismissal. Their dismissal will practically denude 
these suboffices of a field investigative staff and make virtually impossible any 
extended enforcement of the Connally Act in any area outside of east Texas 

The Lafayette, La,, office, covering Louisiana, Mississippi, and Alabama, with a 
staff of 8 examiners and 1 clerk-stenographer will be reduced to 1 examiner and 
the clerk-stenographer. The Houston, Tex., office, covering south and southwest 
Texas, will have a staff of two examiners and a clerk-stenagrapher. The Mid- 
land, Tex., office covering west Texas and New Mexico, an area which produces 
one-fifth of the Nation’s oil, is in charge of an alternate member of the Federal 
Petroleum Board and has a staff of 2 examiners, 1 attorney-investigator, and a 
clerk-stenographer. This staff will be reduced to 1 examiner and 1 clerk-sten 
ographer. On account of the seniority achieved by the older employees at Kil- 
gore, Tex., there will be only minor adjustments in that office 
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With the staffs in the three suboffices so reduced, virtually all of the designated 
area outside of east Texas will remain unchecked. In a few instances, it may 
prove possible to assign one of the examiners from east Texas to assist in the 
other areas for a limited time, but this will be at a greater cost and decreased 
efficiency, as violations are detected only by the routine day-to-day examinations 
in the oilfields. 












It is felt that the minimum appropriation with which the Connally Act can 
be enforced with even a minimum degree of efficiency is $175,000 per annum, the 


sum recommended by the Bureau of the Budget in the revised presentation for 
1954. 


OPERATION AND MAINTENANCE, SOUTHEASTERN PowrER ADMINISTRATION 







(Revised estimate, $1,575,000; act, $760,000) 





(House hearings, pt. 1, pp. 380-360) 









(P. 2, line 12) 
















Page 2, line 12, strike out “$1,060,000” and insert in lieu thereof “$1,110,000 
increase of $50,000 in the appropriation 





HOUSE REPORT 





“Operation and maintenance, Southeastern Power Administration: An appro 
priation of $1,740,000 was requested for this function. The committee has 
allowed $1,060,000, a reduction of $680,000. Of the amount allowed $819,000 is 
for the purchase of energy and the payment of wheeling charges which will be 
required under the recently executed contract with the Virginia Electric Power 
Co. Of the remaining amount, $70,000 is for the operation and maintenance of 
the administration's power facilities, $100,000 is for the marketing of power, 
ind $71,000 is for general administration. 

“The amount allowed for the Virginia Electric Power Co. contract was attested 
to as necessary by both the Department witnesses and representatives of the 
power company who appeared before the committee. The amounts allowed for 
the other items should permit a continuation of operations at approximately the 
1953 level.” 











JUSTIFICATION 

















The amendment restores $50,000 of the $515,000 reduction made by the House 
in the revised budget estimate for this appropriation. This amount is distributed 


to activities as follows: 






Activity appre 


| 

| 
pri- | 
ate 1953 | 








1intenance $51, 200 $75, 000 $70, 000 
Pe 113, 500 150, 000 100, 00 $30, OOO 
Pu er and rental of fa ties 495, O00 1, 250, 000 819, 000 

4. { l tratior 100, 300 100, OOF 71. 00 ”). OOO 








760, 000 1, 575, 000 1, 060, 000 50, 000 












A, breakdown of the restoration request 





by objects of expenditure follows: 












Qi Personal services $31, 600 
O02 Travel 5, 000 
03 Transportation of things 1, 000 
04 Communication services 3, 000 
O05 Rents and utility services 2, 000 
06 Printing and reproduction 400 
OT Other contractual service: 4, 500 
OS Supplies and materials i viel 1, 500 


09 Equipment —- g ‘ pate 1, 000 





50, 000 





Total 
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2. Power marketing.—Restoration of $30,000 requested will allow for mainte- 
nance of this activity at approximately the current level. Contracts must be 
negotiated and serviced with private utilities and preferred customers on a basis 
which will insure maximum utilization of power generated at dams constructed 
by the Corps of Engineers in this area. Asa basis for contractual arrangements 
it is necessary that a technical staff be available for the development of basic 
data with respect to repayment of Federal investment, allocation of cost, powe! 
rates, and power utilization and loads 

}. General administration.—Restoration of $20,000 to this activity would make 
available $91,000 in fiscal year 1954 as compared to $100,500 available in the 
current fiscal year. This will provide for a basic staff engaged in program dire« 
tion and execution and includes legal, financial, and administrative services 
necessary to execution of the responsibility of the Secretary to market power in 
the area 


FISHERY RESEARCH 
Mstimate $260,000 ; 
(House hearings, pt. 1, pp. 63-67, pt. 2, pp. 902-903 ) 
(P. 3, after line 5 
the following 
FISHERY RESEARCH 


“For expenses necessary to conduct biological and engineering research t 
determine the most satisfactory means of providing for the passage of migratory 
fish over dams, including the conduct of research in cooperation with State 

gencies; and the purchase of two passenger motor vehicles ; $260,000.” 


HOUSE REPORT 


In the House report no statement is made concerning the committee’s action 
on this appropriation 


TUSTIFICATION 


The amendment restores the revised estimate for fishery research which was 
eliminated by the House. This amount is for the fol ng activity 


Research on fish and fisheri 
Appropr ated, 1953 
Revised estimate, 1954 $260, 000 
House bill, 1954 
Restoration requested 260, 000 


A breakdown of the restoration request by objects of expenditure follows: 


01 Personal services $84. 108 
02 Travel 8, SOT 
O38 Transportation of things , 000 
04 Communication services 000 
05 Rents and utility services 3, 000 
06 Printing and reproduction 5, 000 
OT Other contractual services 50, 000 
OS Supplies and materials , 000 
O98 Equipment 3, 000 


Total 260, 000 


This is a new appropriation item and would authorize a research program in 
the Northwest for devising ways and means of facilitating the upstream migra 
tion of fish where dams have been constructed, or are proposed for construction, 
and to facilitate the downstream migration of fingerling fish. The Government 
is making a heavy investment in facilities being constructed to get the fish up 
over the dams and it is believed that by means of the research proposed ways 
and means can be found of reducing the cost of these facilities and of assuring 
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successful upstream as well as downstream migration. This research is als 
essential to enable the Department to discharge its responsibility under the 
Federal Water Power Act of prescribing fishways to be incorporated in licenses 
issued by the Federal Power Commission for the construction of dams by private 
interests. The approach to this problem will be undertaken by both engineering 
and biological studies, It is planned that scale models will be constructed of 
various devices where the reactions of live fish can be tested. There is some 
evidence thit entirely new approaches on fishway design may be successful, 
but until pilot models are constructed and tested, there is no definite proof of 
success or failure. 


COMMISSION OF FINE ARTS 
SALARIES AND EXPENSES, COMMISSION OF FINE Arts 
(Revised estimate, $26,400; act $21,200) 
(House hearings, pt. 1, pp. T7-81) 
(P. 3, line 14) 


Page 3, line 14 strike out “$20,000” and insert in lieu thereof “$26,400”, the 
revised estimate, or an increase of $6,400 in the appropriation. 


HOUSE REPORT 


The committee has allowed $20,000 for this item which is a reduction of 
$6,400 below the revised estimate and $1,200 below the 1953 appropriation 


JUSTIFICATION 


The amendment restores $6,400, the reduction made by the House in the 
revised estimate. The amount is for the following activity : 


Comuirission of Fine Arts 


Appropriated, 1953__ bamidke F . ies a . $21, 200 
Revised estimated, 1954 _...______~_- ee ta ; . 26,400 
House bill, 1954 Ts ‘ 20, 000 


Restoration requested_____-~- . : = . wininnan 6, 400 
A breakdown of the restoration request by objects of expenditure follows: 

01 Personal services. catlay calkiblahdininvands eikadiakiagtttdadtnabt dais: Sa 

06 Printing and reproduction... —- Deacinhintcen talk diatinitecamemdliaie as i 100 

ee cn nse cipestideminsiniaitebindion een akioamsiiion 100 

Piao INE, CIN ce eae a a ol nlc ohn cat 100 


The reduction that has been made of $6,400, in the appropriation of the Com- 
mission of Fine Arts for the fiscal year 1954, by the House of Representatives, 
from $26,400 to $20,000, creates a serious situation, 

It prevents the employment of two additional persons that are urgently needed 
in addition to the two now employed and requires a decrease in miscellaneous 
expenses, 

By Public Law 808, approved September 22, 1950, pertaining to the restoration 
of Old Georgetown, much extra work has been placed on the Commission; over 
600 cases have been submitted by the Commissioners of the District of Columbia 
to the Commission of Fine Arts. 

After 40 years (the Commission of Fine Arts was established by act of 
Congress, May 17, 1910) the Commission has become a valuable institution of the 
Government. During those years the Government has had the services of fully 
60 “well-qualified judges of the fine arts,” leaders in their respective professions 
architects, landscape architects, sculptors, and painters: The cost to the Govern 
ment annually is very small. 


Senator Corpon. There was transmitted to the chairman of the com- 
mittee two supplemental requests by the Secretary of the Interior on 
May 26: One deals with the construction program of the Bonneville 
Power Administration; the other with the rehabilitation of the Craig 
Brook fish hatchery in Maine. The justifications and statements on 
these requests will be inserted in the record. 
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(The material referred to follows :) 


BONNEVILLE POWER ADMINISTRATION 
CONSTRUCTION, BONNEVILLE POWER ADMINISTRATION 
(Revised estimate, $47,200,000; act, $66,523,400) 
(House hearings, not considered by House) 


Page 3, line 19, strike out “$38,300,000” and insert in lieu thereof “$39,300,000, 
an increase of $1 million in the appropriation. 


HOUSE REPOR! 


The supplemental request of $1 million was not considered by the House 


JUSTIFICATION 


The supplemental estimate would provide $1 million for construction of trans 
mission facilities to serve a new aluminum reduction plant being constructe 
in the vicinity of The Dalles, Oreg. This amount is distributed to activities as 
follows: 


a) Construction in progress 
b) New construction 
(c) General plant 


Total 


A breakdown of the supplemental request by objects of expenditure follows 


Transportation of things__ ; waka a $10, 000 
Communication services___ ; : d : 2, VOO 
Other contractual services SS : 11, 0OO 
Supplies and materials aoe ; 175, OOO 
Equipment __-- as oe 497, 0OO 
Lands and structures___ 305, 000 


Total _- , 1, 000, 000 


The Office of Defense Mobilization has recently certified as necessary for 
the national defense an aluminum reduction plant in the vicinity of The Dalles, 
Oreg. The Harvey Machine Co. plans to construct a plant with two potlines of 
60,000 kilowatts each, one potline to be placed in operation in May 1955 and the 
second a few months later. Total power requirements will be 120,000 kilowatts 
The Administration has signed a contract with the Harvey Machine Co. for 
the supply of this amount of power. 

Service to the plant will require the Administration to construct a substation 
at the plant site with two 75,000-kilovolt-amperes, 115-13.8-kilovolt transformers 
and two 115-kilovolt transmission lines connecting this substation to the Ad- 
ministration’s Big Eddy Substation, a distance of approximately 10 miles. One 
of these lines will be required for operation of the first potline scheduled fo: 
May 1955. The second line must be energized soon after the second potline 
is placed in operation. 

To provide service to the aluminum plant in accordance with the above plans 
additional construction program funds in the amount of $1 million are needed 
in fiscal year 1954 for design and survey work and award of contracts fo 
materials, equipment and start of construction. The total cost of supplying 
this service to the Harvey Machine Co. is $3,687,000 and therefore $2,687,000 
will be required to complete the facility. 
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STATEMENT ON Fiscat YEAR 1954 BupGet AMENDMENT FOR SERVICE TO HARvey 
MACHINE Co. ALUMINUM REDUCTION PLAN‘ 


Defense authorities on October 1, 1952, announced a goal of a 200,000-ton 
a-year increase in domestic primary aluminum capacity to be allotted to new 
producers. The Olin, Wheland, and Harvey Cos., were each issued certificates 
of necessity by the Office of Defense Mobilization. The National Productioyg 
Authority, by letter of December 24, 1952, to the Harvey Machine Co. of Cali 
fornia, certified as necessary for the national defense a 54,000-ton aluminum 
reduction plant near The Dalles, Oreg. News reports indicate that Olin and 
Wheland have withdrawn from this program, leaving only Harvey's 54,000-ton 
plant remaining in the third round of aluminum expansion for defense. 

On December 23, 1952, the Office of Defense Mobilization requested by letter 
to the Secretary of the Interior that the Bonneville Power Administration re- 
serve a block of power for production of aluminum at a new reduction plant 
to be constructed at The Dalles, Oreg. The Administration on January 26, 1953, 
signed a nontransferrable 20-year contract with the Harvey Machine Co. for 
delivery of 40,000 kilowatts of firm power and 80,000 kilowatts of interruptible 
power to serve the certified aluminum plant. The contract calls for service 
to a 60,000-kilowatt potline to be placed in operation by May 1955 and a second 
60,000-kilowatt potline to be placed in service as rapidly as it can be accomplish 
ed within the next 12-month period. The Harvey Co. has by letter of May 4, 
1953, notified the Administration that it is proceeding with construction A 
building permit has been issued at The Dalles, Oreg., for start of construction 
in June 1953 

Through 1957, under the terms of the contract, the 40,000 kilowatts of firm 
power will only be available under water conditions such that sufficient power 
is available to the region without more than normal use of steam-generated 
energy. Therefore, this industrial load, in the event of critical water condi 
tions, will not place any burden of steam costs on rural and domestic customers 
of the utilities in the region Steam-generated energy will be available under 
critical water conditions and could be purchased by the aluminum plant in order 
to maintain production 

As requested in the 1954 fiscal year amendment, initial service to the Harvey 
plant to serve the first 60,000-kilowatt potline includes a 10-mile, 115-kilovolt 
line between the Big Eddy station and the reduction plant via the Dalles sub 
station, with a 75,000-kilovolt-ampere, 115/13.8-kilovolt stepdown substation at 
the aluminum plant. The facilities as proposed in this amendment relate to 
the 150,000-kilovolt-ampere, 280/115-kilovolt autotransformer to be installed at 
the Administration’s Big Eddy substation, which is proposed as part of the 
Dalles area service (budget item 116) in the fiscal year 1954 construction pro- 
gram. This autotransformer will provide initial service to the aluminum plant 
from the existing major grid prior to initial generation at the Dalles Dam, 
cheduled for 1957. In addition, it will provide the most economical plan for 
service to the aluminum plant and also to the other loads in the area. The 
second step in serving the second 60,000-kilowatt potline at Harvey will require 
1 second 115-kilovelt line and 75,000-kilovolt-ampere transformer, which would 
be programed in the 1955 fiscal year budget. 

In order to meet an initial May 1955 energization date, a 75,000-kilovolt 
ampere, 115/13.8-kilovolt transformer bank must be placed on order without 
delay since 15 to 24 months are required for delivery of such a transformer 
bank Also to be ordered immediately are 115-kilovolt oil circuit breakers, 
115-kilovelt switches, 115-kilovolt metering equipment, all of which require from 
1 to 2 years for delivery. Line materials require 15 months for steel, 8 to 18 
months for conductor and poles, 8 to 12 months for hardware, crossarms, and 
miscellaneous items, all of which need to be ordered immediately. The esti 
mated total of 1954 funds required for equipment is $497,000 and for materials 
is $175,000; 1954 funds for right-of-way, site procurement, grading, speedup 
of work, and other services cover the remaining $328,000 needed to get these 
facilities under way to insure a May 1955 energization date at the aluminum 
plant 

Copies of the letters referred to in this statement documenting the certification 
of the Harvey Machine Co. aluminum reduction plant are included for the 


re ord 
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DPA-502,. HARVEY ALUMINUM CERTIFICATE OF NECESSITY 


A certificate of necessity for rapid-tax amortization has been issued to the 
Harvey Machine Co., Inc., of California, of Torrance, Calif., for reduction 
familities to produce 54,000 short tons of primary aluminum annually, the 
Defense Production Administration announced today 

This brings to 164,000 short tons the amount of new primary aluminum 
capacity yearly under the 200,000-ton expansion goal which was announced 
on October 1, 1952, leaving a balance of 3ti,000 short tons still to be filled. 

Thus the Harvey Machine Co. becomes the second participant in the recently 
announced third round of expansion in tie primary aluminum industry I t 
month DPA issued two certificates of necessity to Olin Industries, Inc., of Rast 
Alton, Ill, for facilities to produce annually 110,000 short tons of primary 
aluminum together with fabricating facilities 

The first and second rounds of post-Korea expansion brought the domesti« 
capacity goal to 1,546,000 short tons of primary aluminum by January 1, 1955 
The third round came on October 1, 1952, when DPA announced the goal had 
been revised to call for an increase in capacity of 200,000 short tons per year 
The latest revision will raise domestic capacity to a total of 1,746,000 short 
tons. In 1950, domestic capacity was 719,000 short tons 

Including imports from Canada and from other sour¢ i estimated 
that the total annual aluminum supply available to the lited States will 
reach 2,375,000 short tons by January 1, 1955, as compared with 1,206,700 short 
tons in 1950. 

The certificate issued to Harvey Machine Co. covers facilities with an esti- 
mated cost of approximately $65,250,000, with S5 percent allowed for accel- 
erated tax amortization The entire pro t will be financed with private 
capital. 

The certificate to Harvey also includes an alumina plant as well as bauxite 
facilities, with construction to start within a period of 3 years from the date 
of commencement of construction of the reduction plant 

Location of the Harvey facilities is stated to be The Dalles, Oreg., with power 
to be supplied by the Bonneville Power Administration Arrangements will be 
made with the Bonneville ower Administration to furn he Harvey Machine 
Co. with power as follows: 

1. 40,000 kilowatts of firm power to be available con y Ju , 1954, 

<. 20,000 kilowatts to be available as junior firm power This is power which 
Will not be cut off until all interruptible power has been ec ff. However, if 
and when firm power cuts must be imposed, junior ‘ will be the first 
block to be disconnected. 

3. 60,000 kilowatts of interruptible power. 

DPA said the Harvey reduction plant is not expected to commence operations 
until later 1954, by which time additional power facilities will be available in 
the Northwest. Still more power facilities will come in during 1955 and 1956, 
so that by 1957, it is expected there will be sufficient power available in the 
Northwest to meet all demands in that area. 

This will mean that some of the interruptible powerload, utilized for the most 
part of aluminum producers in the Northwest, can be firmed up by 1957 to the 
extent desired. 


HARVEY MACHINE CoO., INC., 
May 4, 1953 
Mr. Paut A, RAVER, 
Administrator, Bonneville Power Administration, 
Washington, D.C. 
Re Contract No. 14—03-001-9938. 

DeAR Sik: With further reference to the above-mentioned contract, this is to 
advise that we are proceeding with the construction of the aluminum plant at 
The Dalles, Oreg. 

We would appreciate your taking the necessary steps to make appropriate 
arrangements to install those facilities necessary to supply power to this plant 
as we expect to start operation of this aluminum facility within the time 
provided for in the above-mentioned contract, 

Yours very truly, 
Leo M. Harvey, President. 
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DEFENSE PRODUCTION ADMINISTRATION, 
OFFICE OF ADMINISTRATOR, 
Washington 25, D. C., December 24, 1952. 
HARVEY MACHINE Co. oF CALIFORNIA, 
Torrance, Calif. 

(Attention Mr. Leo Harvey, President) 

Dear Str: Pursuant to our numerous conversations concerning the proposal of 
the Harvey Machine Co. of California to construct an aluminum-reduction plant 
and eventually an alumina plant and a bauxite-mining enterprise, I desire to 
confirm the position of this Administration at this time. 

I have advised you, and I know that you are aware of the policy heretofore 
expressed by us, that we hope that the presently establishec| new expansion goal 
of 200,000 tons can be accomplished without the use of Government advances, 
loans, or guaranties. You have advised me that you believe that the Harvey 
Machine Co. of California can successfully arrange at this time for the necessary 
private financing to complete your aluminum-reduction facility, estimated to 
cost $82 million, provided there is issued to it a necessity certificate allowing an 
85 percent tax amortization deduction on the cost of that facility as well as the 
proposed future alumina plant and bauxite-mining development, and provided 
further that the Government will be prepared to enter into a supply contract 
calling for purchase by the Government, upon the request of Harvey Machine 
(Co. of California, of all of the output of the facility for a period of 5 years after 
its completion, as well as other terms as outlined herein. I have previously 
advised you that Harvey Machine Co.'s choice of location, The Dalles in 
Oregon, posed certain serious questions in view of the power situation in the 
Pacifie Northwest and that I would prefer to settle this matter as the final open 
question. 

In view of your assurances to me that Harvey Machine Co. of California can 
successfully arrange for the financing of the initial stage of this project with 
private funds without the necessity of applying to the Government for advances, 
loans, or guaranties, and can accomplish all other necessary steps including 
assured sources of supply of raw materials, I have decided: (1) to accede to 
the request of the Harvey Machine Co. of California for the issuance of a 
necessity certificate covering a reduction plant of approximately 54,000 tons 
annual capacity and an appropriate alumina and bauxite mining facility, and 
allowing accelerated amortization with respect to 85 percent of the costs thereof, 
(2) to aecept its choice of location at The Dalles, Oreg., and (3) to certify to 
the General Services Administration the type of supply contract outlined below 
provided the Harvey Machine Co. of California can by April 1, 1958, provide 
evidence satisfactory to me that it has arranged for the private financing of 
the project, and that it can accomplish all other necessary steps in connection 
with the project including assured sources of supply of raw materials. 

With respect to power arrangements, the Director of the Office of Defense 
Mobilization is requesting the Secretary of the Interior to have the Bonneville 
Power Administration give the Harvey Machine Co. of California an option end- 
ing April 1, 1958, for power as follows: 

(1) 40,000 kilowatts of firm power to be available commencing July 1, 

1954. 

(2) 20,000 kilowatts to be available as “junior” firm power. By junior 
we mean that this power will not be cut off until all interruptible power 
has been cut off but that if and when firm power cuts must be imposed, the 
junior firm will be the first block of firm power to be disconnected. 

(3) 60,000 kilowatts of interruptible power. 

The blocks of power outlined above shall be made available on terms and con 
ditions to be established by the Bonneville Power Administration. 

At such time as the Harvey Machine Co. of California can give definite evi 
dence satisfactory to me that financing for the reduction plant of approximately 
$32 million has been arranged for and awaits only formal action or ratification 
and that it can accomplish all other necessary steps including assured sources 
of supply of raw materials, we will request the General Services Administration 
to enter into a supply contract with it which will contain the provisions with 
which you are, I understand, familiar. However, the contract, unlike the present 
aluminum expansion contracts, will embody a new clause which is designed to 
afford protection to the Harvey Machine Co. of California in the event that 
its profits shall decline below 2 cents a pound under certain conditions while 
price ceilings are maintained by the Government on aluminum pig and ingot. 
I have heretofore handed you a tentative draft of that clause, which I under- 
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ait. 


stand is in principle acceptable to you. Also, the proposed contract will not 
contain a provision automatically committing the Government to guarantee any 
private loans that Harvey Machine Co. of California may obtain. Such a con 
tract, however, will commit Harvey Machine Co. of California to give to the 
Government an option at the going market price as will be defined in the contract 
on all the output of the plant for the period of 5 years after completion and will 
require it, to the extent that the Government does not take up its option, to offer 
to non-integrated users of aluminum two-thirds of the output of the plant dur 
ing the life of the contract, and 25 percent for 15 years thereafter. 

My undertakings as expressed in this letter to certify to the General Services 
Administration the supply contract heretofore described will be valid until 
April 1, 1953 or until such earlier time as you shall advise me that Harvey Ma 
chine Co. is unable to arrange for the financing required. You will understand, 


lum sure, that this matter cannot be left without limit as to time You will like 
wise understand that the commitments made herein are made to the Harvey 
Machine Co. of California only and that neither the commitments nor the con 


tractual arrangements which might accrue therefrom are to be assigned, trans 
ferred or made otherwise applicable to any other firm or individual. 

The tax-amortization certification will cover not only the smelting plant which 
Harvey Machine Co. contemplates building first, but also an alumina plant and 
possibly a bauxite-mining project which it may wish to build, by means of sub 
sequent financing. We would not, however, wish to have the Government con 
mitted to provide 85 percent amortization privileges with respect to the alumina 
plant and bauxite-mining facilities unless they could be financed and started 
within a period of 3 years from the commencement of construction of the alumi 
num reduction plant. The necessity certificate, therefore, will have a 3-year 
time limitation for commencing construction of the alumina and bauxite mining 
facilities, 

It is understood that the arrangements herein contemplated do not relate 
uny way to the previous arrungements between the Government and your col 
pany for aluminum production at or near Kalispell, Mont., which were made 
under one of the earlier expansion programs. 

It has heen my purpose in our discussions and in this letter to afford to Harvey 
Machine Co. of California every reasonable assistance in bringing its aluminum 
project into being, and I stand ready to give any further help which I may 
properly render. 

Sincerely yours, 
SAMUEL W. ANDERSON 
Deputy Administrator for Aluminum 





DECEMBER 23, 1952 
The honorable the SECRETARY OF THE INTERIOR, 
Washington, D. C. 

Dear Mr. SECRETARY: This will acknowledge your letter of December 6 concern 
ing the availability of power in the Pacific Northwest for further aluminum 
production. 

As you know, the only applicant so far for an additional aluminum facility who 
desires to locate in the Pacific Northwest is the Harvey Machine Co. of California 
This company has proposed that, provided it can successfully finance the project, 
it be authorized to construct a 54,000-ton aluminum smelter at The Dalles in 
Oregon, It plans ultimately to add an appropriate sized alumina plant to service 
this facility. 

You have stated in your:letter that Bonneville Power Administration has 
reserved 40,000 kilowatts of firm power from the 120,000 set aside in 1954 for the 
development of new industry, plus interruptible power which will also be made 
available if a defense certification is made. 

I am sure you are aware of the fact that all 3 of the established producers of 
aluminum in the Pacific Northwest—Aleoa, Reynolds, and Kaiser—have for some 
time expressed the desire to receive firm power contracts in at least partial 
substitution for their existing interruptible contracts, which at present aggregate 
about 280,000 kilowatts and I am attaching hereto copies of letters which these 
companies have addressed to the Deputy Administrator for Aluminum in this 
connection. Furthermore, I understand Bonneville Power Administration and 
the Defense Electric Power Administration agree that the establishment of an 
additional aluminum facility in the Pacific Northwest serviced with firm power 
cannot fail to penalize production to some degree in existing aluminum facilities 
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during the water year 1954-55 and possibly during 1955-56 unless water conditions 
are median or better. These factors have been the cause of considerable difficulty 
in reaching a decision to certify a new producer in the Pacific Northwest. 

Nevertheless, in view of our desire as expressed by Mr. Anderson on several 
occasions, to facilitate the entrance into the aluminum business of new producers, 
we have decided to adopt a course we trust can be considered fair in the cireum- 
stances, taking into consideration the various interests, both private and national, 
which are involved in this case. We have gone over this difficult problem in detail 
with the Bonneville Power Administration and the Defense Electric Power Admin- 
istration. The course which we have adopted following our discussions with 
those agencies is designed primarily to meet the power situation during the water 
years 1954-55 and 1955-56, it being the expectation that sufficient power will be 
available in the Pacific Northwest area by the water year 1956-57 to meet the 
Harvey demand plus all other foreseeable demands. 

We are prepared to certify the Harvey Machine Co, of California for con- 
struction of a 54,000-ton aluminum smelter at The Dalles in Oregon and to issue 
the appropriate necessity certificate for rapid tax amortization provided the 
following power arrangements (which we understand Bonneville Power Adminis 
tration is prepared to offer) are made with Harvey: 

1. Subject, of course, to any limitations on power deliveries which may 
be imposed from time to time under the Defense Production Act of 1950 or 
similar future legislation, give to Harvey Machine Co. of California an 
option exercisable on or before April 1, 1953 on a block of 40,000 kilowatts 
of firm power out of the 120,000 kilowatts of firm power heretofore set aside 
for new defense industries. Bonneville Power Administration will establish 
the prices and terms for such power in the light of its other commitments 

2. Also give to Harvey an option exercisable on or before April 1, 1953, 
on a further block of 20,000 kilowatts of power, the terms and conditions 
to be established by Bonneville. This block of power shall be available as 
“junior” firm power. By “junior” we mean that this power will not be 
eut off until all interruptible power has been cut off but that if and when 
firm power cuts must be imposed, the “junior” firm will be the first block 
of firm power to be discontinued. 

8. Also give to Harvey an option exercisable on or before April 1, 1953, 

on a further block of 60,000 kilowatts of interruptible power, the terms and 
conditions to be established by Bonneville. 

It is our understanding that Bonneville Power Administration will see to it 
that the above arrangements with respect to Harvey are not upset by action of 
preferential customers of Bonneville. In short, we do not believe that preferen- 
tial customers should be allowed to buy power from Bonneville on the basis of 
their being preferential customers and to resell the power to prime aluminum 
producers. 






































































































































In our judgment, interruptible power under contract to prime aluminum pro 
ducers in the Pacific Northwest, including Harvey, should be at least partially 
firmed up as soon as power becomes available after the water year 1955-56 
subject, however, to the prior fulfillment of Bonneville’s existing commitments 
to the private utilities up to 500,000 kilowatts. We strongly urge that at least 
100,000 kilowatts should be so firmed up for prime aluminum producers to the 
extent the producers request such action at the time the power becomes available. 
This would definitely be in furtherance of the national interest and the defense 
effort. 

The suggestion made above with respect to firming up interruptible contracts 
of prime aluminum producers is not contingent upon suecessful arrangements 
for establishment of Harvey Machine Co.’s aluminum facility at The Dalles, but 
are necessary in the interest of national defense irrespective of the disposition 
if the Harvey project. Should the Harvey Machine Co. be unsuccessful in arrang- 
ing its financing or other factors required for construction of the project, we 
will advise you further as to the appropriate actions in the interest of the defense 
program with respect to the power applicable to that project. 

With respect to the suggestion contained in your letter that in the event of the 
recurrence of critical water conditions in any period before 1958 that the Govern- 
ment give consideration to absorbing through its stockpile purchase program the 
major part of the increased cost of any steam power which might be used to 
replace hydro power which might otherwise go to a new aluminum producer, 
I should like to say that as soon as production of aluminum reaches a point where 
its use can be largely decontrolled except for defense purposes and for directed 
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deliveries to stockpile, we do not anticipate continuing any subsidy on power 
costs for the aluminum producers, except in the case of the long-term contract 
with the Aluminm Co. of America, for the rehabilitation of plants at Massena 
and Badin. That contract expires in 1955. It is our policy to avoid to the 
maximum degree possible, and as soon as possible, the expenditure of Government 
funds in subsidizing aluminum production. It appears quite probable that the 
eapacity of the industry will permit the full servicing of the civilian economy, 
as well as the military requirements and a planned stockpile policy without sub- 
sidy, beginning certainly in 1954 and possibly somewhat earlier. Your suyg- 
gestion, therefore, is one which we would not at present contemplate as a policy 
for the future. 
Sincerely yours, 
Henry H. Fow ter, Director. 


FISH AND WILDLIFE SERVICE 
CONSTRUCTION 
(Revised estimate, $251,000: act, $673,800) 
(House hearings, pt. 1, pp. 
(P. 26, line 6) 


Page 26, line 6, strike out $435,600" and insert in lieu thereof “$251,000” 
revised estimate, or a decrease of $184,600 


HOUSE REPORT 


“An appropriation of $305,000 was requested. The committee recommends 
$435,600. While this is an increase of $130,600 above the budget estimate, it is 
decrease of $238,200 below the 1953 program. 

“Of the amount allowed, $130,600 is for the purpose of constructing a bridge 
across Indian Bay and for the St. Charles approach-roadway and ramps. This 
construction is to make possible the construction of road across the White River 
National Refuge to connect with roads of the Arkansas Highway system at the 
east and west edges of the national refuge. No part of the funds allowed for 
this construction are to be obligated unless and until the Arkansas State High 
way Department definitely contracts the roadway east of St. Charles to Indian 
say (including ramps to a ferry at the White River, grubbing, grading, minor 
structures, riprap, and 18-foot-wide concrete payment 7 inches thick) which 
construction is necessary to cross the wildlife refuge between the two points 
for which construction money is appropriated in this bill. Further, the con 
struction money provided herein is not to be obligated until the State Highway 
Department of Arkansas has contracted for the construction of a highway, to 
specifications of Highway No. 1, from the bridge across Indian Bay, for which 
funds are herein appropriated to the Phillips County Line to connect with High 
way No. 1. 

“The remaining $305,000 of the appropriation recommended is to be used for 
fish hatchery, fishery biology, and wildlife facilities construction as outlined in 
the justifications.” 

The amendment to the 1954 revised budget estimate to provide $146,000 to 
cover the cost of the emergency repairs and rehabilitation of extensive damage 
to the fish cultural station at Craig Brook, Maine, was not presented to the House 
Committee on Appropriations. 


JUSTIFICATION 


This amount is distributed to activities as follows: 


Appropri- | Revised es- | House bill, Reductior 


ated, 1953 ‘timate, 1954 954 requested 


Activity 


Fish facilities $378, 000 $221, 000 $275 $54, 000 
Wildlife facilities 295, 800 30. 000 6 130, 600 


Total 673, 800 251, 000 35 184, 601 
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The $200,000 for fish-hatchery construction and the $130,600 item for the 
purpose of constructing a bridge across Indian Bay and for the construction of 
a road across the White River National Wildlife Refuge in Arkansas, provided 
by the House bill, were not included in the revised budget for 1954. The De- 
partment recommends that the fish-hatchery construction program not be under- 
taken in 1954 and that no appropriation be made for the bridge and road until 
an engineering survey can be made and detailed cost estimates prepared. 

Heavy rains in March caused the retention dam at the fish-cultural station at 
Craig Brook, Maine, to be topped resulting in damage to the dam, the hatchery, 
fish and food storage buildings, roads, pipelines, grounds, and concrete raceways. 

This hatchery is the only hatchery being used to propagate the valuable and 
important Atlantic salmon. It was established in 1888 for the production of fry 
and small fingerling fish. A program designed to rehabilitate and improve the 
facilities of this hatchery to produce Atlantic salmon in the number and size 
required by the Atlantic salmon restoration project was submitted to Congress 
in the fiscal year 1952 and $75,000 was appropriated 

Repairs to existing facilities damaged by the flood require $132,500. Certain 
of these facilities requiring $81,000 of this amount for repairs would not he 
usable in the program to improve the hatchery. The construction of the im 
proved hatchery including the necessary emergency repairs to facilities required 
in any event will require $225,000. The amount of $166,000 is required for 
fiscal year 1954 of which $20,000 is available from a prior year appropriation 
The remaining amount of $59,000 will be required in fiscal year 1955 

It is not considered in the interest of economy to make a substantial invest- 
ment in obsolete facilities. By proceeding with the proposed program of $225, 
000 over a 2-year period, the $81,000 needed to complete the repairing or replacing 
of inadequate facilities would be invested in modern, adequate facilities. 


TABLE I.—Work to be accomplished in 1954 


Repairs to water supply lines, drainage, bridges, washouts, powerlines, 

roads, fish-food facilities, and existing raceways to permit limited 

station operation ‘ a ‘ “ $51,500 
First phase of construc tion to re replace fish- food building, equipment and 

storage buildings with combination hatchery, fish food, cold storage, 

dry feed storage, equipment storage, shop and office building___.___. 94,500 
Reconstruct concrete raceways, including water supply and drainage 

jp es a a c isidtitasniialin . ss 5 20, 000 


Subtotal___- ; 166, 000 
Less construction funds previously appropri: ite d whic ch are available 
for emergency repairs ars nbiebeih we . 20,000 


Panes Teamined: Tet 2066s + cnet dicsccn—nee i _.. 146, 000 


TABLE IT.—Funds required in 1955 to complete replacement of facilities damaged 
by the flood 


Complete hatchery building which will include the installation of re- 
frigeration equipment, dry-feed storage, fish tanks, fish troughs, shop 
and office room_- lice elaine siajoescgusainicien tetaaes OO 
Water supply intake structure. cis ededaite mies ail  adeinimataaeta ei 
Concrete raceways including water supply and “drainage sy stems_ intensities, =, AAO 


Total required for 1955____--- coe _. 59,000 


STATEMENT IN JUSTIFICATION OF THE SUPPLEMENTAL REQUEST FOR $146,000 For 
CoNSTRUCTION 


The Craig Brook, Maine, hatchery suffered extensive damage during the last 
week in March because heavy rains caused the Craig Pond retention dam to be 
topped, resulting in heavy damage to the dam, the hatchery, fish-food and storage 
buildings, roads, pipelines, grounds, and concrete raceways. A survey of the 
hatchery immediately following the flood indicates that $132,500 would be re- 
quired to replace or repair structures and installations damaged by the flood. 

The Craig Brook hatchery was selected as the Federal propagation unit to pro- 
vide stock for carrying out the recommendation of the salmon committee in the 
Atlantic salmon restoration project in cooperation with the Atlantic Sea Run 
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Salmon Commission and State conservation agencies, the University of Maine 
and others. This hatchery is the only hatchery being used to propagate the 
valuable and important Atlantic salmon It was established in 1888 for the 
production of fry and small fingerling fish. The rearing facilities are inadequate 
for the production of large numbers of Atlantic saimon that are needed for 
restoration of the species. The inadequate design and deteriorated condition of 
the rearing facilities will not permit the productior of Atlantic salmon in the 
number required for the restocking program. 

A program designed to rehabilitate and improve the facilities at this hatchery 
to produce Atlantic salmon in the number and size required by the Atlant 
mon restoration project was submitted to Congress in the fisc:l year 1952 and 
$75,000 was appropriated in that year for the installation of a water supply intake 
structure in Craig Pond, and a supply line from that point to the hatchery and 
raceways. The pipeline from the Craig Pond into the hatchery has been laid 
The water supply intake structure to be extended into Craig Pond has not been 
placed. Construction of the water supply intake structure and the laying of 
pipeline from the structure to the lake shore has been delayed because of the 
necessity of obtaining State approval. As a result, $20,000 of the $75,000 appro 
priated in the fiscal vear 1952 is unobligated and will be available for financing 
part of the cost of the emergency repairs necessary to permit limited operatior 
of the hatchery. 

Thirty-one thousand five hundred dollars in addition to the $20,000 current 


available will be ‘equired ‘or making ¢ mergency repairs necessary t pert 


} 1 


mited operation of the station Instead of requesting : additional $81,000 to 


complete the repairing or replacing of the inadequate fac es, which wou 
be usable in the rehabilitation program, $114,500 is requested to permit proce 
ng with rehabilitation and improvements to provide facilities needed to produce 
Atlantic salmon in the number and size requ red by the Atlantie salmon restora 
tion project 

The $31,500 requested for making emergency repairs and the $114,500 re 
quested to permit proceeding with the rehabilitation program account for the 
supplemental request for $146,000 for construction. Tables showing details with 
respect to the cost and the work to be accomplished in 1954 and showing funds 
required in 1955 to complete replacement of facilities damaged by the flood are 
shown in the justification submitted in explanation of the amendment. 


We will recess subject to the call of the Chair. 
(Whereupon, at 11:30 a. m., Wednesday, May 27, 19538, the hearing 
was recessed, to reconvene at the call of the Chair. ) 
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FRIDAY, MAY 29, 1953 


Unirep Sratres SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met, at 9 a. m., pursuant to recess, in room F-82, 
the Capitol, Hon. Guy Cordon (chairman of the subcommittee) 
presiding. 
Present: Senators Cordon, Young, and Hayden. 


DEPARTMENT OF THE INTERIOR 
SOUTHEASTERN Power ADMINISTRATION 


STATEMENTS OF HON. FRED AANDAHL, ASSISTANT SECRETARY ; 
CHARLES W. LEAVY, ADMINISTRATOR, SOUTHEASTERN POWER 
ADMINISTRATION; AND CURTIS H. BELL, ATTORNEY, SOUTH- 
EASTERN POWER ADMINISTRATION, DEPARTMENT OF THE 
INTERIOR 


CLARK HILL DAM TO GREENWOOD, 8. C., TRANSMISSION LINE 


Senator Corpon. The committee will come to order. 

The committee has this morning Assistant Secretary of the Interior 
Aandahl and representatives of the Southeastern Power Administra- 
tion to present to the committee suggestions with reference to some 
method for the disposition of the partially completed transmission 
line from Clark Hill Dam to Greenwood, S. C., the completion of 
which was enjoined by the Federal district court. 

Mr. Aandahl? 

Mr. Aanpanu. Mr. Chairman, we appreciate your courtesy in 
arranging this hearing for us on such short notice. 

On April 13 I had a conference in my office for the purpose of ex- 
ploring the possibilities of negotiating a settlement of the difficulties 
in the Greenwood area. At that conference we had Mr. Leavy, the 
Administrator of the Southeastern Power Administration, and sev- 
eral others from his office; representatives from the Greenwood 
County Electric Power Commission, the Roy Richards Construction 
Co., Duke Power Co., South Carolina Electric & Gas Co. Congress- 
man Dorn, of South Carolina, was also present and several members 
from the Department of Interior. 

At that meeting the Greenwood County Electric Power Commis- 
sion indicated a willingness and a desire to purchase the facilities that 
had been constructed for the transmission line in the Clark Hill 
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powerplant to Greenwood. However, there were many problems in 
the way of completing such a sale, and I asked Mr. Leavy to pursue 
the negotiations with Greenwood County and particularly to bring 
the Roy Richards Constraction Co. into consideration. That he has 
done and we have a definite proposal worked out that we would like 
to submit to your committee for consideration. 












REPORT ON NEGOTIATIONS 
I will ask Mr. Leavy to report on the negotiations ard on the pro 
posal that we have. 

Senator Corpon. Very well. 

Mr. Leavy ? 

Mr. Leavy. Mr. Chairman, I think first it might be well if we 
furnished the committee with copies of the proposed agreement. | 
might say that the copies which I have given you have been executed 
by Southeastern and by Roy Richards Construction Co. However, 
we have a telegram from the Greenwood Commission that yesterday 
morning the Commission met and unanimously agreed to this pro 
posal, and we will today have fully completed copies of the proposal 
and can furnish a copy for the record if the committee dais. 
















CONSTRUCTION COMPANY'S WORK-STOI PAGE CLAIMS 













We have been dealing for the past 2 months with Greenwood and 
the Roy Richards Co. in an attempt to resolve the problem. — 
ane ‘m has revolved principally around the construe fon company’s 

laim that it has sustained rather serious damages by reason of the 
work stoppage which occurred when the injunction was issued. The 
question has been to agree on some basis of settlement for the damages 
the company has sustained and to agree on the basis on which those 
damages will be paid. 















PAYMENT TO GOVERNMENT FOR PARTIALLY COMPLETED LINES 









The agreement which has been entered into contemplates that the 
Greenwood Commission will take over the partially completed line 
and will pay the Government the entire amount which the Govern- 
ment has actually expended on the line; that is covered in paragraph 

i of the agreement. Schedule C, which is attached to the agreement, 
dese ‘ribes the property and schedule A lists the expenditures by FPC 
account numbers which have been made by the Government on the 
line. These expenditures total $326,207.29. You will note that there 
is a deduction in that amount of $10,000 which is stated as being in 
partial consideration for relieving the Government of the cost of 
putting the line in operation. 

Senator Cornon. Where is that figure? 

Mr. Leavy. It is $10,000. It is in the first paragraph on page 1 of 
‘he memorandum of agreement. 
























AGREEMENT TO ASSUME GOVERNMENT UNLIQUIDATED OBLIGATIONS 













I might explain that a little more fully in a moment if I may go on 
through the agreement. In addition to the cash payment to the 
Government, the Commission also agrees to assume the unliquidated 
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obligations of the Government in connection with the line. Those 
obligations are listed on schedule B attached to the agreement and 
consists principally of obligations to landowners from whom right- 
of-way has been purchased and some items on material and labor 
contracts, the major amount being what is still due the Roy Richards 
Construction Co. on its contract if it is completed. 


EXPENSES OF CONDEMNATION ACTIONS 


The agreement also provides that the Commission will assume the 
expenses incident to the conduct of the trials in the two c onde smnation 
actions now pending in connection with the acquisition of right-of-way 
and provides further that the Commission will be responsible for the 
payment of any amounts by which the judgments in those actions may 
exceed the amount that has been deposited. 

Senator Corpor. Who deposited the amount ? 

Mr. Leavy. Those amounts were deposited by the Government from 
the 1953 appropriation when the suits were filed, when the declara 
tions of taking were filed in the two actions. 

Senator Corvon. How will the Government get its money back ? 


REIMBURSEMENT TO GOVERN MENT 


Mr. Leavy. The amounts which were deposited in those actions are 
included in the amounts of expenditures listed in schedule A for which 
the Commission will reimburse the Government. They do not appear 
as such in schedule A, since the schedule is by FPC account numbers, 
but the amounts deposited are included in FPC Account No. 340, which 
is land and land rights. 

The proposed agreement further provides in section 2 that the Com 
mission will contract with the Roy Richards Construction Co. for com 
pletion of the line. In effect the Commission will simply take ove 
the construction contract between the Government and Roy Richards 
Construction Co. The construction company will complete its con 
tract for Greenwood, and Greenwood will pay to the company the 
balance which would be due upon completion of the contract as wel! 
as an amount agreed upon as the damage which the construction com 
pany has sustained as a result of the work stoppage. 


RELEASE OF GOVERNMENT FROM CLAIMS 


The last paragraph of the agreement provides that the constru 
tion company will release the Government from all claims arising 
out of the contract. It covers claims which may be asserted in a 
court of law or by way of petitioning Congress for relief. It further 
provides that the construction company will release all parties in the 
injunction suit from claims for damage suffered on account of that 
suit. 

CONSTRUCTION COMPANY DAMAGE CLAIMS 


The construction company asserted certain claims for damages 
which aggregated $60,000 for the initial claim, and then a subsequent 
claim increased that amount to approximately $100,000. Under the 
arrangement which has been embodied in the memorandum of agree- 
ment, the construction company has agreed to take $45,000 in settle- 
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ment of its claims. Under paragraph 2 of the agreement, the Green 
wood Commission is obligated to pay $212,929.66, which represents 
the amount still due upon ‘the construction contract if it is ¢ ompleted 
plus the $45,000 which was agreed upon as payment to the Roy 
Richards Construction Co. for its additional costs arising from the 
work stoppage. . 

The Greenwood Commission is given a reduction of $10,000 in see- 
tion 1 in the amount which it pays the Government. This amount of 
$10,000 does to an extent represent a sharing by the Government in 
the settlement with the Roy Richards Construction Co. However, it 
also, as the agreement states, reflects that fact that if this transaction 
is carried through, the Government will have no further costs in con- 
nection with putting the line in operation. 

If, for example, the Government were to complete the line, there 
would be additional expenses incident to conduct of the condenimna- 
tion actions, there would be possible additional payments if the judg 
ments exceeded the amount deposited, there would be costs of inspec- 
tion and testing on the line, and there would be some further costs in 
connection with clearing title on portions of the right-of-way. 

Senator Corpon. Under the court’s decision the Government isn’t 
going to complete the line; that appears to be a complete answer. 


GOVERNMENT SHARE OF CONSTRUCTION COMPANY DAMAGES 


Mr. Leavy. That it represents a sharing by the Government of a 
portion of the Roy Richards Co, damages. 

Senator Corpon. You do not indicate in your statement here. 

Mr. Leavy. That the Government is relieved of some potential fur- 
ther expense by the Commission. 

Senator Corpon. I would like to understand clearly what it is re- 
lieved of. The Federal court relieved it from any ability to continue 
to do an illegal and unlawful act and just how it proceeded to energize 
a line it could not build is beyond my understanding. 

Mr. Leavy. I am referring to a cost that must be occasioned by 
someone in completing the line. 

Senator Corpon. That is not covered. 

Mr. Leavy. The Government is proposing to sell to the Commission 

partially completed line and the costs which go into the ultimate 
completion of the line should be considered in determining the amount 
which the Commission will pay. However, if the $10,000 amount is 
viewed without regard to those matters it would fairly represent what 
we believe is a one-third share of the portion of the Roy Richards 
claim which we think can be reasonably substantiated. 

Senator Corpon. The Chair wants it to be clearly understood in this 
record, the chairman’s position, that it would be the Government of 
the United States paying $10,000 for the privilege of ending some- 
thing that the court has already ended by decree. 

Is there anything further ? 

Mr. Leavy. Yes, sir. I would like to point out that irrespective of 
the views of the committee as to what the implications of the payment 
of the $10,000 are that the Government by this transaction will be re- 
lieved of all transmission expense in connection with service to Green- 
wood. If the line were owned and operated by the Government, the 
annual charges would be approximately $25,000 to $30,000 per year. 
If power were wheeled—— 
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; '- - 
Senator Corvon. Do you take the position as an obligation of the 


‘ e = } 
Government to deliver at less than cost electricity to anybody ¢ 


Mr. Leavy. No, sir. 


Senator Corpon. Then where would there be anything saved unde 


any circumstances if the Government agreed to pay them ¢ 


| 


Mr. Leavy. The rate at which power is being sold to Greenwood 
includes provision for tra ismission cost to Greenwood. li the Gov 


ernment delivers the power to Greenwood over its own facilities o1 
by wheeling agreement, the Government assumes those transmission 
costs. This transaction if consummated will mean that the Green 
wood Commission will assume all of the transmission costs on power 
sold to it which will represent a saving of from $20,000 to $50,000 
a year over a wheeling agreement. 

‘Senator Corpon. It is a shame that that matter could not have 
been looked into before we got into this. That would have been 
one way of saving the Government some real money. 


GOVERNMENT CONTRACT OBLIGATIONS 


Mr. Leavy. I migh say that if this arrangement is consummated, 
it will substantially repay to the Government its investment that 
has been made and will relieve it of the obligations it has incurred 
upon which expenditures have not been made. 

Senator Corvon. What obligations ¢ 

Mr. Leavy. Obligations under the construction contract. 

Senator Corpon. There are none, it is an illegal contract. What 
obligation can the Government have ? 

Mr. Leavy. It will mean that the commission will assume those 
obligations, whatever their status, and relieve any necessity of pur 
suing litigation further on the matter. It will also mean that the 
construction company’s claim against the Government, if it*has one, 
or against the petitioners in the injunction suit, if it has one there, 
will be settled. 

It will also mean that the Greenwood Commission will be enabled 
to receive power soon, which it very badly needs, from the Clark Hill 
project. 

Senator Corpon. Anything further? 


SUGGESTED LANGUAGE CHANGI 


Mr. Leavy. The only thing further is language which has been 
prepared. Would you like me to discuss this, Secretary Aandahl? 
This is for the use of the committee, to the extent that it wishes. 
if it desires to go along with this arrangment. The language simply 
authorizes and directs the disposition of the line in accordance with 
this agreement which has been discussed here. It provides that 
funds from the 1953 act will be available to pay the judgments and 
expenses in the pending condemnation cases but that those amounts 
will be repaid to the Government by the commission under the mem- 
orandum of agreement, and it further provides that the unexpended 
balance of the 1952 appropriation and the 1953 appropriation made 
for the Clark Hill-Greenwood line will be rescinded except to the 
extent required to complete the condemnation actions. 

Senator Corvon. I do not quite understand that last. 
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Mr. Leavy. It appears that there would be some difficulty if Green- 
wood takes over the line in attempting to substitute the commission 
as the party plaintiff in the pending condemnation actions, therefore, 
it appeared that mechanically it would be desirable that the Govern- 
ment complete the trial of those actions but that the Government 
would be reimbursed for the additional expense incurred in so acting. 

Senator Corpon. The memorandum of agreement and suggested 
language will be made a part of the record at this time. 

(The information referred to follows :) 


The Secretary of the Interior is authorized and directed to dispose of the 
Clark Hill-Greenwood line and substation, South Carolina, in accordance with 
the memorandum of agreement, entered into on May 27, 1953, by the South- 
eastern Power Administration, the Greenwood County Electric Power Commis- 
sion, and the Roy Richards Construction Co, 

The funds appropriated by the Interior Department Appropriation Act, 1953, 
shall be available to pay judgments and expenses in condemnation proceedings 
pending in connection with the construction of the line, but the Government 
shall be reimbursed pursuant to the memorandum of agreement. 

The unexpended balance of the appropriation made in the Interior Department 
Appropriation Act, 1952, under the heading “Construction, Southeastern Power 
Administration” and the unexpended balance of the appropriation made in the 
Interior Department Appropriation Act, 1953, under the same heading for the 
Clark Hill-Greenwood facility are hereby rescinded and shall be carried to the 
surplus fund and covered into the Treasury immediately upon the approval of 
this act, save as may be required for expenses and judgments in condemnation, 

At a call meeting of the Greenwood County Electric Power Commission held 
in the offices of the commission at Greenwood, 8. C., at 9 a. m., Thursday, May 28, 
1953, with all members present as follows: Mr. John B. Sloan, Mr. C. A. Young, 
Mr. W. A. Moore, Mr. B. L. Connelly, and Mr. Claude Metts. 

After a general discussion and after hearing Mr. G. P. Callison, attorney for 
the commission in the matter, the following resolution was unanimously adopted : 

Resolved, That the chairman of the Greenwood County Electric Power Com- 
mission is authorized, instructed, and empowered to execute a memorandum of 
agreement bearing date the 27th day of May 1953, by and between the United 
States of America, Department of the Interior, Greenwood County Electric Power 
Commission and Roy Richards Construction Co. A copy of said memorandum of 
agreement is hereto attached and marked “Exhibit A” and is adopted as a part 
of the within resolution. 

The signature of the chairman is to be attested by Jay M. Motsinger, secretary 
of the said commission, 


[SEAL] FREENWOOD CoUNTY ELEcTRIC PowER COMMISSION, 
JoHN B. SLOAN, Chairman. 
Attest: Jay M. Morstncer. 


I certify that the foregoing is a true and correct copy of a resolution unani- 
mously adopted at a special meeting of the Greenwood County Electric Power 
Commission held at its offices on May 28, 1953. 

[SEAL] Jay M. Morstncer, Secretary. 


Exuisit A 
MEMORANDUM OF AGREEMENT 


Memorandum of agreement, entered into this 27th day of May 1953, by and 
between the United States of America (hereinafter called the Government), 
Department of the Interior, acting by and through the Administrator, South- 
eastern Power Administration, the Greenwood County Electric Power Commis- 
sion (hereinafter called the commission), and the Roy Richards Construction 
Co. (hereinafter called the company). 

The parties hereto desire to set forth in this memorandum the following 
agreements heretofore reached which the parties intend shall be incorporated 
into contracts to be entered into upon authorization therefor by appropriate 
legislation. 

1. The Government will sell and the commission will purchase all the prop- 
erty, real and personal, corporeal and incorporeal, which the Government has 
in the Clark Hill-Greenwvod line and substation as shown on schedule C at- 
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tached hereto and made a part hereof. The commission will reimburse the 
Government the amount actually expended in connection with the transmission 
line and substation as shown on attached schedule A, less the sum of $10,000, 
being in partial consideration for relieving the Government of the cost of put- 
ting the line into operation, and the commission will assume and furnish evidence 
of settlement of all unliquidated obligations of the Government as shown on 
the attached schedule B. The commission will also assume liability for com 
pensating the defendants in two condemnation proceedings, Civil Action Nos 
1322 and 1352, now pending in the United States Court for the western district 
of South Carolina for any amounts by which the respective judgments may 
exceed the amounts deposited in the registry of the court, and for any expenses 
incident to the conduct of the trials: of said actions. 

2. The commission will contract with the company to complete the construc 
tion of said line at a cost to the commission of $212,929.66, upon the same terms 
and conditions as are contained in the contract entered into between the Govern 
ment and Roy Richards Construction Co., dated November 4, 1952, and designated 
as Contract No. 14-05-001-—21, insofar as such terms and conditions are applicable 

3. The company will release the Government and the Government will release 
the company from any and all obligations under said Contract No. 14-05—-001-21, 
including any claims arising out of said contract which it may assert either in 
a court of law, or by way of petitioning Congress for relief, and will release any 
and all parties in the case of South Carolina Electric and Gas Company and Duke 
Power Company v. Chas. W. Leavy, Administrator of the Southeastern Power 
{dministration, and Roy Richards Construction Company, now pending in the 
United States Court for the Middle District of Georgia from any and all claims 
for damages suffered on account of the said suit. 

UNITED STATES OF AMERICA, DEPARTMENT OF THE INTERIOR, 
Cuas. W. LEAVY, 
idministrator, Southeastern Power Administration. 
GREEN Woop CouNTY ELEcTRIC POWER COMMISSION, 
Joun B. SLOAN, Chairman. 
Attest: 
[SEAL] 
Jay N. N . 
Roy Ricuarps Construction Co. 
Roy Ricnarps, President. 
Attest: 
[SEAL] MARGARET SAMPLE, Secretary. 


ScHEDULE A Erpenditures of Southeastern Power Administration on Clark Hill- 
Greenwood 115-kilovolt transmission line and substation listed in accordance with 
7 > Y ’ — . . ; 
Federal I ower Commission’s un iform sustem of accounts 


TRANSMISSION LINE 


FPC 
account 
No 


340 | Land and land rights 

341 | Clesring and rights-of-way 

345 | Poles and fixtures 

346 | Overhead conductors and devices 


Total 
SUBSTATION 


Land and land rights 
Structures and improvement 
Station equipment 

Towers and fixtures 


Total 
Less moneys earned but with! i fron 
Clark Hill-Greenwood line appropriati 
$3,799.59 included in account No 
obligation 


Grand total 
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ScHEDULE B. Unliquidated obligations of Southeastern Power Administration on 
Clark Hill-Greenwood 115-kilovolt transmission line and substation 


OPTIONS EXECUTED: LAND AND LAND RIGHTS 


,arcel num- 
I mn 7 Amount 


International Paper Co 
L. W. Drennan 
International Paper Co 
J. 3. Moore 
International Paper Co 
Joe W. Tolbert Estat 
Do 
Do 
Do 
J. R. and W. L. Jolly 
J. J. Griffin 
W. H. Nicholson 
J. M, Marshall 
R. T. Brassell 
Boyce Bell 
hk. M. Brock 
Canal Wood Corp 
lr. J. Aiton Estate 
Mary 8. Wightman 
Julia Lites 
William Lites 
G. H. Warner 
Mary Margaret Davis Hollingsworth 
Elizabeth Davis Jackson 
M. L. Davis 
Greenwood Mills 
David Dows 
Raymond Sivell 
David Dows 


Total 


MATERIAL AND LABOR CONTRACTS 


Contractor Contract subject Amount 


Roy Richards Construction Co Construction contract No. 14-05-001- | $162, 257. 07 

21 
Do a Moneys earned but withheld: re- 5, 672. 59 

turned to appropriation; see sched- 
ule A 

Bonneville Power Administration Factory inspection of insulators | 555. 43 

United States Steel Corp.: American bridgé division rower steel, contract No, Iep-38 | 12, 984. 00 

William Max Huff Unloading insulators, contract 50. 00 
P-~-443 | 

Frank E. Harrison ‘ Title examinations, contract 480. 00 
5-159. 


Total -| 181, 999. 09 


Grand total... .. ‘ ‘ ‘ 196, 714. 09 





A we 
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INTERIOR 


Cc PP 


ights o} 


115-1} 


SCHEDULI 


Forest Service 


Corinne Anderson Majors 
Jennie Wideman 
M.G.& J.J. Dorn li 
M.G. & J.J. Dorn In 

S. T. Garnett, J 

J. R. Folk 
Mattie M. (C 
Carrie Talbert 
M.G.&J.J 
E. M. Morgan 
Mrs. C. A. Morgan 

C.C. Morgan, Jr 

Ellerbee Robertson and Ha 

W. Y. Quarles. - 

George J. Sheppard et al 
Wallace L. White 

yj. C. Drennan et al 

Mrs. Louise Harris Holmes 
M.G. & J. 3. Dorn, Inc 
International Paper Co_. 

Lula D. Eubanks 
International Paper Co 

Luther W. Drennan 

R. T. Brassell 

Boyce Bell 

Lizzie D. Duncan 

J. R. Dorn... 

International Paper Co 

E. J. Dorn 

T. W. and Annie Laurie Moore 
J. B. Moore 

R. M. Brock 

E. E. Dorn 


irtledge 


Dorn Inc 


Canal Wood Corp 


E. P. Gulledge 

Ivy R. Aiton 

Dora Lee Ellenburg 
David Dows 
International Paper Co 
David Dows. 

Lillian H. Snipes 
Carl D. Snipes 

R. H. Park 

Joe W. Tolbert Estate 
J. M. Ammons 

Joe W. Tolbert Estate 
W. W. Luquire 

Joe W. Tolbert Estate 
R. T. Sivell 

Mary S. Wightman 

J. H. Wightman 
Frances E. Wightman et al 
Mrs. Bessie C. Milling 
William B. Brooks 
Mary E. Brooks... 
Joe W. Tolbert Estate 
Julia Lites 

W. M. Lites 

Mamie W. Anderson 
John P. Corley 

G. H. Warner 

W. C., Southerland 
W.L. & J. R. Jolly 
J.J. Griffin 

W. H. Nicholson 


3222 53—pt 
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SCHEDULE C 





~I ights-of-way and materials constituting Clark Hill-Greenwood 
115-kilovolt transmission line and substation—Continued 













RIGHTS-OF-WAY 


Landowner 








. Condemna 
Rasament 
number option Easement ftom 












J. M. Mar all X 
Mary Margaret Davis Hollingsworth X 
Elizabeth Davis Jackson 6 X 
Milton Lewis Davis a 7 x 
Greenwood Mills ‘ xX 










MATERIALS FURNISHED BY GOVI 





RNMEN' 











Description Quantity 










1 insuletor units 4 
oles, 50-foot cless 1 
| 


KO)-foot 


southern pine poles, 85-foot 




















ted ( 

reosoted southern pine poles, 90-foot « 

‘reosoted southern pine poles, 25-foot scrub 10 
sreosoted southern pine poles, 50-foot class 3 2 
Suspension clemp, including socket eve, for use over armor rods on IBIS type ACSR conduc 

tor. Suspension clomps to meet the dimensional requirements specified for IBIS on drawi 

No, 00-346-A 25, serie] 6101 1.000 
3§-inch high-strength g°lvanized steel-wire strand nominal length 5,000 feet on reels (feet 460, 060 
IBIS wire 397,500 CM (feet 268, 515 
Reels, 63-inch (returnable for credit 33 
Reels, 52-inch (returnable for credit) 
Type F 


Set [IBIS s 
Sct IBIS a n dies 
Armourr wrenches 
Dies for tapered ermour rods for IBIS 
Dies for 38-inch strand 

Splicing sleeves IBIS (aluminur 
Splicing sleeves LBIS (steel 

Re ir sleeves IBIS 





















6 
Dead end cle iluminum for IBIS 140 
Dead end cle teel for IBIS | 140 
Jumper t 1 IBIS | 140 





| 
our rods 





irir 






























mp wrench 4 
neslongs for IBIS | 4 
cing sleeves %-inch H. 8. OH. G. W Gs 
( luctor, No. 8, solid, copper, soft drawn feet 2, 16 
Conductor, N 6, solid, copper, soft drawn do 1, 963 
Conductor, No. 4, solid, copper, soft drawn do 80, 269 
Lag screws, 44 inch by 3 inches 806 
Conductor, 4/0, stranded, copper, soft drawn (feet) 1, 500 
Reel, 36 inch returnable for credit | I 
Conductor, 2/0, stranded, copper, soft drawn (feet } 4, 000 
Reel, 36 inches (returnable for credit | 1 
Bus tubing, 144 inch I. P. S. copper, hard drawn, standard pipe size, in 18-foot lengths 60 
Bus tubing, 2-inch I. P. S. copper, hard drawn, standard pipe size, in 18-foot lengths 20 
Ground rods, Copperweld or equal, 54 inches by 10 feet 25 
Ground rods, Copperweld or equal, 44 inches by 10 feet. 50 
l'ype D double circuit concrete anchor grillage 16 
46-foot type D-1 double circuit tower body (for tangent deadend, including ground wire attach- 
ment l 
46-foot type D-2 double circuit tower body (for 90° angle deadend, including ground wire at- 2 
tachment 2 
Zero (0) foot leg extensions 16 


W ye-ball clevises 
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BY ROY RICHARDS CONSTRUCTION CO. 





FURNISHED 





MATERIALS 






















Any and all material to be furnished by Roy Richards Construction Co. as 
listed in the supply schedule of its contract with the Government, dated November 


1, 1952, and designated as contract No. 14-05-001-21. 












FURTHER DISCUSSION OF LANGUAGE CHANGE 











Mr. Leavy. If I may, Senator, later today when we receive fully 

executed copies of the memorandum may I substitute a copy that is 

also executed by Greenwood for the copy that we have given you here? 

Senator Corpon. If that kind of language or anything resembling 

it goes in the re port or in the bill it will be necessar y that the contract 

referred to be made a part of the Federal Register or at least some 
place where it can be identified. 

Mr. Leavy. I want the record to be clear that the copy furnished 
you is signed only by Southeastern and Roy Richards. We will later 
have copies signed by the Commission and will furnish those to the 
committee. (Fully executed memorandum inserted.) 

Senator Corpon. Yes. 

Mr. Leavy. That is all, sit 

Senator Corvon, Have you anything further, Mr. Secretary ? 

Mr. AanpbAHL. The only comment that I have to make is that | feel 
this is probably the best way to handle the difficult proble mm, 

Senator Corvon. The Chair appreciates very nails h the situation 
in which the Department finds itself through no fault of itself. The 
chairman is one member of the committee prepared to do anything 
that may be reasonable and proper to facilitate settlement of the mat 
ter and particularly to aid in getting the value of the transmission line 
as such rather than as salvage and possibly junk. The Chair is not 
prepared to say that we can agree that the Government of the United 
States should carry any part of the damages which the Chair be- 
leves, and he wants to be perfectly frank in his statement so that 
there can be no question about it, that resulted from a violation of 
congressional mandate; of course it will be one for the Congress to 
determine. 


POSSIBLE CLAIM AGAINST GOVERN MENT 








Senator Haypen. That could only come up if this agreement goes 
through. Failure for it to go through I suppose some claim would 
be presented. 

Senator Corpon. In the Chair’s opinion there is not any way to 
make a claim. 

Senator Haypen. If they do make a claim. 

Senator Corpon. I mean making one that is valid. Anyone can 
make a claim. 

Senator Haypen. I have seen Congress pay claims that would not 
have to be in law binding on the United States. 

Senator Corpon. I think that is about all that Congress pays, Sena- 
tor. As I see it, this is about what happened here. We have a situ- 
ation resulting from a legal requirement that we put in the act in 
1953 that certain conditions exist precedent when we give money. 
When those conditions were not present the money was not in 
part expended, a contract was entered into which was invalid, the 
‘Government assumed no responsibility for any such acts that are not 
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authorized by law. The contractor clearly made a contract in good 
faith, he assumed that there was authority that was attempted to be 
carried out, and he has suffered damages, no question about that. 

Senator Haypen. He is the one that I had in mind that would be 
submitting a claim. 

Senator Corpon. He has no claim so far as I can see. His moral 
equity or equity resulting frora ignorance of the fact is one that Con- 
gress might be willing to recompense. I do not think he could get 
unywhere in the courts. It may well be that the contractor has a claim 
against those who represented the Southeastern Power Administra- 
tion. That is for him to determine. 

The situation that we are confronted with here is a condition and 
not a theory. We will see what can be worked out. 

Senator Young? 

Senator Youna. I have nothing at all. I came to see if I could 
help my farmer friend. 

Senator Corpon. I would suggest that your so-called farmer friend 
is doing a good job. 

Thank you, gentlemen. 

(Whereupon, at 9:40 p. m., Friday, May 29, 1953, the subcommittee 


hearing adjourned subject to the call of the Chair.) 





DEPARTMENT OF INTERIOR APPROPRIATIONS FOR 1954 


WEDNESDAY, JUNE 3, 1953 


UNITED STATES SENATE, 
SUBCOMMITTER OF THE COMMITTEE ON APPROPRIATIONS, 
Washington. dD. ( . 
The subcommittee met, at 9 a. m., pursuant to call, in room F-39, the 
Capitol, Hon. Guy Cordon (chairman of the subcommittee) presiding. 
Present: Senators Cordon, Dworshak, Hayden, and Ellender. 


DEPARTMENT OF THE INTERIOR 
Orrice or TERRITORIES 


STATEMENTS OF RALPH A. TUDOR, UNDER SECRETARY; WILLIAM 
C. STRAND, DIRECTOR, OFFICE OF TERRITORIES; AND D. H. 
NUCKER, EXECUTIVE OFFICER, OFFICE OF TERRITORIES 


CONSTRUCTION, ALASKA RAILROAD 


Senator Corpon. The committee will come to order. 

The justification for this item, “Construction, Alaska Railroad,” 
will be inserted in the record at this point. 

(The justification referred to follows :) 


OFFICE OF TERRITORIES 
CONSTRUCTION, ALASKA RAILROAD 
(Revised Estimate, $9,250,000; Act, $3,906,000) 
(House hearings, not considered by House) 


Page 29, line 19, strike out “$2,715,000” and insert in lieu thereof “$9,250,000,” 
an increase of $6,535,000 in the appropriation. 


HOUSE REPORT 


JUSTIFICATION 


The supplemental estimate would provide $6,535,000 for rehabilitation of the 
Seward to Portage section of the Alaska Railroad. This amount is distributed 
to the following activity : 

Construction 
Appropriated, 1953____--- . an = $3, 906, 000 
Revised estimate, 1954 aa leds ‘ 9, 250, 000 
House bill, 1964. ..........- ineseaedlitteitnnisl seca 2, 715, 000 
Supplemental requested ___-_-_- . J ; __ 6,535, 000 

A breakdown of the supplemental request by objects of expenditures follows: 
ne wi on. eon cutsweiannene as $6, 535, 000 

2329 
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The estimate for the rehabilitation of the Seward-Portage section of the Alaska 
Railroad was deleted by the Department because the Secretary desired to examine 
the need for this work. This review of the estimates and examination of the 
need have now been made and it is his opinion that the Seward-Portage line 
must be kept open so that the railroad may continue to provide necessary rail 
transportation for the military and civilian needs and to aid the defense effort 
as well as promote development of the Territory. The Department of Defense 
supports fully the need for this rehabilitation and construction program. 

It is estimated that a total of $13,127,000 will be required for the rehabilitation 
of the line and for the construction of a new dock at Seward, and, in order 
that the work may proceed in an orderly fashion, since the rail line is in a 
very bad condition and rapidly approaching an unsafe operating condition, it 
is proposed to complete the program over a period of 2 years. 

Because the military authorities will not permit use of the port of Whittier 
as a port of entry for regular civilian traffic, it is necessary that the railroad 
line from Seward to Portage be kept open. This section of the line has deteri 
orated to such an extent that operations cannot continue during the coming 
year without great hazard and unwarranted maintenance expense to keep traffi 
moving over this section of the line. It would be necessary to continually 
replace rails that would not carry traffic with old rails in a slightly better condi 
tion, but which in turn would require constant replacement. The labor cost to 
carry on in this manner is prohibitive. 

The work which is considered vital during the fiscal year 1954, includes 
“Roadway and track, $4,433,000"; “Bridges, trestles, culverts, and tunnels, 
$817,000”; “Roadway buildings, $81,000”; “Shop and engine-house facilities 
$712,000” ; “Communications, $110,000"; and “Preliminary engineering and test 
drilling, $882,000,” 

The $6,535,000 requested for the fiscal year 1954 will permit the railroad t: 
begin the rehabilitation of the Seward-to-Portage section of the line, while the 
balance of $6,592,000 estimated for the fiscal year 1955 will cover the cost 
of constructing the new dock at Seward and the completion of the rehabilitatio: 
of the railroad. The following statements outline the distribution of costs 


Rehabilitation Alaska Railroad fiscal year 1954 


Schedule I. Seward to Portage section of line: 
A. Roadway and track M. P. 0.0 to 64.1: 
Ballasting 62 miles at $12,000 $744, 000 
Relay new 115-pound rail 62 miles at $12,000 744, 000 
Cost of rail and fittings 62 miles at $42,000 2, 604, 000 
Cost of ties and placing 62 miles at $13,000 806, 000 


Total 898, 000 
Less allowance for cost of 7 miles of rails, ties, 
and fittings previously placed_—~ 165, 000 
$4, 433, 000 
Bridges, trestles, culverts, and tunnels: 


Bridge 14.5, 5 125-foot through steel trusses 

on concrete 705, 000 
Culverts, 2,600 linear feet at $25 12, 000 
Tunnel portals, 10 each i 100, 000 


Roadway buildings: 
Section buildings and miscellaneous water serv 
ice structures 71, 000 
Small freight sheds and loading platforms 10, 000 


Shop and enginehouse facilities: 
Enginehouse, Seward 450, 000 
Fuel- and sand-handling facilities 250, 000 
Water service 12, 000 
—— - 712, 000 
Communications: Rebuild pole line 110, 000 
—____—— 110, 000 
Total, schedule I__. nd veibanlucssa _. 6,153, 000 
Schedule Il—engineering, test drilling, preliminary____ ville 382, 000 


Grand total lees od __.. 6,535, 000 
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mee 


Rehabilitation, Alaska Railroad, fiscal year 1955 


Schedule I—Seward to Portage section of line: 
A. Roadway and track M. P. 0.0 to 64.1: 
Bank widening 62 miles at $5,000 : 000 
Minor line changes, 62 miles at $3,000 L886, 000 
Grade raising 62 miles at $8,000 ww 
Siding and extensions, lump sum (HM 
Seward yard track improvements, lump sum ‘ OO” 


Bridges, trestles, culverts, and tunnels 
Bridge 3.2, 125 foot through steel truss 
concrete 95 OOO 
Treated timber trestles, 5,812 linear feet 
$12.50 , 3. 400 
Culverts, 3,600 linear feet at $25 OOO 
Tunnel lining, 116 linear feet at l i) 
MM) 
Roadway buildings: 
Section buildings and miscellaneous water 
service structures 70. OOO 
Small freight sheds and loading platforms OOO 
( iM) 
Railroad track scale 32, LOO 
. Jitney repair and storage building, 20 x 100 feet=2, 
square feet at $8 16, 000 


Total, schedule I 


Schedule II Construction of Seward doc 
Rockwork 2 gO O00 
Depressed track f 000 
Depressed track shed > St 72. 000 


Dock warehouse____- ‘i D0, OOO 
Truck approach 7 . 11. 000 
Dock with 1,400-foot ship face (: OOO 
New railroad approach trestle 156, 000 
Erect 75-ton shear leg derrick 58, 000 
29, 000 

ee - 4,116, 000 


6, 592, 000 
INCREASE REQUESTED 


Senator Corpvon. There has come to the committee from the Depart- 
ment of Interior through the Bureau of the Budget a request for an 
increase in the item for the Alaska Railroad of $6,535,000. This re- 
quest was not considered by the House and is now before the commit- 
tee for the first time. We have Under Secretary Tudor present and 
other members of the staff from the Interior Department. We would 
be glad to hear from you now, Secretary Tudor. 

Mr. Tupor. Thank you, Senator Cordon and gentlemen. 

If I may, I would like to read. a prepared statement on this item; 
it is very short. 


PREPARED STATEMENT 


It is recommended that the appropriation for the Alaska Rail 
road for fiscal vear 1954 be increased from $2.715.000 to $9.250.000. 
This increase of $6,535,000 is requested so that work may begin on the 
rehabilitation of the railroad between Seward and Portage. It is 
estimated that an additional $6,592,000 will be required in fiscal year 
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1955 for the completion of this work, ine ‘luding the cons struction of 
new dock facilities at Seward. The cost of the total rehabil itation 
program, therefore, becomes $13,127,000. This will provide a sound 
grade and track, adequate bridges, and terminal and dock facilities 

for the remaining unrehabilitated section of the railroad. All other 
portions of the road have heretofore been brought up to good standard. 
This additional appropriation was not requested earlier as the Secre 

tary of the Interior desired to review the matter before proceeding. 
To this end I have just returned from a trip to the Territory. While 
there I went over the entire line from Anchorage to Seward and in 

spected all the facilities in the latter city. I also discussed the matter 
with the commanding general, Alaska Defense Command. and his 
staff. 


PORT ACCESS 


At the present time there are two all-year ports serving the Alaska 
Railroad. Whittier is reserved almost exclusively for military traflic 
and it is not considered to be adequate to additionally handle civilian 
traffic that now moves through Seward. At one time it was considered 
that Whittier would become a civilian port and that Seward would be 
abandoned except for truck haul traffic. The military does not sub- 
scribe to this program now. Therefore, if the Alaska Railroad is to 
adequately serve civilian traffic, which is an essential part of the 
economy of the Territory, it must have access to an all-year port and 
be provided with adequate terminal facilities. 

It will not be possible to convert Anchorage to an adequate port in 
lieu of Seward inasmuch as Anchorage is icebound a portion of each 


vear. Furthermore, the tidal range at Anchorage is excessive. 


LETTER OF SECRETARY OF THE ARMY 


Secretary of the Army has advised the Secretary of Interior by 
letter on May 11, 1953, as follows: 


It is my understanding that as a result of the Department of Interior letter 
dated December 5, 1952, to the Secretary of the Army, arrangements were made 
with your Office of Territories for Army representation to support the referred 
railroad fund request before the House Appropriations Subcommittee. Brig. Gen 
Marshall S. Carter, deputy commander, United States Army Forces in Alaska and 

trig. Gen. Paul F. Yount, Acting Chief of Transportation, Department of the 
Army, were scheduled to appear before this subcommittee and present the mili- 
tary strategic and logistic need for a permanent rehabilitation and continued 
operation of the Seward-Portage rail section by the Alaska Railroad. 

Subsequently, on March 11, 1953, the Department of Army was advised in 
telephone conversation with Department of Interior officials that fund request 
for the railroad rehabilitation had been withdrawn from the budget hearings by 
the Department of Interior. Oral information was given that it was not antici- 
pated this action would prevent the Alaska Railroad from continuing to main- 
tain and operate this rail section through fiscal year 1954. 

The physical conditions of this section and the Seward terminal facilities was 
outlined in a report of the General Manager, Alaska Railroad, forwarded to the 
Department of Army by letter from the Assistant Secretary of Interior, on July 
24,1952. It is of general military concern whether the cancellation of the fiscal 
year 1954 fund request will not seriously impair the ability of the railroad to 
maintain service for any prolonged period in light of the findings of this report 
It is essential that this rail line be maintained and operated to meet the strategic 
requirements imposed by the magnitude of the Alaskan defense effort. There 
fore, the Department of Army reiterates its readiness to support your actions 
to assure the earliest accomplishment of the rehabilitation of these mutually 
required media of transportation, 
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A confirmation of the Department of Interior intent to I iue maintenance 
and operation of the Seward-Portage rail line would be appreciated. Il; would 


also be of value if I could be furnished with information as to your future plans 


to rehabilitate this line to the same high standards of the balances the Alaska 


Railroad network. 


DETERIORATION OF ROAD 


For a number of years past only a few major repairs have been 
made on the railroad between Seward and Portage and this line has 
deteriorated to such an extent that operations cannot continue longer 
without serious hazard and excessively high maintenance expense to 
keep traffic moving. With the exception of 7 miles of 115-pound rail 
which was laid as an emergency measure, the 62 miles between Seward 
and Portage in the main is laid with 65-pound rail, all of which was 
placed prior to 1925. 

These rails are breaking with great frequency, the ends are badly 
battered, and they require constant replacement to keep traffic moving. 
In many sections the ties are in serious condition and rail fittings are 
gener ally in a serious state of disre pair. There is a constant danger 
of derailments and several have occurred during the past 2 months. 
Fortunately, no lives have been lost by this, but this and heavy prop 
erty damage are a constant possibility under present circumstances. 


BRIDGES AND TRESTLES 


The bridges and trestles are virtually all untreated native spruce 
timber which has long since served its normal life expectancy. oe 
tenance is exceptionally high. Continuous inspection is required i 
order that some degree of safety can prevail. Also, as a result of she 
very poor conditions of the roadbed, rails, bridges, and trestles, it is 
necessary to operate under “slow orders” which in some sections are 
as low as 10 miles per hour. This adds to the cost of operation and 
makes for generally unsatisfactory service. 

The shop and engine house at Seward are in such condition that 
these facilities have been virtually abandoned as unsafe. 


SEWARD DOCK FACILITIES 


The dock facilities at Seward are old and antiquated. The y are 
of inadequate capacity and due to congestion and lack of equipment 
make the handling of fre ‘ight at the terminal excessively expensive. 
It is considered that new facilities are necessary in order to break this 
bottleneck. Repair and expansion of existing facilities would not be 
the answer and would not save any cost. Present facilities cannot 
be kept in service for more than 2 or 3 years. It is proposed to use 
the $6.535,000 recommended for this work for fiscal vear 1954 as 
follows: 


PROPOSED USE OF FUNDS 


New rail, rail fittings, and ties and ballasting of all sections of 

trac ‘+k not already repaired between Seward and Portage, $4,433,000. 
2. Repair of bridges, trestles, culverts, and tunnels. $817,000. 

*”) 


3. Replacement of section buildings, miscellaneous water service 
structures, freight sheds, and loading platforms, $81,000. 
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1. Engine house, fuel and sand handling facilities, and water serv- 
ice, $712,000. 

5. Rebuild pole line, $110,000, 

6. Test drilling and engineering for dock facilities at Seward, 
$382,000. 

Total, $6,555,000. 

In view of the circumstances recited above, it is recommended that 
the committee act favorably upon this request. 

Senator Haypren. Mr. Chairman, the situation as I remember it 
was this, that this committee would not probably have authorized the 
construction of the port at Whittier except on the representation 
made at the time that Seward could safely be abandoned. 

You have been there? 

Mr. Tupor. Yes, sir. 

Senator Haypen. Why is it that Whittier is not serving the pur 
pose that was represented to us it could serve? 


ABANDONMENT OF WHITTIER 


Mr. Tupor. I am not acquainted with the representations that were 
originally made, sir; I did not go to Whittier. I went to Seward. 
[ have flown over it, and I have seen it from the air. In the first 
place, it was anticipated that Whittier would be abandoned by the 
military and in effect turned over to the Alaska Railroad for the 
economy of the entire Territory. 

Subsequent to that the Korean trouble came about, and the military 
ry advises us that they cannot release Whittier for the operation 
by the railroad for the economy of the entire Territory. 

Senator Haypren. Are port facilities at Whittier and the rail facili- 
ties connected north entirely for military use? 

Mr. Tupor. Not entirely; nosir. There is 1 civilian facility there, 
1 oil company has some tanks in there, and there is a little space for 

i little additional development, but Whittier is in a deep gorge, as 
you perhaps know, and there is virtually no room for expansion there. 
The port would be adequate for a nominal amount of traffic, but it 
is not adequate and cannot be made adequate to handle all of the 
military traffic and all of the ordinary civilian traffic that is necessary 
to go in. 

Sentor Haypen. Perhaps you do not have the figures, but T think 
they ought to be in the record as to just what we have spent on the 
Whittier development all together. 

Mr. Nuckxer. Gentlemen, on the Whittier development the Army 
built the port of Whittier and laid the tracks from Portage to Whit 
tier originally at a cost estimated around $10 or $12 million. The 
Department of the Interior was not given appropriations for that 
portion of the line that was built by the Army. It was built during 
World War IT with the intent of turning it over to Interior at such 
time as the Army could give it up. 

Immediately after World War IT, in fact, T think it was in 1946. 
the Army did turn the port of Whittier over to the Department of 
the Interior by paper. However, they never relinauished physical 
possession of the port of Whittier, and since, as the Under Secretary 
has stated; the Korean situation developed, the Army has revised its 
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thinking completely with respect to the need for the port of Whittier 
us a military installation. 


j 
EXPENDITURE BY ARMY 


Senator Haypen. Am I to understand that no more than $10 million 
las been expended by the Army} on the de velopment ? 
Mr. Nucxer. No: there has been much more money spent since the 


original amount of $10 or 819 million. Since that time the Army has 
spent considerable sums for improvement in Whittier. 

sonnet Corpon. What is the nature of those ee ments? 

. Nucker. Military type installations, barracks, housing, various 
nl nistr: ition buildings they may have there, but earieel military. 

Senator Corpon. Did I understand you to say, Mr. Tudor, that 
W hittier is icebound part of the year ¢ 

Mr. Tcpor. Not W hittier, Anchorage. Whittier has one of the 
ieaviest snowfalls in Al iska, but it is not icebound. 

Senator CorDON. Let us cet oriented there on the map. 

Mr. Nucker. This is Seward, the port whi ‘h } has always served the 

ska Railroad, which runs from S« — lnorth to Fairbanks. Whit 
tier, just out here, er is 12 miles from the junction of Portage, 
which ine ‘identally Is 6 {miles approximately from Seward. In other 
words, there is about 64 miles from Seward to Whittier and only 12 
miles from Whittier to Portage. 

Senator Corpon. We have been making appropriations for several 
vears for rehabilitating the railroad. Now is th ut rehabilitation sub- 
Sti oe bli nally comp vleted from Port age to F airbanks 

.Nucxer. Yes, sir. 

Sdnakine Corpon. What is the situation from Portage to Whittier? 

Mr. Nucker. From Portage to Whittier no work has been done 
under the rehabilitation program on that 12 miles of track. 

Senator Corpon. And from Portage to Seward ? 

Mr. Nucxer. Work has been done on that section of the line in two 
instances. I think 2 years ago there was appropriated $1.5 million, 
which permitted the Alaska Railroad to eliminate the loop section of 
the railroad, the bridges, so that there would be a safe operation over 
that portion of the line. 

Last year, in order again to maintain safety and to continue opera- 
tion, the Alaska Railroad laid 7 miles of rail in this Seward-Portage 
line, replacing the worst sections of the 65-pound rail. Other than 
thet there has been no rehabilitation on the line. 

Senator Corpon. Well, then there is going to be necessary in the 
field of rehabilitation the portion from Portage to Whittier as well 
as from Portage to Seward ? 

Mr. Nucker. The Alaska Railroad thinks that it might be neces- 

sary in years to come to lay, well, in the reasonably near future, to 
rel: ay some of the rt ail betwee n P ortage and W hittier, but So long as 
Whittier remains a military port, not a civilian port, the Alaska 
Railroad will have no responsibility for any major repairs in Whittier. 

The rail between Whittier and Portage is 131-pound rail, is old rail 
which should be replaced as the years go on but not necessarily re- 
placed all at once. 


} 
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RAIL WEIGHT 











Senator Corpon. What is the weight of the rails that 
used in rehabilitation from Portage north to Fairbanks? 

Mr. Nucker. 115 pounds, sir. 

Senator Corpon. And it is proposed now in the rehabilitation from 
Portage to Seward to use the same type of rail ¢ 

Mr. Nucker. Yes, sir. 

Senator Corvon. Is it necessary to use that heavy a rail? 

Mr. Nucxer. When you use the word “necessary” I would have 
to say “No, sir.” If you would ask, Is it good business to lay that 
typerail? I would say “Yes, sir,” because rail weight in large measure 
determines the load which can go over it. If we put lighter weight 
rail and carry lighter loads we could get by, but we would have a much 
more expensive operation and would not have the ability to carry the 
same rail through, which in turn permits us 1 inventory, of stockpile 
rail and 1 problem up and down the line instead of 2 


have been 










ROLLING STOCK 











Senator Corpon. As a part of the rehabilitation program, is it 
correct that the new rolling stock or the replacement rolling stock 
that has been added as a part of that rehabilitation has been of a 
heavier type than that that was originally used on the railroad ¢ 

Mr. Nucker. Yes, sir; that is correct. 

Senator Coxvon. That is particularly true of the engines 

Mr. Nucker. Yes, sir. Originally the Alaska Railroad rote 
in the main with 550-ton locomotives. Today the Alaska Railroad 
north of Anchorage is practically 100-percent dieselized with 1,000- 
horsepower diesels we ‘ighing ¢ ‘lose to 1,000 tons or more. 

Senator Extenper. Mr. Chairman? 

Senator Corpon. Yes. 

Senator ELLenper. To what extent are the operations of that rail- 
road subsidized by the Go’ernment ? 





















FISCAL SITUATION 

Mr. Nucker. That question is a little complex, sir. Since the rail- 
road was originally started, I think the Government has in the neigh- 
borhood of $1! yO million in the railroad. I could furnish the precise 
figure. That would include the seventy-some-million dollars recently 
appropriated for the rehabilitation of the railroad from Portage 
north. 

Prior to 1941 the Alaska Railroad operated each year at a deficit 
which was replaced by Congress. Since 1940-41 the Alaska Railroad 
has operated in the b lack. We have not requested any deficit appro- 
priations. 

Senator Corpon. When you mention “operated in the black,” you 
mean that the gross revenue has exceeded the gross cost of operation 
without taking into consideration any amortization of investment; is 
that correct ? 
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DEPRECIATION CHANGES 


Mr. Nucxer. No, sir. In 1947 the Alaska Railroad instituted regu- 
lar Interstate Commerce Commission accounting. At that time they 
included a charge for depreciation up until 1946. Since 1946 we have 
had regular depreciation charges on our books as are made by railroads 
in the States. 

Senator ELLenper. What becomes of those funds? 

Mr. Nucker. Those funds are used in the operation of the railroad 
for replacement of material, rolling stock, and for rehabilitation. In 
other words, in the rehabilitation program the Alaska Railroad put 
about $6 million of its revenues in that program in addition to the 
moneys appropriated by Congress. 

Senator ELLenpver. None of the profits or the depreciation charge- 
off finds its way into the Treasury; they are spent by the railroad 
company ¢ 

Mr. Nucxer.That is correct, sir 

Senator Evtenper. I wonder how much trouble it would be to give 
us a little accounting since 1940. 

Mr. Nucker. None, sir. I would be glad to ot that. 

Senator Ettenper. Would you be able to tell us in round figures 
what the losses were before 1940 and from 1940 on aaa your authority 
for spending this money without coming back to the Congress for 
appropriations? 

Mr. Nucxer. Yes, sit 


TEST DRILLING AND ENGINEERING OF DOCK FACILITIES 


Senator Corpon. Now, I notice here in your breakdown that you 
are providing $382,000 for test drilling and engineering of dock facili- 
ties at Se ward. I thought the C orps of Engineers did that. 

Mr. Nucker. No, sir; not for the dock purposes of the Alaska 
Railroad. 

Senator Evttenper. Why not? Why must you employ engineers 
other than the Corps of Engineers? 

Mr. Nucker. Well, it is my understanding. sir, that the Corps of 
Engineers is not responsible for the work preparatory to the building 
ofa dock, the finding out of necessary information as to the depths. 

Senator ELLenprer. Who does the engineering on the railroad build- 
ing ? 

Mr. Nucxer. The Alaska Railroad. 

Senator ELLENDER. What does this test drilling and engineering 
consist of ? 

Mr. Nucxer. It would consist of drilling for foundation purposes 
in the new location where it is intended to build the dock, developing 
information as to tide, depth of water. I am not an engineer; I can- 
not explain this in engineering language, but it is generally to develop 
that information which would be necessary to the drilling of piles 
and building of a dock in this new location. 

Senator ELtenpver. What else? Is that all? 

Mr. Nucxer. It would provide for preparation of plans and speci 
fication for the building of the dock. 

Senator Evtenper. The actual preparation; that is, all of the blue 
prints? 

Mr. Nucker. That is the intent; yes, sir. 

Senator Eiitenper. How is that usually let, by contract ? 
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Mr. Nucker. By contract. 

Senator ELtenper. By bid ¢ 

Mr. Nucker. Yes, sir. 

Senator Ettenper. Through Interior? 

Mr. Nucker. The Alaska Railroad, as a part of Interior. 

Senator Corpon. I suggest, Senator, that Under Secretary Tudor 
Was an engineer in his own right and has been for many years. It 
might be helpful in connection with this particular matter to have 
him comment, because he has been up there inspecting it. 


DOCK DESIGN 


Mr. Tupor. There was one point I wanted to clear up, and that was 
the matter of who would design this dock. I talked to the staff when 
I was up in Alaska, and they feel they do not have the qualified staff 
to do this work, because, after all, it is a specialty. I believe the way 
Mr. Nucker answered that question might lead to the belief that the 
Alaska Railroad would. design it. In this case it would be necessary 
to retain the services of some Government agency or private organ 
iZation. 

Senator Eiitenper. That would make for the plans and specifica 
tions as well as the engineering ? 

Mr. Tupor. Yes, sir. We would probably have to hire a firm to 
do that drilling up there. It would be mostly from floating equip- 
ment because it is out in the water. 


SCRAP RAIL 


Senator Extenper. What do you propose to do with the old rail 
when you discard them and replace them with 115-pound rail? 

Mr. Tupor. It is not even good scrap. 

Senator EL.tenper. I think Senator Dworshak raised the question 
of » huge amount having been raised and repurchased by the Rail- 
road ¢ 

Mr. Tupor. That I do not know, but the rail I saw when I went over 
this line was in very bad shape. 

Senator ELLeNpErR. So that none of the material would be good for 
anything ? . 

Mr. Tupor. There might be a small quantity of it, but on the whole 
this isscrap. Some of this was rolled early in the century in Germany 
and, while it was laid in 1923, it was old at that time. 


TIES AND TRESTLES 


Senator Evtenper. Where do you get your ties—locally ? 

Mr. Tupor. No; the ties would have to be brought in because they 
have no facilities for treating ties. They have some local ties, but 
they are untreated. 

Senator ELLeNper. I notice that a good deal of your trestlework was 
out of timber. Do you propose to replace that with steel ? 

Mr. Tupor. In some instances. 

Senator ELtenper. Some, not all? 

Mr. Tupor. In some places wood and in some places steel ; it depends 
on the size of the structure. 





INTERIOR DEPARTMENT APPROPRIATIONS, 1954 2339 


Senator Corpon. I note that in your schedule showing « breakdown 
of the request thi it you indicate undér “A, roadway and track, mile- 
post 0.0 to 64.1,” a total cost for ballasting, rep lacing new rail, rail 
fittings, ties, and placing of ties, $4,898,000, from which you deduct 
an allowance for cost of 7 miles of rails, ties, and fittings previously 
placed. Does that mean that as to that. 7 miles of railroad it has been 
rehabilitated # 

Mr. Nucxer. It means, sir, that the 7 miles of track and ties have 
been placed, not necessarily that the roadbed has been properly bal- 
lasted. This was an emergency measure taken by the railroad to 
maintain safety while at the same time not trying to spend money 
necessary to completely re habilit ate that portion prior to a decisio1 
as to what would be done with the entire line. 

Senator Corpor. So that the 7 miles of road where these rails, ties, 
and fittings have been } pl: veced mi Ly have to be rehabilitated with re spec { 
to strengthening ee ballasting the roadbed and relaying; is that 
correct ¢ 

Mr. Nucxer. That is correct. 

Senator Eiuenper. Mr. Chairman ? 

Senator Corpon. Surely. 


OPERATION BY INTERIOR DEPARTMENT 


Senator ELLenper. Does Interior simply supervise this railroad o1 
does it operate separately from the Interior Department? 

Mr. Tupor. It is operated by Interior asa part. The Alaska Rail- 
road is a part of the Department of the Interior. 

Senator Extenper. Is it a corporation ! 

Mr. Tupor. Not a corporation; no, sir. 

Senator ELLenper. Operated entirely by Interior? 

Mr. Tupor. That is right, si 

Senator Corpon. Was it not originally authorized in a special act? 

Mr. Nucker. There was originally a special act authorizing the 
President to locate and build a railroad. The responsibility for the 
operation and maintenance of that railroad has been turned over to 
the Secretary of the Interior. 

Senator Corpon. Do you recall generally the terms of the act of 
authorization with particular respect to any provisions in it having 
to do with the use of funds from the railroad as a revolving fund? 

Mr. Nucker. The act specifically states that the funds received 
from the operation of the railroad shall be used or may be used—I 
have forgotten the precise terms—for the operation, maintenance, and 
improvement of the railroad, including the operation of a river-boat 
service, and I think particular reference is made to hotels and a few 
other activities. But the key is that the railroad is permitted to use 
its receipts for operation, maintenance, and improvement. 


APPROPRIATION LANGUAGE 


Senator Corvon. I may say, Senator Ellender, that the language 
heretofore used in connection with this particular matter in appro 
priation acts is as follows: 

The Alaska Railroad revolving fund shall continue available until expended 


for the work authorized by law, including the operation of facilities under the 
jurisdiction of the railroad in Mount McKinley National Park. Operation and 
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maintenance of oceangoing or coastwise vessels by ownership, charter, or al 
rangement with other branches of government for the purpose of providing 
additional facilities for transportation of freight, passengers, or mail when 
deemed necessary to the benefit of the Government, industries, or travel in 
the area served, 


It then goes forward with other things. 


REVOLVING FUND 


Senator Ex.enper. Was that revolving fund provided from funds 
of the Treasury or what you accumulate from year to year by way 
of profits ? ' p 

Mr. Nuckxer. What we receive as revenues plus what Congress has 
appropriated to cover deficits. 

Senator ELLenper. Cover what ? 

Mr. Nucker. Cover deficits in years past. Those are the two 
sources of the revolving fund. 

Senator Eiienper. In this statement you are going to give us, will 
you kindly show that? 

Mr. Nucxker. Surely. 

Senator ELLenper. Would you also let us know how passenger rates 
and freight rates compared ¢ 

Mr. NucKker. Yes, sir. 

Senator Eitenper. And how do they compare with rates in this 
country ¢ 

Mr. Nucxer. I should be glad to supply that. 

(The information referred to follows :) 


ADDITIONAL INFORMATION RE ALASKA RAILROAD REVOLVING FUND 


Under the authority contained in 48 U. S. C. 306, the earnings of the Alaska 
Railroad were deposited into the Treasury of the United States as miscellaneous 
receipts and accounted for under the Alaska Railroad special fund. The Con- 
vress in the annual appropriation acts authorizes the use of the revenues for the 
work authorized by law, under the title “Alaska Railroad Revolving Fund.” 
The attached statement covers appropriations made to the railroad since 1914, 


ippropriations for capital expenditures to June 30, 1952 


Construction and operation of railroads in Alaska: 
Act of Mar. 12, 1914 (38 U.S. Stat. 305) $1, 000, 000 
Act of Mar. 3, 1915 (38 U.S. Stat. 861) 2, OOO, OOO 
Act of Feb. 28, 1916 (39 U. S. Stat. 23) 2, 000, 000 
Act of July 1, 1916 (39 U. S. Stat. 306) 6, 247, 620 
Public resolution of Mar. 4, 1917 (39 U. 

1202) satieead _ 8,000, 000 
Act of June 12, 1917 (40 U. S. Stat. 150) —_- aad 7. 500, 000 
Act of Oct. 6, 1917 (40 U.S. Stat. 372) ‘ 4, 000, 000 
Act of July 1, 1918 (40 U.S. Stat. 676) we 5, 250, 000 
Act of July 11, 1918 (41 U. S. Stat. 51) .... 1,964, 35 
Act of July 19, 1919 (41 U. S. Stat. 302) — . 2,088, 029 
Act of Noy. 4, 1919 (41 U. S. Stat. 335) aim 6, 000, 000 
Act of June 3, 1920 (41 U. S. Stat. 916) --------- 7, 000, 000 
Act of Mar. 4, 1921 (41 U. S. Stat. 1405) _... 4,000, 000 
-— $52, 000, 000 
Construction and equipment of railroads in Alaska, 1922, 


Dec, 31, 1924 thi pater nbtba dans Besebhedd 4, 864, 350 
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{ppropriations for capital erpenditures to June 39, 1952—Continued 


The Alaska Railroad fund: 
Act of Mar. 3, 1925 (48 U.S. Stut. 1182) $500, 000 
Act of May 10, 1926 (44 U. S. Stat. 493) 5N0, GOO 
Act of Jan. 12, 1927 (44 U. S. Stat. 969) 1), OOO 
Act of Mar. 7, 1928 (45 U. S. Stat. 240) ; 100, 000 
Act of Mar. 4, 1929 (45 U. S. Stat. 1604) __- 400, OOO 
Act of May 14, 1930 (46 U. S. Stat. 322) : 200, VOO 
Act of Feb. 14, 1931 (46 U.S. Stat. 1157) : 250, 000 
Act of Apr. 23, 1932 (47 U. S. Stat. 128) 200, OOO 
Act of Feb. 17, 1933 (47 U. S. Stat. 854) —-_ : 100, 000 
Act of May 9, 1935 (49 U. S. Stat. 213) 50, 000 
Act of June 22, 1936 (49 U. S. Stat. 1800) 100, 000 
Act of Aug. 9, 19387 (50 U. S. Stat. 112) 200, 000 
$3, 300, 000 


Ea wccsceiredttiddiakntenen dake a ; . m _ 60,164, 350 


Appropriations for maintenance, operations, and general purposes to June 30, 1952 


Maintenance and operation of railroads in Alaska, 1923-2 $3, 647, 400. 00 

Operation of river steamers in Alaska, 1924-25 75, OOO, OO 

Printing and binding, Interior Department, 1924-25 , 155. 96 

Increase in compensation 23, 701 .63 
Act of Mar. 3, 1925 (483 U.S. Stat. 1182) , 200, 000 .00 
Act of Mar. 4, 1925 (43 U.S. Stat. 1132) 300, 000 00 
Act of May 10, 1925 (44 I s. Stat. 495) 200, 000 .00 
Act of Jan. 12, 1927 (44 I s. Stat. 969) , 000 .00 
Act of Mar. 7, 1928 (45 1 Stat. 240) ( 000 .00 
Act of Mar. 4, 1929 (45 U. S. Stat. 1604) , 000 .00 
Act of May 14, 1930 (46 U. S. Stat. 322) 000 .00 
Act of Feb. 14, 1931 (46 U. Stat. 1157) 750. 000 .0O 
Act of Apr. 23, 1932 (47 1 . Stat. 128) 250, OOO 00 
Ac 


t 
t 
{ 
{ 
T 
t 
{ 
Act of Mar. 2, 1934 (48 | Stat. 392) OOO .00 
t 
t 
t 
t 
t 


Ss 
Ss 

of Feb. 17, 1933 (47 U. S. Stat. 854) 50. 000 .00 
9 S 


Act of May 9, 1935 (49 U.S. Stat. 213) ‘00, OOO OO 
Act of June 22, 1936 (49 U. S. Stat. 1800) , 000 00 
Act of May 28, 1987 (50 U.S. Stat. 2238) 2, 222 .00 
Act of May 9, 1988 (52 U. S. Stat. 389) 10, OOO .00 
Act of May 2, 1939 (53 U. S. Stat. 684) 200, 000 
National Industrial Recovery, Interior, Alaska Railroad, 1933-39 
Act of June 29, 1987 (50 U.S. Stat. 352) E.R. A., 1988-39 
Act of June 21, 1938 (Public, No, 122, 75th Cong. ) 
Fuel and Transportation, Bureau of Supplies and Accounts 1921 
Allotment for Coal Washery 
Alaska Railroad special fund (sec. 21 (g) act of Mar ; 
(48 U.S. Stat. 522); and sec. 2, public resolution Feb. 13 
(49 U. S. Stat. 24) ) 
Proceeds from sale of town lots in Alaska (40 U.S. Stat. 19) 
Equipment transferred from Panama 
Navy Alaska Coal Commission, property sold or transferred 
Act of July 25, 1947 (Interior Department Appropriatiot 
Act, 1948) 000, 000 00 
Act of June 29, 1948 (Interior Department Appropriation 
Act, 1949) 7. 000. 000 .00 
Act of Oct. 12, 1949 (Interior Department Appropriation 
Act, 1950) 7. 000, 000 .00 
Act of Sept. 6, 1950 (General Appropriation Act, 1951) 30, 000, 000 .00 
Act of Sept. 27, 1950 (Supplemental Appropriation Act, 1951) , 900, 000 .00 
Act of June 2, 1951 (Third Supplemental Appropriation 
Act, 1951) j t, 000, 000 .00 
Act of Aug. 31, 1951 (Interior Department Appropriation 
Act, 1952) ~~ hives aa ; 2,000, 000. 00 


TCRR wie ; . ie 1 . 89, 452, 068 .62 
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Alaska Railroad—Summary statement of revenues and expenses, 1916-62 





Revenues Net 





Expenses 














1916-40 | $28,997,059 | $46, 134, 281 $17, 137, 222 
1941-52 --| 127, 739, 378 | 110, 787,797 | +16, 951, 581 
} 
Total 





156, 736, 437 156, 922, 078 185, 641 






















‘Includes approximately $1,500,000 per year depreciation charges each year since 1946. Estimated 
depreciation for prior years of about $12,000,000 was not charged to direct expense for each year but 
charged directly to the net worth account, 


(See p. 2 358. ) 
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TRAFFIC 


Senator Eitenper. I presume that quite a large percentage of the 
traflic that is now borne by the road is Army; 

Mr. Nucxer. Definitely. 

Senator E.tenper. Your biggest customer is the United States 
Government ¢ 

Mr. Nucxer. That is correct, 

Senator Corpvon. Mr. Tudor, are you familiar with the report on 
the operation of Alaska Railroad made by the General Accounting 
Office ¢ 

Mr. Tupor. I have glanced at it, but I am not familiar with it in 
detail. 

Senator Coropn. 
over it? 

Mr. Tupor. I will do that. 

Senator Corpon. I note from my own reading of it, it has been 
highly critical of some features of the operation, and I believe you 
should go over it carefully, and it may be that a discussion with those 
who made the investigation will be helpful. It was in that report 
that criticism was directed at what was deemed to be a wasteful han- 
dling of the surplus rails as they were taken up. 

Mr. Tupor. I may say, sir, that we are looking at the management 
of that railroad very critically at the moment. 

Senator Corpon. Senator Dworshak ? 

Senator DworsHak. Mr. Secretary, I recall a few years ago when 
it was pointed out that the railroad might not be rebuilt completely 
to Seward that it was proposed some road be provided. Was that 
built ? 

Mr. Tupor. That road was built, I went over it about 10 days ago. 

Senator Dworsnaxk. Does that not provide transportation facilities 
for Seward? 

Mr. Tupor. For Seward, yes, but it will not serve the railroad. 
In other words, your railroad now insofar as its civilian traffic is 
concerned has no outlet. Unless a connection is made the traffic 
that comes to Seward by truck will continue by truck. Your railroad 
is without one of its essential links. 

Senator DworsHak. How much of the gross percentage of the 
business of the railroad originates at Seward ? 

Mr. Nucker. About 50 percent. 

Senator Dworsnak. In other words, the civilian requirements are 
about the same as the military ? 

Mr. Nucker. That is correct, sir, with this qualification. Through 
the port of Seward there is shipped material to contractors working 


is it not ? 









You will at an early opportunity 





carefully go 
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for the Army, material which comes through on commercial bill of 
lading. 

Senator DworsHak. They do not handle that through Whittier ‘ 

Mr. Nucker. They do not. 

Senator DworsHakx. Whiy is that so/ 

Mr. Nuckxer. The Army handles military traffic through Whittier, 
that is traflic coming over through military shipment. Commercial 
traffic, commercial bill of lading material, comes through Seward. 

Senator DworsHak. Who supervises that, is responsible for that 
policy ¢ 

Mr. Nucxker. The military determine that material which comes 
through Whittier. 


rTRUCK TRANSPORTATION 


Senator Dworsuak. As I recall, a few weeks ago at a hearing of 
this subcommittee the General Manager, Mr. Johnson, of the Alaska 
Railroad, testified that the Army, and as I recall, other Federal 
agencies, were using trucks to transport freight instead of using the 
railroad. Did you hear that testimony ? 

Mr. Nucker. I heard that testimony. 

Senator DworsuaKk. Was it true? 

Mr. Nucker. To the best of my knowledge, it was. 

Senator Dworsnak. rer is that with a federally owned railroad 
that we have Federal agencies that prefer to use trucks instead of 
the railroad ¢ 

Mr. Nucker. I have no knowledge of the extent of trucking used. 
There is a condition in which trucks could prove more valuable to 
the military as a shipping medium than ships and rail in the event 
of, shall I say, perishables of certain kinds. The milits ary have also 
had, Senator, a strong desire over the years to make certain that 
there are trucking facilities available in Alaska to act as additional 
transportation media in the event of an emergency. 

Senator Dworsuax. We have spent many millions of dollars for 
highways, I do not know why you would not have ample highways 
now. Between what points is truck transportation more desirable 
than rail? 

Mr. Nucker. I cannot say more desirable than rail, I will point 
out that truck transportation in the past prior to the completion of 
the Seaward-Anchorage Highway, has come into Alaska for the past 
several years at the Port of Valdez, which is here, and from Valdez 
then by road to Fairbanks. 

Senator DworsuaK. Are you talking about Government freight? 

Mr. Nucxer. I am talking about Government freight, sir, and 
some commercial freight. Prior to the use of Valdez, military 
freight came by truc ‘k originally when they were developing this 
transportation system by way of Haines through to Fairbanks. 
Prior to that time in the very initial phases and very costly tr: anspor- 
tation, more experimental than practical, military material came in 
over the Alean Highway. 

Senator DworsHak. I am not interested in that part of the area 
I would like to know if you have any plausible reason why the Army 
engineers or other Federal agencies prefer to use trucks operated by 
private enterprises instead of patronizing the railroad owned by 
the Government. 








2344 INTERIOR DEPARTMENT APPROPRIATIONS, 1954 


Mr. Nucxer. Sir, I should not like to answer that question for the 
Army or the other Federal agencies concerned. 








LACK OF AGENCY COORDINATION 





Senator Dworsuak. I should think we ought to coordinate. If I 
am concerned with anything, I am concerned about whether the 
Engineer Corps knows we have a military, and whether the military 
knows we have an Engineer Corps, and whether they k, ow that we 
have a Navy, and whether all three know we have a railroad in 
Alaska. I asked Colonel Johnson if he knew that the Government 
operated and owned a railroad in Alaska. He said he thought 
they did. 

I do not know whether we can rely on that. Where should we go, 
to China or some place to find out why there is a lack of coordination 
between the agencies in the Territory ? 

Mr. Nuckxer. The Alaska Railroad has talked numerous times with 
the Army concerning the shipment of goods into the Territory. 

Senator Dworsuak. Then why do you have to rebuild this rail- 
road? 

Mr. Nucker. One, truck traffic, and I am now paraphrasing military 
thinking, truck traffic cannot handle the type traffic that rail can 
handle. Mass movement cannot be effective by truck as it can be 
by rail and large bulky articles cannot be handled by truck. 

Senator DworsHak. How did we get through World War IT? 

Mr. Nucker. We had difficulty in World War II. I was not in 
Alaska at that time; I was in China. The Japs did land goods here 
in the Aleutians. For a considerable time there was worry because 
of the supply line. The logistic support in Alaska was not considered 
to be adequate to the difficulty they saw coming up the chain. 

Senator Dworswak. That is one reason why we wasted a lot of 
money on the Alean Highway, to build that? 

Mr. Nucker. Yes. 

Senator Dworsuak. I recall about 10 years ago this agitation 
started to rebuild the railroad between Portage and Seward. I do 
not like to dispute my good friend the Secretary because I am sure 
he understands those problems better than I do, but I am wondering 

right now when we are trying to cut down on Federal spending 
at the request of the President and while we have a serious war in 
Korea, and while we are considering the necessity of reducing the 
budget for the armed services, creating a lot of furor and controversy, 
whether it is the appropriate time to : ask for funds to accomplish this 
particular rebuilding project. 































ESSENTIALITY OF PROJECT 










Mr. 


time ? 


Mr. Tupor. Yes, sir; I can tell you why I think it is essential at this 
time. The Alaska Railroad from Whittier north is in pretty good 
shape. The section from Portage down is in bad shape. 

Senator Dworsnax. I have been over it. 

Mr. Tupor. It must be rehabilitated shortly or be abandoned. It is 
hazardous to operate. 


Secretary, can you tell me why it is deemed essential at this 
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Senator Dworsnax. But you said there are no military movements 
originating at Seward ? 

Mr. Tupor. No, but there is a lot of contractual material coming 
in there destined to the military. 

Senator Dworsnak. Do you think it would be an insuperable dif 
ficulty to request those responsible for our military policy using and 
directing the port of Whittier to permit contractors dealing with the 
Government to use those facilities for Government activ ities ? 

Mr. Tupor. That might do for a short period of time, but on the 
whole it would be to the detriment of the Territory because there are 
not opportunities in Whittier for expansion. For example, the Stand 
ard Oil Co. of California has some facilities in Seward now. ‘They 
have advised us that the minute this is approved, if it is approved, 
that they will put another half million dollars in there, which is a 
necessary adjunct to the economy of the area. But 1 think that if 
this section of the railroad is not repaired we must abandon it, and 
then we do not have a good link to the south. 

Another question you bring up, and that is the balance or imbalance 
of the transportation of the railroad. That is something we are aware 
of. We do a know just what the situation is. While I was in 
Alaska I had breakfast and spent quite some time with General 
Atkinson, who is in overall command there 

Senator Dworsuak. Did you see Colonel Johnson, too ¢ 

Mr. Tupor. Yes, sir. 

Senator Dworsuak. So actually you are sure that the Army engi 
neers and the Corps of Engineers do recognize that we own and 
operate a railroad ¢ 

Mr. Tupor. No, sir; it was not the Army engineers in this instance 
that the problem is with. It is with the higher echelon, and that 
the Alaska Command, and that is why I talked to General Atkinson. 
There is a moveme ‘coal, for instance, up there which has nothi 
to do with the Army engineers. The purchasing agent there is the 
Navy for the Alaskan Command. So I talked to General Atkinson 
about it and urged him to review his program in Alaska to use the 
railroad to the maximum possible extent. 

I have also talked to Secretary McKay about the same matter, ai 
we propose to talk to the Assistant Secretary and Under Secretary of 
Defense. 

COMMENDATION 


Senator Dworsnaxk. I want to commend the Secretary and Under 
Secretary of the Interior for the aggressiveness in trying to call to 
the attention of the other Federal dé partments that we do have some 
problems in the transportation operations in the Territory. I want 
the record to show that you are deserving of commendation for you 
efforts in that line. 

Mr. Tcpor. Thank you. We do not have the answer yet, but we 
are aware of the prob lem, and we are going to do our best to get it 
straightened out. 

Senator DworsHak. You feel that right now it is essential. although 
this building project has been before us for at least a decade concerning 
Portage and Seward, that right now is the opportune time to spend 
$13 million on this? 

Mr. Tupor, It is an inopportune time to have to spend money, but 
I feel if it is not then that link will have to be abandoned. ~ 
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Senator Dworsuax. They have been telling us that for at least 10 
years. 


COAL TRANSPORTATION 


Senator Corpon. Mr. Tudor, it has come to my attention, and I 
have not any authoritative information on the subject with reference 
to this coal transport by the Navy, that they made some sort of con- 
tract to transport that coal by truck even though it parallels the Alaska 
Railroad. It occurs to me that if there is one commodity in the 
shining sun that ought to move on a railroad if it can move on a rail- 
road would be a bulk commodity, and particularly coal. What is the 
fact as to whether there is such a contract in existence now? Are they 
still transporting by truck, or did they ever transport by truck? What 
are the facts, and I ask both of you gentlemen about it, or anybody 
else that has information. 

Mr. Tupvor. May I give you some general information that I picked 
up and then ask my staff to give you details? I heard of that when I 
went to Alaska, and I specifically asked General Atkinson about the 
matter. His defense was that at the time the contract was let the 
Alaska Railroad did not have the equipment to handle the coal. He 
did assure me that that contract had either run out or was about to 
run out, and they could use the rail thereafter. 

Senator Corpon. Have you heard, and if so, did you discuss with 
him what has been rumored to me, that the contract was given to the 
truck operators with the thought that they could keep heat in the truck 
areas and keep the coal from freezing ? 

Mr. Tupor. No, sir; I did not discuss that detail with him. I amnot 
aware of it. Perhaps Mr. Nucker has information. 

Mr. Nucker. I have no information as to the technical reason for 

giving the coal business to the trucking industry. 

Senator Corvon. I am going to ask you to determine the fact. It is 
fantastic to me that any such thing should be done. If it has been 
done I think it not only ought to be known to you people who are in 
charge of the executive énd of this Government, but I want it as a 
member of the legislative end. 

Mr. Nucxer. May I comment on what I know, and then we can send 
additional information? A little over a year ago the military instal- 
lations in Alaska had in varying degrees of completion powerplants 
up and down the railroad. In ty} pical style of guessing how much coal 
would be needed to operate the powerplants and when the coal would 
be needed, there was a feeling developed by the military authorities 
that the Alaska Railroad did not have adequate coal cars to haul the 
coal that was going to be necessary. 

A contract then was let by the Navy with a trucking outfit to haul a 
specific number of tons during a particular period of time. 

Senator Corpon. Do you know whether the owner of the coal mine 
was also the owner of the truckline? 

Mr. Nucker. I think, sir, he was. I would have to develop that 
information. 

Senator Corpon. I want to say to you if you think he was, you must 
have had some information to that effect, and if you had any informa- 
tion to that effect you should have developed the facts a long time ago. 

Mr. Nucxer. This came to the Interior a fait accompli. The man 
who had the trucking operation owns sad mines in Alaska. The 
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reason I cannot answer you directly is that I Go not know whether he 
owned the mines from which the coal came or not. That I do not 
know. 

Senator Corpon. Well, there is no crime so far as I know in a man 
owning a coal mine and a trucking operation, but any time you are 
dealing with a man who is selling the coal and dealing with the same 
man in connection with transportation of the coal if there is an alter- 
nate method of transportation, then every man should be charged with 
great care and caution in any contractual arrangement that he makes. 

Mr. Nec KER. But the Alaska Railroad, sir, did not have any con- 
cractual relations with the individual concerned. 

Senator Corpvon. I am not interested in who had it; I am just in- 
terested in whether it was had. 


COAL-HAULING CONTRACT 


Senator DworsHak. Who made the contract ¢ 

Mr. Nucxer. It was made by the Navy. The Navy handled the 
coal purchasing. 

Senator Dworsuak. Maybe the Navy is not aware of the fact that 
we have a Government-owned railroad in Alaska. That will make 
four of them, 

Mr. Tupor. May I point out that the Navy is the purchasing agent 
for the Alaska Air Corps. 

Senator Corpon. I presume we are going to have to go into another 
division of the executive department as far as the present chairman 
of this subcommittee is concerned because we do not know what the 
facts are. If it is the Navy and the Navy is at fault, let the record 
show it; that is one way of stopping it. 

Mr. NUCKER. Incidentally, the contract is not now in effect. 

Senator Dworsuak. How long a period has it been running? 

Mr. Nucker. I think it ran 8 months or a year. 

Senator Corvon. In any event we have a railroad from Seward to 
Portage that you have personally inspected, Mr. ‘Tudor, you having 
a background and a distinguished background “ie the field of engi- 
neering, and it is your judgment that either 1 or 2 things should 
be done, either rehabilitate the railroad so as i make it adequate for 
its purpose and safe for its employees and others who travel on it or 
abandon it? 

Mr. Tupor. Yes, sir; and I recommend the former. 

Senator Dworsuak. Is it not true, Mr. Secretary, that prior to 
World War II the railroad operated with a deficit each year? 

Mr. Tupor. I cannot answer that. 

Senator Dworsmak. Is that right? 

Mr. Nucxer. Essentially true. 

Senator Dworsuak. Only when we were engaged in World War II 
or when there has been abnormally heavy traftic, the Government 
operating its own railroad, that the railroad does operate in the black ? 

Mr. Nucker. Essentially that is true. Since World War II the 
civilian population has grown, and the civilian traffic has grown tre- 
mendously on the railroad. The best evidence of that is that prior 
to 1941 the maximum revenue in any 1 year was $1,750,000. Since 
that time the railroad has increased until this year it will do better 
than $18 million. 
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Senator Dworsuak. Without Government war business, defense- 
inspired business, it is unlikely, though, that the Alaska Railroad will 
operate without a deficit ; is that true? 

Mr. Nucker. I would have vo agree. 

Senator Dworsuak. Notwithstanding that fact, you feel it is im- 
perative that we rebuild this section between Portage and Seward in 
order to provide another subsidized service for the people in that area ¢ 

Mr. Nucxer. In terms of the fact that Whittier is not thought ca- 
pable of carrying the tonnage now going into Alaska and the Army’s 
firm belief that the port of Seward is necessary from both a strategic 
as well as a standby security measure, I believe that the Seward- 
Portage line should be rehabilitated. 

Senator Dworsuak. The port facilities at Whittier cannot be ex- 
panded to take care of this additional freight ? 

Mr. Nucker. Not sufficiently. That is the firm belief of the people 
up there. 

Senator Dworsuak. Why is that true? 

Mr. Nucker. Because of the very nature of the town of Whittier, 
lying in a gorge you just have no place to go to expand. 


HIGHWAY USE 





Mr. Tupor. May I add one point to this discussion which I think 
may be pertinent, and that is the possibility of substituting the high- 
ways for the railroad. That is not good in Alaska. There is a period 
of a month or 2 months in the spring, for example right now, when 
the bottom goes out of those highways, and they must use them under 
restricted conditions. They are using them under half-load conditions 
how. 

Furthermore, the heavy material must go over the rails, or those 
roads would be pounded to death. They are excellent highways, but 
still there is a problem. 

Senator Dworsaak. We poured millions into railroads and high- 
ways, and now to take care of an alleged defense need which we recog- 
ize exists in the Territory, but I wonder how long we can continue to 
dump these funds into the Territory without having an understanding 
by the Federal Government in its integral parts that there is some 
obligation to try to make these investments pay out instead of making 
contracts in inefficient ways and discouraging the operation of these 
facilities in Alaska. 

L hope that the Secretary and Under Secretary of the Interior will 
be more realistic in approaching these problems. 

Mr. Tupor. We are aware of that, sir, and we think our particular 
problem is coordination with defense. 

Senator Corpon. Any other questions, Senator Dworshak ? 

Senator Dworswak. No. 









USE OF FUNDS 





DURING CURRENT YEAR 








Senator Cornon. We have one other item, and that is the extent to 
which this amount of money is made available is essential in this com- 
ing fiscal year. Mr. Tudor, considering the lateness of the year, the 
fact that it will still be some time before this appropriation can be 
made available, the necessity of making contracts—I am making the 
assumption that this type of work will be done under contracts—what 
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is your view as to whether as a practical proposition it is necessary at 
this time to ap propriate this full amount of $6,535,000 for either ex- 
penditure or obligation in the current year? I would like to have your 
views on the matter, having in mind tha it there is a very short season 
in much of Alaska at least for construction, as to whether you can 
spend this amount of money and spend it efficiently and get a dollar’s 
worth for a dollar, as much as you would expect to get in Alaska 

Mr. Tuvor. Senator, may I comment on that and then ask for more 
details from the staff? First, this program has already been divided 
into two parts with that thought in mind, money for this year and 
money for the next fiscal year. I should say that item A, $4,435,000 
for rails and rail fittings is of top priority because we can place orders, 
we know that that rail general) is avilable in 2 or 3 places in the 
country now. 

We should place those orders and get that rail en route to Alaska. 
We can pl: 6 that this year very largely. Similarly the bridges, 
trestles, culverts, and tunnels, that is work that we can do on the 


ground, particularly on the tunnels up there now. That should 
ahead. 


The roadway buildings, I think they could be deferred for another 
year. Item D, the shop and enginehouse facilities, they have not been 
usable for several years, and to defer them another year would not be 
a catastrophic event. 

Senator Corpon. Let us not rest this on catastrophic results, but on 
good judgment. In view of the necessity for getting at this job, and I 
assume that it is expected that as rapidly as you can get the necessary 
supplies you will go to work on the railroad and that among other 
things you can do some ballasting, and that sort of thing, this year ? 

Mr. Tupor. That is right, sir. 

Senator Corvon. As a result of that it would appear to me that you 
will have a period of time in which even the present tonnage over the 
railroad may be somewhat interrupted in movement. 


DEFERRED PROJECTS 








Mr. Tupor. No, sir; we will keep the railroad operating and moving 
the tonnage along. It has to be done under traffic. 

Senator Corpon. You do not need the equipment under D? 

Mr. Tupor. C and D could be deferred without any hazard, without 
any danger to safety. Communications could be deferred, too. How 
ever, I woul | urge th: at the e nginee r ing for the dock not be deferred 
because that work must be done in antic ipation of construction. 

Senator Corpon. Is that not a pretty sizable amount for engineering, 
$382,000, to design a dock? , 

Mr. Tt DOR. Yc our foundation problem is going to be of some conse- 
quence there. 

Senator Corpon. Did you check the figures ? 

Mr. Tt DOR, I am looking here at the estimated cost of dock. W hich Ss 
something over $4 million, and this is less than 10 percent. So I 
would say that it is not out of line. 

Senator Corvon. I will take your judgment as an expert, and I am 
not even an amateur. 

Any questions ? 
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ARMY ENGINEER ACTIVITY 


Senator Dworsuak. It is a little hazy in my mind, Mr. Secretary, 
whether the Army Engineers Corps, with which you have be en. affill- 
ated in the past, have : anything to do with railroads in Alaska as far 
as construction is concerned. Do they? 

Mr. Tupor. No, sir. 

Senator Dworsnax. Then T think the chairman would recall that 
when we developed this question when the superintendent of rail- 
roads was before the Interior Appropriations subcommittee, it was 
pointed out that he had disposed of some scrap, including rails, to a 
junk firm which subsequently sold those rails to the Army engineers. 
Why would the Army engineers be purchasing used rails if they have 


nothing to do with construction or operation of the Alaska Railroad ? 
Mr. "Tupor. I cannot answer that specifically, but I can categori- 
cally. The Army engineers do build railroad spurs and reclassification 


yards and storage y ards on milit: ary installations, and they may have 
used them for that purpose. 


Senator Dworsuak. Any construction on the main line is under the 
supervision of the Department of the Interior ? 

Mr. Tupor. Yes, sir. 

Senator Corpon. Thank you, gentlemen. The Chair is advised that 
several statements have been submitted for the record. Such state- 
ments will be inserted. 

(The statements referred to follow :) 


BUREAU OF RECLAMATION 


STATEMENT OF SENATOR FRANK A. BARRETT 


Mr. Chairman and members of the committee, in the House committee report 
on the 1954 appropriation bill the following statement was made: 
“* * * The committee’s concept of a project is not that the Missouri River 
Basin project, for example, is a single project, but rather a group of individual 
projects each one of which should be specifically authorized in legislation. 

“It is the committee’s feeling that future requests for project authorizations 
and appropriations should include project justifications, cost allocations, and pay- 
ment schedules based on a separate economic justification for each individual 
project.” 

Certainly each reclamation project proposed for authorization and for con- 
struction should show estimated benefits equal to or exceeding the estimated 
costs for each purpose of the multiple-purpose project. However, under present 
conditions, irrigation projects need aid from power developments to help pay the 
costs of the irrigation features that exceed the ability of the irrigation water 
users to repay. Therefore, I hope that the House committee’s statement that each 
request for project authorization and appropriation shall include project justi- 
fications, cost allocations, and payment schedules based on a separate economic 
justification for each individual project, is not interpreted to mean that each irri- 

gation development or unit must be segregated to stand on its own so far as 
repayunent of the reimbursable costs is concerned and cannot be combined with 
a power development in order that those reimbursable costs of the irrigation 
development that exceed the ability of the water users to repay, can be allocated 
for repayment by excess power revenues. 

The Missouri River Basin project was specifically authorized by acts of Con- 
gress (in the Flood Control Acts of 1944 and 1946) on the premise that all of 
the irrigation and power developments in the basin were combined into a single 
project and that the excess power revenues were to be used to help repay those 
costs of the irrigation developments that exéeeded the ability of the water users 
to repay. Construction has proceeded for certain units on this basis. It would 
not be fair to change the rules suddenly, in this way, for it would preclude the 
development of irrigation in other areas of the basin where the construction has 
not yet been initiated. In my State of Wyoming, none of the irrigation units of 
the authorized Missouri River Basin project have been placed under actual con- 
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struction, but in other States some of the irrigation units of the project actually 
are constructed and in operation. It is unthinkable that the rules would be 
changed in such a manner that future irrigation development in Wyoming would 
be impossible. 

If Wyoming is to develop irrigation to use its portion of the waters of the 
Colorado River system, which are allocated to the State under the provisions 
of the Colorado River Compact, it must be done through the use of excess power 
revenues of the potential Colorado River storage project to help repay the re 
imbursable costs of the potential irrigation developments that exceed the ability 
of the water users to repay. For in this basin, as in the Missouri River Basin, the 
reimbursable costs of the potential irrigation projects exceed the ability of the 
water user to repay, although the national benefits of these potential irrigation 
projects do exceed the national costs of development. This same situation pre 
vails throughout practically the entire West. 

It appears that the House committee is desirous that the reclamation program 
proceed on a sound basis, but it is not possible to proceed on a sound basis unless 
adequpate funds are provided for project investigations. Therefore, I urge that 
the House cuts in the allowances for Missouri River Basin project invesigations 
(phases B and C) be restored, for a great deal of planning is needed for this 
project. I urge also that the House cut in the general investigations item be 
restored to the full amount of the revised budget. The general investigations 
program in Wyoming needs to be expanded, not contracted, for much invesigation 
remains to be completed before sound plans can be presented to the Congress for 
authorization of many of the potential projects that can be developed in the 
Green River and Yampa River in Wyoming for use of the State’s share of waters 
of the Colorado River system. 

Although we need to economize wherever possible because of the huge budget- 
ary requirements of the Government, resulting from the international situation, 
it seems to me that it is false economy to try to save through reduction of ap- 
propriations for investigations. The needs for development of western water 
resources are so great that projects will be authorized and placed under construc- 
tion whether adequate plans are made or not. When this happens, some losses 
always occur through false starts or poor plans that could have been avoided if 
adequate plans were made before hand. 


BUREAU OF RECLAMATION, MISSOURI RIVER BASIN PROJECT 


STATEMENT BY SENATOR ANDREW F. SCHOEPPE!I 


Three important Reclamation units of the Missouri River Basin project are 
now under construction in Kansas, exclusive of the Cedar Bluff Dam which is 
substantially complete. The three now actively under way are the Kirwin Dam 
on the North Fork of the Solomon, the Webster Dam on the South Fork of the 
Solomon, and the Bostwick irrigation unit along the Republican River. 

These three units are each well under construction and sufficient funds are 
necessary in this bill to complete them at an orderly and economical rate. The 
Kirwin and Webster Dams are 2 of 6 structures planned to control floods in the 
Smoky Hill River Basin which has been a big contributor to Kansas floods. The 
Bostwick unit is the first substantial irrigation development in Kansas under the 
Missouri Basin plan. 

KIRWIN UNIT 

This dam was placed under construction in 1952 and is about 25 percent com- 
plete now. It will have a reservoir capacity of 315,000 acre-feet, of which 220,- 
000 is for urgently needed flood control. I understand allotments have already 
been made for this unit amounting to $5.8 million and that practically all of this 
amount will have been used by the end of this fiscal year. It will require a 
minimum of $6.5 million to carry on construction in fiscal year 1954 so that the 
dam can start storing water the following year. This Kirwin unit was one of 
the initial stage units authorized in 1944 by Congress-and I do not feel we can 
afford to have it slowed down or stopped in any uneconomical or wasteful 
fashion. I can report that construction costs have been very favorable to date 
and that the dam may be completed at considerable savings over the estimated 
cost appearing in the budget. The amount needed for this unit has been reduced 
to a minimum and all of $6,500,000 will be needed to carry on construction at an 
economical rate, 
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WEBSTER UNIT 
The Webster Dam was Started in November of 1952 as the fourth dam in the 
Smoky Hill Basin. I¢ will add 200,000 acre feet of storage to flood retention in 
the basin and has a total capacity of 271.700 acre-feet capacity including irriga 
tion storage. Only $1.5 million has been made available for this dam to date 
and the House has allowed $5,000,000 for use on construction in fiscal year 1954. 
The dam is scheduled for completion by the end of 1955. The tremendous floods 
in the Kansas River Basin have fully demonstrated the need for these dams for 
flood control in addition to their valuable irrigation benefits. I hope the com- 
mittee will see the need for this minimum amount to carry on the work under way. 


BOSTWICK DIVISION 


The Bostwick irrigation unit will use the water in the now completed Harlan 
County Dam on the Republican River to irrigate some 27,390 acres in Nebraska 
and 62,000 acres in Kansas, Construction has been under way for several years 
in Nebraska and J understand land will he irrigated there next year. 

I am particularly interested in the work under way in the Scandia area in Kan 
sas where a repayment contract has been executed by the Kansas-Bostwick Lrri- 
sation District for $3.5 million covering about 40,000 acres. The second sec- 
tion of the Courtland Canal and the Kansas section of the Courtland lateral 
system are needed to start Serving this area and funds for this purpose are in 
this fiseal year 1954 bill. The revised budget request for the entire Bostwick 
division is $4,183,571. of Which $1,393,000 is for the Courtland Canal and only 
$100,000 is for the laterals in Kansas. This will delay any irrigation in Kansas 
until 1955 or later at a time when the irrigation district is anxiously awaiting 
water. 

The construction of these irrigation works in Kansas has been long delayed 
by a needed revision in the irrigation laws in Kansas affecting the formation of 
an irrigation district and the execution of a repayment contract with the Govern- 
nent, Now this has been accomplished, As explained to this committee by 
Mr. Ward Douglass, secretary of the Bostwick Irrigation District in Kansas, at 
least $1,750,000 additional is needed to expand the laterals from the Courtland 
Canal for the Kansas lands. Mr. Douglass explained that the wet cycle of the 


last few years is now a dry cycle and these lands are urgently in need of irriga- 
tion to avoid serious losses, 

I am hopeful that this committee will find it possible to increase the Bostwick 
allowance by at least $1,750,000 so that the Kansas laterals ean go forward 
without further costly delays, 


BUREAU OF RECLAM \TION, GENERAL INY ESTIGATIONS 


STATEMENT OF Hon. WAYNE N, ASPINALL, OF CoLorApDO, Berorr Senate Invertror 
APPROPRIATIONS Sup OM MITTEE 


Mr. Chairman, I wish at this time to make only a short Statement concerning 
the proposed status of investigative funds for the Department of Interior as 
provided for in the appropriation bill now under Study by this honorable com- 
mittee to join with Senators Johnson and Millikin, of Colorado, in urging this 
committee to carefully weigh the impact a sustained cut in these funds would 
have on the development of the West. 

It is to be admitted that proposed cuts by the House in investigative funds are 
predicated upon an amount which will allow just enough investigational activi- 
ties to cover projects which will be allowed in the Interior program for the fiseal 
year, On the face of it, this is a most acceptable arrangement. It seems to me, 
however, that it misses an important point of what is being cut to fit what— 
that is, how the cloth is being cut to form the pattern. <A better approach to this, 
as I see it, is to maintain the basic investigations even though a smaller 
construction and development program is planned. I think there are several] 
reasons for doing this, but I Shall take time to mention only a few. 

First, it seems to me that cutting out basic investigation programs chops up 
the development program into parts which may not fit. Seldom are projects 
built without having some impact upon some other developments either existing 
or contemplated, and in many cases, the smaller projects are but a part of a 
riverwide or even a basinwide program. To ignore these several parts is to 
ignore some of the components of a whole plan. If these developments are 
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to be economic, then the broad pattern must be known and mapped out so that 
one piece does not get ahead of another. This applies, in my own district, to the 
Animas-LaPlata project and the South San Juan project. These projects are 
all a part of the larger program of development of the upper Colorado River 
storage projects and to leave them dangling is to leave the pattern incomplete 

In addition, they bear a close relationship to other projects in the same area 
involving the same rivers and watersheds. Even if it is contemplated that thes« 
projects are not to be built immediately, the basic investigation on them should 
be finished so that an overall pattern of development may be complete out of 
which the most vital projects may be picked and developed 

Another consideration which should not be forgotten is that our present 
prosperity may not be permanent. Taking the assumption that a down turn 
may occur in the level of economic activity, then it is important to have on hand 
and “on the shelf” planned projects in the field of public works. This activity in 
depressed times has a dual benefit; it allows development to occur while prices 
are lower and activity at a low ebb and also provides a means of stimulating the 
general level of activity by its demand for labor, equipment, and manufactured 
items. 

Lastly, I mention the fact that it is not good business to leave something only 
partly completed. Presently, the Bureau of Reclamation has in the various 
regional and area offices, a skilled and going operation of investigation proce- 
dures. In some areas, like the Animas-LaPlata area, hereinabove mentioned, 
the basic investigations are nearly completed for that area. It seems less than 
good business to lay off these well qualified people who are acquainted with the 
area and its peculiarities when at some future point it will be necessary to 
reestablish the office and seek new personnel to finish the job It would seem 
much wiser to finish the general investigation so that the whole pattern might 
be established and then a smaller holding agency could utilize that information 
as the basic framework for future activity. 


SOUTHWESTERN POWER ADMINISTRATION 
SUPPLEMENTAL STATEMENT OF ELECTRIC COMPANIES IN NORTHWEST MISSOUR 


May 27, 1953 
Hon. Guy CORDON, 
Chairman, Interior Subcommittee, 
Appropriations Committee, United States Senate, 
Washington, D.C 


DEAR Mr. CHAIRMAN AND MEMBERS OF THE COMMITTEE: In view of your com- 
mittee’s earnest attempts to learn the facts as to the adequacy of service t 
rural cooperatives in the absence of a continuing fund, the four undersigned 
companies supplemented their statement filed with your committee on May 13, 
1953 as follows: 

Approximately 97 percent of the requirements of the seven distributing coop- 
eratives which are members of N. W. Electric Power Cooperative, Cameron 
Mo., is supplied by the undersigned companies at 21 points of delivery, dispersed 
throughout the area served by those cooperatives. We attach hereto a copy 
of Plaintiff’s Exhibit No. 25 admitted in evidence in the case of Kansas City 
Power & Light Company et al v. Chapman et al, listing these points of delivery 
together with the demands and energy deliveries at each point of delivery fér 
the year 1951. Since that time the demands and energy deliveries have in 
creased, but no additional points of delivery have been established or requested. 

The remaining 3 percent of the cooperatives’ requirements is supplied by 
municipal systems at 8 delivery points 

Any statement tending to create the impression that these cooperatives can 
not be served by company lines can only arise from a distortion of language 
with intent to confuse the record 

Yours truly, 
KANSAS City Power & Lieut Co., 
W. H. Porter, Vice President 
Sr. Josepu Lieut & Power Co., 
D. A. MerrirreLcD, Vice President. 
Missourt Puspiic Service Co 
RicHARD C. GREER, Vice President. 
Missourt Power & LicuT Co., 
J. D. James, Vice President. 
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STATEMENT OF ELEx rRIC COMPANIES IN NORTH WES'1 MISSOURI 


May 12, 1953. 
To COMMITTEE on APPROPRIATIONS, 
Subcommittee for Interior D¢ 


‘partment Appropriation 8, 
United States Senate : 


SPA is serving no cooperatives, municipalities or other 
west Missouri today, either directly or indirectly. No person in 
Missouri will be deprived of, or swifer curtailment of, electric service 


of the continuing fund or any other appropriation asked by SPA. 
signed companies now serving customers in northwest Missouri, 


northwest 
by denial 
The under 
which customers 
ion cooperatives, have ample power resources 
that service without interruption or curtailment 
ution cooperatives and municipalities in the area request- 


include all rural electric distribut 
and reserves and will continue 
to all persons, distri} 
ing electric service. 


KANsas Crry Power & Lian’ Co., 
St. Josern Ligut & Power Co., 
MIssourI Pur.ico SERVICE Co., 
Missourt Power & Lieut Co. 


—_—_ 


FISH AND WILDLIFE SERVICE 


House or REPRESENTATIVES, 
Washington, D. 0., May 29, 1953, 
Hon. Guy CorpDoN, 


Chairman, Interior Subcommittee, 
Interior and Insular Affairs Committee, 
United States Se nate, Washington, D. @. 


My Dear Mr. Cu MIRMAN : An appropriation of $3 million is provided for inves- 
tigation of resources in the Fish and Wildlife Section of the Interior Depart- 
nent appropriations bill as passed by the House of Representatives, It is my 
belief that careful consideration by your subcommittee may indicate the desir- 
ability of restoring the amount originally requested and recommended by the 
Budget Bureau, which is $4,103,000, 

The various services Which are carried on by the Department unde 
ire extremely important to the Fish and Wildlife Service, and 
to those of us throughout the United States who be 
exploitation of the hatural resources of our 
ing industry is one of the most 


‘r this item 
particularly 
lieve that the protection and 
country are paramount. The fish- 
important in our Nation and one that deserves, 
perhaps, more attention at this time than it ever has had in the past, because 
of the increasingly aggressive competition it is experiencing from foreign fish 
exporters 

Of particular importance to 
decrease in appropriations for 
of the past and 


the people of the Pacific 
Pacific salmon research. 
prospective construction of power 
the Columbia River and its tributaries 
order to preserve and maintain the 
tions which help to presery 
tremendous incre 
ment has foun: 


Northwest is the $44,000 
As you know, because 
and reclamation dams on 
much experimental work is required in 
hatcheries, fish ladders, and other installa- 
e the annal fish runs on the river. Because of the 
aise necessitated by these dams in hatchery activ ity the Depart 
l it necessary to spend a considerable amount of research on the 
feeding and disease contro] activities there. If the $44,000 decrease in the 
much of this work will have to be suspended, 
Investigations of red salmon runs of Bristol Bay and Karluk Lake will | 
hecessarily stopped also, as well as the operations of the research 
Fish. These projects are particularly important to the 
try of Alaska. Data has been accumulated in the past, which will lose its con- 
tinuity and therefore be of greatly decreased value hereafter, 
The $2 


25,000 decrease in allocations to the Western Fishery Disease I 
and the $20,000 decrease in ¢ 


House bill is not restored, 


e 
vessel Sable 
red salmon canning indus- 





aboratory 
atory will 
0 facilities, which, as stated above, 
fishing industry of the Northwest. 


allocations for the Salmon cultura] labor 
Seriously hamper the operations of these tw 


are becoming increasingly important to the 


customers in north- 
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The $34,000 decrease in allocations to the salmon nutrition laboratory will render 
this new half-million dollar facility impotent for the work for which it was 
designed. I am informed that the anticipated complement of from 8 to 10 
people will have to be reduced to 1 or 2 and that work proposed there will 
be almost entirely suspended. 

I am sure that your studies have indicated to you the great imports nce of 
these various research and development projects of the Fish and Wildlife Service, 
and I respectfully suggest that your subcommittee restore the appropriation to 
$4,103,000. 

Sincerely yours, 
JACK WESTLAND. Member of Congress 


BONNEVILLE POWER ADMINISTRATION 


UNITED STATES SENATE, 
COMMITTEE ON PUBLIC WORKS, 
Vay 28, 1953 
Hon. Guy Corpbon, 
Chairman, Senate Interior Appropriations Subcommittee, 
Senate Office Building, Washington 25, D.C. 


DEAR SENATOR CoRDON: I urge your committee to restore reductions made in 
funds for electric-power generation and transmission facilities in the. Pacific 
Northwest and throughout the Nation. Stretching out or halting such develop 
ment is not true economy, since investment and not expenditure is involved 
There is urgent regional and national need for the development of all possible 
low-cost power. 

In June 1952, the President’s Materials Policy Commission directed this 
Nation’s attention to the urgency of developing an abundant supply of low-cost 
energy for national security. It found a need for at least 260 percent expansion 
of electricity output by 1975. It advised that there is need for all the develop 
ment possible by both Government and private utilities. The Commission spe 
cifically called for “early action” in the Columbia River area, “where major 
projects already have been planned and which are among the best sites remaining 
to the Nation for developing hydro power in the low-cost range.” 

“Shortages of electricity and rising real costs could impede economic growth; 
they could throttle national effort in event of war,’ the Commission told us, 
adding: 

“Since construction of electrical facilities requires considerable time, the Com 
mission believes that the dangers can best be minimized by expanding generation 
capacity and establishing interconnecting transmission lines between system and 
areas in peacetime.” 

While I am aware that the major reductions in the budget for generation 
facilities in the Pacific Northwest are made in the Army civil functions budget 
and have urged their restoration—I am concerned with the reduction of Bonne 
ville Power Administration budget from approximately $55 millions requested 
by former President Truman to $38 millions in the bill passed by the House, 
and the wholesale elimination of transmission facilities 

I have received a great many protests from my constituents on all of these 
reductions and particularly with respect to elimination of funds to complete 
the Klamath Falls transmission line (budget item 130) and the $1 million re 
duction in budget request of $2,010,000 for the Coos Bay area service (budget 
item 132). The Klamath Falls power transmission line situation is especially 
disturbing because it is my understanding that the Bonneville powerline has 
been extended 80 miles in essentially complete condition from Redmond to 
Chemult, Oreg. Chemult is approximately 80 miles from Klamath Falls. Fur- 
thermore, I have been told that clear title to the Chemult-Klamath Falls right- 
of-way has been acquired by the Bonneville Power Administration; that the 
right-of-way has been substantially cleared; that necessary materials have been 
delivered to construction points along the right-of-way. When a project of this 
importance has been developed to such an extent, it seems to me that the stoppage 
of construction would constitute an outstanding example of false economy. 

Also, with respect to budget item 130 I have been informed that the Mark 
Hanna Co. has worked out an arrangement with Federal defense agencies fo 
the development of nickel ores at Nickel Mountain. Now that the construction of 
the Mark Hanna plant is getting under way, it is necessary that power facilities 


32224—58—pt. 2 78 
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for energization coincide with the beginning of operations in the plant. The im- 
portance of this phase of budget item 130, as it relates to our defense effort, is 
quite obvious. 

The proposed reductions in power-development budgets are, of course, a part 
of a regrettable policy of freezing public power development and re-signing the 
field to electric power monopolists who seek to bring back scarcities and high 
rates. Failure to continue development of the great Northwest power system as 
rapidly as possible, without net cost to the Government, will not only retacd or 
deny proper development of the area, but it will deny cur Nation productive 
energy and strength at a most critical period in history. 

Sincerely yours, 
WAYNE MORSE. 


(The information given below relating to comparison of rates, is in 
answer to Senator Ellender’s questions on p. 2340.) 


COMPARISON OF CHARGES, MILITARY VERSUS CIVILIAN 
PASSENGER 


Rates in Alaska are same for military as for civilian. Rates are: 6 cents per 
mile one way; 4 cents per mile round trip. 

Rates for military in States are same as for civilian except when in large 
movements or trainloads, then a 10-percent reduction is made. States’ rates: 2% 
cents per mile one way ; 2144 cents per mile round trip. 

Special rates are made to military personnel on leave and when paid for by 
traveler. Alaska and States’ rates, same. Furlough: 214 cents per mile one way; 


» 


2 cents per mile round trip. 
FREIGHT 


Military and civilian basic rates are the same. 

Military traffic moves on local rates. 

Most civilian traffic moves on proportion of through rates. 

These rates are higher for the civilian as they include longshore and terminal 
interchange costs. Military performs own longshore and furnishes own termi- 
nal service. Actually, therefore, rates are the same, as these factors offset each 
other. Military can load all commodities including less carload freight in a 
single car and receive a class A rate for a minimum carload of 30,000 pounds. 
They perform all loading and unloading, and commodities lower than class A 
take the lower rates applicable. 

Civilian has a greater commodity section but does pay more on less carload 
but pays same on carload. The higher cost for less than carload is because it 
may not be mixed to make a carload rate, however, since the volume of carload 
freight is six times greater than less than carload, this rate difference is not of 
importance. 


Example: Comparison of rates after deducting increment for longshore and termina} 
cost from the civilian rates 


[Per 100 pounds] 


Rates via A. R. R. 

States— 
Commodity nT oe aaa 
Military Civilian 


Less carload: Average " $0. 84 $1. 21 
Carloads 
Groceries and canned goods 84 

Fresh meat 84 1. 25 

Lumber ‘ 26 26 

Iron or steel articles ~ MM 84 
84 
25 
42 


| 
84 | 


Machinery not otherwise specified 84 . 80 
Petroleum in tank cars . 25 20% 
Plasterboard . 42 . 30 


! This is possible because of billing instruction whereby the Army is allowed to ship class A and higher 
freight at class A rates on a shipper load and count basis. 
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(The following letter was received after the hearings were closed :) 


UnITep STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF TERRITORIES, 
Washington 2), D. C., June 3, 1958. 
Hon. Guy Corpon, 
United States Senate, Washington, D. C. 

My Dear SENATOR Corpon: I am fofwarding herewit) the information on the 
surface and air transportation systems of the Trust Territory of the Pacific 
Islands and on the number of Micronesian employees at each district center 
which you requested at the appropriations hearings on May 26. Information on 
buildings and passenger-carrying vehicles is being obtained from Honolulu and 
will be forwarded as soon as received. 

Sincerely yours, 
WILLIAM C. STRAND, Director. 


Arr SERVICE 


Air service is currently provided out of Guam to each of the district centers: 
Koror, Yap, Truk, Ponape, and Majuro. Service is once weekly to each center 
with the exception of Majuro, which is fortnightly. The westerly trip out of 
Guam stops at Yap and Koror. The easterly flight serves Truk, Ponape, and 
(every 2 weeks) Majuro. Four PBY5A aircraft are currently providing the 
service. The 3 crews have been reduced to 2 and it is intended to utilize only 
6 planes. Distances in airline nautical miles between the points served are as 
follows: Guam to Yap, 450; Guam to Koror (via Yap), 704; Guam to Truk, 562; 
Guam to Ponape (via Truk), 989; Guam to Majuro (via Truk and Ponape), 1,715. 


SURFACE TRANSPORTATION 


Surface transportation for the trust territory is currently provided by 2 AK’s 
(capacity 4,800 tons each), 4 AKL’s (capacity 250 tons each), 1 auxiliary 
schooner (now being readied for service), and 1 ocean-going tug (also being 
readied for service). These ships are operated by Pacific Micronesian Lines, Inc., 
under a cost-plus-fixed-fee contract. 

The AKL’s, the schooner, and the tug constitute station vessels for the dis 
tricts (Koror, Yap, Truk, Ponape, and Majuro). As such they operate out of the 
district center, making field trips to the various inhabited outlying islands in each 
district. A list of the islands visited in each district is attached. Such trips 
are being made every 2 to 3 months to take district administration personnel on 
official business and to transport cargo and deck passengers to and from the 
district center or between islands of the district. Such trips are also accom- 
panied by representatives of local trading concerns and missionaries. The 
oceangoing tug will also be used to tow fuel barges to the various district centers 
from Guam. Substitution of schooners for the AKL’s is planned and will result 
in considerable economy of operation. 

The two AK’s are utilized as interdistrict vessels. As such they carry cargo 
between Guam and the five district centers. Because of substantial transship 
ment costs at Guam and because no commercial service is available, these ships 
also make voyages directly from the district centers to Japan. The savings in 
transportation costs thus achieved bring to the islanders a greater return for 
their products and greater value for the few dollars they have available to spend 
Freight rates are charged for all cargo at prices which are considered comparable 
to those that would be established if commercial shipping were available. 

To the greatest extent possible these vessels are manned by Micronesians. This 
not only provides employment in an area of limited economic opportunity but also 
provides the islanders with valuable experience which will assist in their even 
tually providing more completely the needed transportation services within the 
trust territory. There is no intention of making voyages with these Micronesian 
crews to commercial ports of the United States. 
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Field trips 
Population 
lays’ duration 


Pubi 
Merir 


Koror 


Potal 


Yap district 


Faraulep 
Satawal 
Lamotrek 
Elato 
Ifalik 
Woleai 
Eauripik 
Sorol 
Neulu 
Yap 


Total 
3. Truk district 
(a) Southeastern trip (8 days’ duration): 
lruk (Moen 
Nama 
Losap 
Namoluk 
Ssatawan 
Etal 
Lukunor 
r'ruk 


Total 
(bh) Northwestern trip (12 days’ d 
Truk (Moen 
Pulusuxk 
Puluwat 
Pulap 
Namonuito 
Nomwin 
Mu 


duratior 


’ district 
Northern trip (12 « 
Majuro 
Aur 
Maloelap 
Mejit 
Utirik 
Ailuk 
Likiep 

W otic 
Majuro 


Potal 
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Marshalls district—Cor 
hy We rn tri 
1 


> 27> 


bed ot et ad bed bed og 


Vumober of Micronesian employees at cach district « 
Koror 

Yap-_- 

Truk 

Ponape 

Majuro 

Interdistrict (at Truk) 


Total 
(Whereupon, at 10: 15a 
was closed.) 


. Mm., Wednesday, June 3, 1953. the hearing 
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Kalispell, Mont____- ; 

Mountain States Power Co., Mont 

MeNary Dam, Oreg.-Wash__-_~- 

Nickel Mountain, Oreg__-_ 

Norway, Oreg ‘ ; soni t i ae 

Oakridge, Oreg__--- i Abita ; 1902, 1903 

Redmond, Oreg_-_~- Sal elds Bi tk 1775 


Santiam, Oreg__- ier . cde, OO. Cae 
The Dalles, Oreg., to supply Harvey Machine Co., aluminum 
manufacturer__ , det cbebtiececkls bin didntikalan: EN, One 
Timber, Oreg ae non Tt des oe. Fa 
House cut, effect ‘ 2 762 
Statement —_ sca teiaeanaaeiel ‘ oe 762 
as é ; * ae: 984 
Valley Way, Wash., additions___- biancnctaau SO 6Ol. Cae 
Transmission lines: 
Alvey—Elk Head—Riddle—Nickel, Oreg., funds for, House cut, 
restoration requested____- 5 1892, 18938, 1895, 1897, 1905 
Big Eddy—The Dalles, Oreg. (Harvey Machine Co.) 
Bonneville Dam—Klamath Falls, Oreg . ._. 1774, 1776 
California Oregon Power Co., Elkhead—Nickel Mountain, 
4 a 747 
f i 2, 715 
Cireuits, special design ~~~ ‘ ge 719 
Funds for, House cut__-----~- ; hein dado 717, 720 
Effect on program eda ‘ é 718 
ee entiaeiaisensalipmmansiltdsinds ‘ ston Ea 
Columbia Falls service, Mont ; ns ._... 557, 707, T70 
Anaconda Copper Co. aluminum reduction plant 32 T70 
Funes ror, ooeee. Cit... SoU: ihe 770 
Coos Bay area service, Oregon, Nickel Mountain—Myrtle 
Point ; ‘ mada rae .. 548, 750 
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Nickel Mountain-California-Oregon Power Co. interconnec- Page 
tion, funds for, House cut, restoration reqnested 


1898, 1895, 1897. 
Eugene—Reedsport area service, Oregon 

NE 
Hot Springs, Mont. Spokane, Ww ~~ aa eae 
Idaho Panhandle: 


Bonners Ferry, Idaho—-Troy, Mont__----_- 


5, 763 
764 


icmp t pou, 706, Tl 


630, 633, 


634, 707, 984, 1654, 1746 
Newport-Sand Point-Bonners Ferry, Idaho -_.--_.._._._.._. 629 
Northern Lig ‘thts Electric Cooperative, cay aes 629, 


Private utilities, construction plans 
IE i ccincasncnteae 
Ilwaco-Long Beach, W ‘ash__- 
MecNary-—La Grande, Oreg 
McNary (Big Eddy)—Ross, Oreg__- 
MeNary, Oreg.—Walla Walla, Wash 


631, —, 634, 707 
oe 631 
769 

551, 705, 752, 794 
. 549, 705, 751 
704, 740 

704, 737 


Middle Fork—Willamette River projects, Oregon___.__ 555, 706, 765 
Agreement with Lane County Electric Cooperative.__.__ 765, 766 


Testimony, criticism 
House recommendation__..........____- 


Riddle—Coos Bay, “‘Oreg., “funds: requested for 
Riddle—Norway, Oreg 


Statement_ a a ee ae 


767 
765 
768 
1896 
1776 


Santiam—Albany—Alvey—Chemawa, Oreg._________- D48, 744 


Snohomish—Kitsap, W ash., submarine cable__ 
Proposed installation 

Southwest Portland area loop service 
Klamath Falls service, statement_ 
Power needed for Mark Hanna Mining Co. 


703, 72 725, 794 
721 

, 145 

sa 747 

(nic kel )- . som 
746, 747 


Tillamook County service, Forest Grove—Tillamook, Oreg__ 554, 761 


House cut, effect— 
en einen 
Willamette Valley service, Oreg_ catenevaientaaialbes 
Warehouse stock, funds for, House cut, partial 
quested 
Coos-Curry Electric Cooperatives: 
Consumers, demand, and increase, table_ 
Present service 
Request for power fac nn eee ae 
Funds for: 
Appropriations : 
Fiscal years 1944-5: 
Fiscal year 1953_. 
Budget estimates, 
House action, effect 
House cut, restoration requested 
By Northwest Public Power Association 


762 


762 


i ae er 


restoration re- 
779 


1894 


6s niet, TF 1896 


» 025, 714 
698 

1906, 2357 
SS 


National Rural Electric Cooperative Association statement____ 1736 


Obligations by objects, 1953- 
Question of legislation by appropriation 
Obligations by objects, 1953-54 


Generating facilities in Pacific Northwest, non-Federal__ 


55 


daeed 


1640 


oad 
1907 


Lane County, Oreg., Electric Cooperative, power facilities requested 1898, 


1902, 1904 


Middle Willamette project, Oregon, restoration of funds requested 
COE ncremnnnctdisid tbakdcinh ain Sbht ead adbbtin etl bleibt dink dBi aia die 1898, 1900 


Operation and maintenance: 
Communications system 
Funds for: 
Amounts available for obligation, 1953-5 
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Fiseal year 1953 , 31, 526, 527, 560, 592 


Budget estimates, 1954___ 31, 5 526, 527, 
Justification 
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Justification____- sil 
House cut, effect, statement 
House report “ 
Obligations by objects, 1953-54 
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General administration: 
Funds for: 
Appropriation, 1953 
Budget estimates, 1954__ 
Justification. ______ 
Restoration of House cut requested 
Justification_-_ a ‘ 
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Mail and Records Section duds 
Wage increases, request for__ 
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Contracts, amendment 
Contract discrimination, removal__ 
Comte... <i: iarevunecasthacasiece 
Customers, total - 
Types____- 
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Funds for: 
Appropriation, 1953___- 
Budget estimates, 1954__ 
Justification 
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Justification___- oh B> 
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Industries, curtailment order, effect .. 668, 669, 
Interest and amortization expense 


Northwest power pool Rae hae ee _.. 649, 658, 689, 696, 


Companies comprising_-__- nailed STE ) 
Costs — thd ddhcatianinaien 


Northwest U tilities ( ‘onference’ ( ‘ommittee ree if 650. 675. 


Peaking capacity, kilowatt , 
Policy changes__- — J i 


Power distribution by B P A, method 1 637, 639, 648, 
Objections________ 646, 652, 660, 673. 674, 
75, 676 


Powerloads, Pacific Northwest. : a2 
Power-requirement studies _____~_ d 
Power resources study._..........__.__... 
Power shortage, Government responsibility - 
Private utilities : 
Customers_-_—__- eS i 
Portland (Oreg. ) General Electrie Co____ 4 58 a 


6-41 
5&o 


lia 

DS4 
13 

660 


26 
=e 

120 
oF 


dal 

709 
712 
695 
677 
35 
697 
659 
661 

681 

532 
6S 
659 
678 


587 


590 
690 


640 
647, 


65 4, 668, 2242, 2244 


Invoice Sd mat 
Power distribution............. 


Power imports___.-_-~_- aka coe ; ee . 687, 


Purchase of power from ( ‘anada . 4 
Rates, discriminatory___._.____-- 


665 
538 
658 
657 


636 
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Surch: irges___ 638, 645, 646, 655, 666, 667, 670, 
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Oregon utility law, provision 
LARC, CD oon. on osteo boreetl 
Prorating, opposition to repay ment by Governme nt__ 
Reimbursement requested by customers____- 
Supplemental statement, Portland General Blectric 


Termination 


Rates, possible increase 583, 662, 681, 684, 


Retail, right of Government to control__ 
Repayment schedules 
Revenues, 1952 
Sales: 
Pertcentage 
To Aluminum Company of America 
To private utilities companies 
Standards, maintenance 
Steam plants: 
COCR ON ical denen debsidtin <td tdbbdes 
Absorption by BPA ii _ 673 3, 678, 680, 
Private utilities____ 643, 644, 656, 658, 662, 667, 
Substations required 
Surplus power, sale to Canada 
Waterflow, possible failure 


Program summary, 1953-4 
Transmission systems: 


Power, 


House report__-- 
Maintenance: 
Access-road maintenance 
Funds for: 
Appropriation, 1953__ 
Budget estimates, 1954 
Justification 
Restoration of House cut requested 
Justification 
Maintenance’ crews 4 
Materials, inventory__--—- 
Substations, maintenance 
System protection and control mi Lintenance 
Metering a 
Weea control......-..- 
Operation : 
Dispatching: 
Decentralization _.___- 
Duties__ ee 
Hiouse report oe 
Funds for: 
Appropriation, 195: 
Budget estimates, 
Justification 
Restoration of House cut requested 
Justification ___- 
Leased facilities___ 
Mileage : 
Operation standards and engineering_-_ 


Page 
673 
2241 
2239 
2240 
2238 
2237 


2240 


2244 
656 
686 

2242 
534 


537 


578 
584 
580 
561 


693 
691 
679 

581 
536 
635 


526 
601 
569 


526 
526 
H?PG 
709 
710 
564 


,, 563 
i, 574 
7, 568 


567 
562 


571 
574 


570 


526 
526 
526 
709 
711 
575 
535 


O17 


Subdispatching_-- -. 569, 573 


Federal, gain 


Sources, prospective... .-..--- J . 
Tools and equipment, funds requested for _ __ 559, 708, 777 


1907 
1908 
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Costs- 4 ‘ 594 


Distribution - s eiiaetalinahhantiiae a 3 ‘ 597 
High-voltage transformation, comparison with 1940 ; 595 
High-voltage transmission lines é : 7 599 
Repayment to Government i , 1571 
Eugene—Gold Beach, Oreg., maximum kilowatt demand__-_ 1894 
Funds for, House cut——- : _ 1570 
Growth, table baile 14 
Lane County Electric Coperative, Eugene, Oreg., contract 
with BPA . 1899, 1901 
Legality questioned- . ; ; ‘ .. 190] 
Montana lines, statement : . 1646 
Need 572 
Riddle—Coos Bay, Oreg : 1777 
Roseburg—Coos Bay, Oreg., voltage 


KF 


Federal Coal-Mine Safety Board of Review 
Appeals, handling 
Funds for: 
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Appropriation, 1953 


Budget estimates, 1954, supplement___ 
Justification 
Functions i 
Inspection orders__ 
Investigatory powers 
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Federal Security Agency, memorandum of understanding with Department 


OF AGPICNTUIRG 6 hens ceeenn—ae 
Fine Arts, Commission of 
Chairman’s statement____~- 
Funds for: 


2306 
76 


Amount requested. 
Appropriations, 1953 
Budget estimates, 1954 
Revised 
Justification 


i 
31 


2306 


2306 


POTD RI creche nisikh sn raveicbormleel ; Sececcenaaeel 7 2306 
Obligations by objects, 1954 : h 2306 
Personnel requested for_____-_- ae sittaaie 7 77 
Salaries and expenses, funds requested for . 75 
Travel, funds requested for____ . sae tes 77 
Workload 78 
Fish and Wildlife Service__.._________- 28, 34, 81, 129, 1337 
1408, 1542, 1645, 1649, 1787, 1803, 2031, 2075, 2121, 2313, 2356, 2305 
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Funds for: 
Expenditures, proposed: 
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Estimate, itemization_______ 167 
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Justification__- a 165, 177 
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i inetaintndeateincnettiienitaabiatintinncincimnintnpliinitetintpee itt elin ete 2123, 2127 
Fur-seal skins, sale__.__.______-_ a : 165, 175 
Radio communications, installation 

Administrative provisions : 
Aircraft, authority to purchase, language amendment requested__ 2139 
Justification 
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Maintenance cost, estimated. ee ee 
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LIE RR a RP ae 
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Funds for: 
Appropriation, 1953 x 
Budget estimates, 1954....-._.-._-__-___ 
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funds requested for 
Dingle-Johnson Act, State funds provided by__- 
Director’s statements__..___- 
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Funds for: 
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Appropriation, 1953_- 

Budget estimates 
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Page 

34 
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2121 
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resources, 
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> 
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ov, 
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1362, 1788, 1790 
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Funds for: 
Appropriation, 1953 
Sudget estimates, 1954 
House cut, restoration requested 
Revised program, 1954, justification 
River basin studies: 
Authorization and scope 
Funds for: 
Appropriation, 1953 baci Cy Rey Aen 
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‘Water and power classification, funds requested for, 
justification ‘ al i ta ell 
Funds for: 
Amounts available for obligation, 1953-54 
Appropriations : 
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Appropriations : 
Fiscal years 1944-53 
Fiseal year 1953 
Budget estimates, 1953-54 
Justification 
Obligations by objects, 195< 
Reduction 
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Indian Affairs, Bureau of—Continued 
Construction—Continued 
Irrigation systems: Page 
Colorado River Reservation, Ariz 912 
Funds for: 
Appropriation, 1953_ 32, 874, 876, 911 
Budget estimates, lf 53 54. 32, 874, 883, 911 
Justification é 911 
San Carlos Apache Tribe, Arizona, irrigation project: 
I ita i a a cia ees 912 
Picacho Reservoir, Ariz., amendment to supplemental ap- 
propriation bill, freeing funds thipaiemonein | Sue 
Purchase of nonreservation land requested 914 
Roads and trails: 
Funds for: 
Appropriation, 1953 ‘ 32, 874, 875, 911 
Budget estimates, 1953-54____- 874, 875, 883, 911 
Justification cel Ore; Sri 
Pine Ridge Reservation, 8S. Dak., ro 1ds, funds requested for... 2217, 
2218 
Creek Tribe, Oklahoma, tribal funds, payment: 
Administrative expenses requested 1701, 1702 
TORRE TEL cicincesetceien ae 
Crow Tribe, Montana, objec tion to si ale of lands for Yellowtail Dam__. 1704 
Federal support of Indians, possible curtailing__________ ‘ “ 937 
Fort Hall Reservation, Idaho, underground water 
Fort Totten Reservation, N. Dak., buildings, condition and possible 
disposal_- oe Saban Mei 891, 905, § 
Language ame ndme nt requested 
Funds for: 
Appropriation, 1953 
Budget estimates, 1953—54 
General administrative expenses: 
Additional personnel requested 
Employees, number 
Percentage of Indians 
Washington office__ 
Breakdown, table 
Funds for: 
Amounts availabie for obligation, 1953-54 
Appropriations : 
weal youre cana atente er 
Fiscal year 1953_--_- — _.. 33, 878, 879, 917, 972 
Budget estimates, 1953—-54_— osetia, Gi bt Ete. BIL, Goo. ots 
Justification _..._-- ad ; . 878, 963 
House cut, partial restoration requested - a eel 963, 972, 975 
Justification - a sacaeeeiia 963 
House report ee ; : ee a Reseed a - 963 
Obligations by objects, 1953—5 7 : 879 
Information office, duties____~- - - tl 918 
Washington office ie : 918 
Legal staff ; eine ape. oe Sees ee) ee 
Health, education, and welfare § services: 
Educational assistance, facilities, and services: 
Alaskan Indian schools, transfer to Territorial system __ . S94 
Boarding schools: 
Additional pupils...____---- caine 890 
srigham City, Utah, funds requested a 890 
Cut Bank, Mont., continuance requested____ 1644 
Fort Totten, N. Dak., funds for improvement lacking 
Funds requested for 
Oglala Sioux Tribe, South Dakota: 
Domitories, dangerous condition 
Facilities, operation by schoolchildren__- ; 
School dairy, cooling facilities requested_.__.___- 
Okmulgee, Okla., vocational facilities, expansion, funds 
granted by House___------ 891, 967 





SUBJECT INDEX 


Indian Affairs, Bureau of—Continued 
Health, education, and welfare services—Continued 
Edueational assistance, facilities, and services—Continued 

Boarding schools—Continued 

Pipestone, Minn., school___-~- _ 895, 898, 960, 969, 1547 
State legislature, hearings 

Riverside School, Calif., use for Navaho children 
Wahpeton, N. Dak., capacity 

California Indians, funds requested for 
Right to attend public schools 


Page 
, 1553 
Lod 
1600 
SO) 
1778 


1608 


California State contract 960, 965 


Day schools: 
Funds requested for 


SS] 


Indian pupils, absorption in public schools : 905, 921 


Funds for: 


5. S90 


Appropriation, 1953 32, S86; 


Budget estimates, 1953-54 32. _ 890. 901 


Justification 
State educational contracts, funds needed for 
Mission Indians, California, refusal of funds to 
requested 
State welfare laws, participation 
Navaho program, discussion 
Papago Tribe, Arizona, educational facilities 
School-age Indian children, number, table 
Vocational training, objection of Department 
Funds for: 
Amounts available for obligation, 1953-54 
Appropriations: 
Fiscal years 1944 : 
Fiscal year 1953 32, 864, S68, 
Budget estimates, 1953-54 32, 864, 868, 882, 
Justification 
House cut, partial restoration requested 
Justification 
House report 
Obligations by objects, 1953-54 
Reduction 
Hospitals, disease preventive and curative services: 
California sanitation law of 1929 
Funds for: 
Appropriations, 1953 
Budget estimates, 1953-54__ 
Justification 
Hayward, Wis., hospital, community operation : 
Papago Reservation, Ariz., clinic, elimination in House 
Wind River Reservation, Wyo., hospital, closing 
Maintaining law and order: 
Funds for: 
Appropriation, 1953 = 
Budget estimates, 1953-54 
North Star, Seattle, Wash.—Alaska ce 
Papago Indians, Ariz., health problems_- 
Program, reduction 
Training, placement, and relocation servic 
Funds for: 
Appropriations, 1953 ss 
Budget estimates, 1953—54 
Justification —- 
Reduction eine ~ 
Jobs secured for Indians in 1952 — oan 
Wage payments, discrimination against Indians_ 
Welfare and guidance services: 
Funds for: 
Appropriation, 1953__- 
Budget estimates, 1953-54 
Justification 


> 
oe 


S66 


SS] 


L606 
1607 
SYS 
925 
SOB 


965 


S64 


S6S 
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Indian Affairs, Bureau of—Continued 
Health, education, and welfare services—Continued 
Welfare and guidance services—Continued 
Minnesota Indians: Page 
Foster-home program . 898, 
899, 901, 969, 1547, 1549, 1550, 1551, 1563, 1567 
Funds for, State, matching by Government___--._.. 1560 
House program, effect__........-__-_- .--. 1552, 1553 
Present contract with State___ 900, 1547, | 1548, 15638, 1568 
Authority —_--- we 1548 
State legislature ‘hearings _ 1554, 1565 
Mission Indians, welfare assistance by State of California__ 1601 
Needy Indians, larger monthly grants requested for____-_ 896 
Hopi Tribe, Arizona-New Mexico: 
Settlement on Colorado River Reservation, Ariz. - 912 
See also Navaho-Hopi Rehabilitation Act. 
Johnson-O’Malley Act, provisions__...-....-__-_- ious i . 1610 
Klamath Tribe, Oregon, tribal funds_...___--_____ ee _. 1579 
Control by tribe, Cordon bill | 
Language amendment requested . 1579, 1581 
Opposition to use for loans___.._----- ceninaiieiiacsti = 1580 
Tribal budget, overruling by Indian Bureau “1 a BES 1282, 1283 
Use, council approval requested__________-~- ; a 
Minnesota Indians: 
FOR NS Tai gilintieiriswecdenibedenidtiinn eemmaas, 808, 899, 901, 969 
Contract with State lt aie 900, 966 
Pipestone school, proposed operation by eS eee 895, 898, 969 
Mission Indian Federation, San Diego, Calif ‘ : 1600 
Budget information, inability to obtain 1605, 1613 
Bureau wardship, discontinuance requested a -. 1602 
Califorina, State of, responsibility for Indians _ 1601 
Refusal of funds to Indian Bureau for California requested 1604 
Secretary's Office, “policy statement” tienen ve -- 1602 
Statement — load , aaenee Det Lous, 26a1 
Navaho-Hopi Reh: bilits ition Act: 
Appropriations, progressive sti memuincias ; 928, 929 
Expenditures, proposed_ ; re ae ae 910 
Program, partial deferment . 910 
Navaho Tribe, Arizona-New Mexico: 
Airstrip maintenance, funds requested for . 905, 911 
Children of school age ; colle ‘ ‘ 893 
- . si 922 
Reservation, absence of county lines_ oo 884 
Settlement on Colorado River Reservation, Ariz 912 
See also Navaho-Hopi Rehabilitation Act. 
North Dakota Indians: 
Fort Totten Reservation : 
Buildings, disposal, language amendment requested 
Conditions___— 905, 
Wahpeton school 
Oglala Sioux Tribe, South Dakota 
Heirship determinations requested 
Migrant labor problem 
School dairy, cooling facilities requested__._._....______ 
School dormitories, dangerous condition 
Tribal clerks, use preferred 
Papag 0 Tribe, Arizona : 


_. 926, 927 

Educational iti : 925 
Health pochtens TT alin cnnniaeiamentienat z 923, 926 
Papago Agency, statement ; 930 
PeTROI  Tn  oikcinnchetiodas apie ii : . 906 
Pine Ridge Reservation, S. Dak., roads requested for__ 2217 





SUBJECT INDEX 


Indian Affairs, Bureau of—Continued 
Resources management: 
Agricultural and industrial assistance funds for: 
Appropriation, 1953_ ae 
Budget estimates, 1953—54_ = ; 
Justification ___- - 
Buildings and utilities, repair and maintenance: 
Fort Totten, N. Dak., buildings, disposal, 
I. NOUN sox css cee csi is coe Stn cates 
Funds for: 
Appropriation, 1953 
Budget estimates, 1953-54_____--- 
Justification 


Fire suppression, funds for: 
Appropriation, 1953 
Budget estimates, 195: 
Justification 
Forest and range lands: 
Funds for: 
Appropriations, 1953____-- 
SJudget estimates, 1953—54__ 
Justification ; 
10-year leases, dissatisfaction_ 
Funds for: 
Amounts available for obligation, 1953 
Appropriations : 
Fiscal years 1944-53 
Fiscal year 1953 
Budget estimates, 1953 
Justification_ 
Denial requested, by California Indians 
House action 
House cut__-- eA 
Partial restoration requested 
Justification 
House report _--- 
Obligations by objects, 1953 
Reduction____- 0 io ; 
Indian arts and crafts, development, funds for: 
Appropriation, 1953 
Budget estimates, 1953—54- 
Justification 


Oe. 


Indian irrigation systems, operation, repair, and maintenance: 
Fort Hall Reservation, Idaho, underground water____ 


Funds for: 
Appropriation, 1953__....--- 
Budget estimates, 1953-54_______ 
Justification 
Indian trust property, management: 


Additional personnel needed___.-.--________ 


Funds for: 
Additional funds requested____-_ 
Appropriation, 1953_....._---- 
Budget estimates, 1953-54__________ 
Justification.___._____ 
Indian Bureau responsibilities_______ 
Indian lands: 
Heirship status_____-_ oiadatekeesahaen 
Possible amendment of act 
Payment for____-_ 
Oil leases___- : bi. 2B 
Personnel, adequate, lack____-__ 


of 1910 


language 


54 Z 32 


.. 32, 869, 
82, 869, S70, 902, 
870, 902, 


amend 
32, 869, 872, 

32, 869, 872, 907, 

872, 907, 


Page 
S70 
961 
961 


908 


907 
962 
962 


907 


2, 869 


32, 
__ 82, 869, 901, 
869, 901, 


"« 


S68, 873. 


, 868, S69, 873, 960, 


869, 


903, 
960, 
960, 
960, 961, 


32, 869, 


i : 32, 869, 
32, 869, 871, 903, 
a eee 


872, 
906, 


169, 872, 


90? 
902 


901 
961 
961 
904 


S68 


873 
961 
961 
960 
1608 
961 
971 
961 
970 
9G0 
SOS 


19 


S6Y 
962 


Y62 


903 


871 
962 


962 


906 


907 
906 
962 
962 


882 


S86 
S88 

92 
ae 


S87 
SSS 
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Indian Affairs, Bureau of—Continued 
Resources management—Continued 
Roads and trails, repair and maintenance: 
Funds for: Page 
Appropriations, 1953 etree 32, 869, 871, 904 
Budget estimates, 1953-5 . 82, 869, 871, 904, 962 
TORII . ntinstnbindelbow tee isnacbemedppegiinainent 872, 005, 962 
Navaho Reservation, Ariz.-N. Mex., airstrip maintenance, 
funds requested for 911 
Soil and moisture conservation : 
Cooperation with Bureau of Land Management. _-____--~- S 902 
Pavorable reaction DY INGIANG ec ccincsimccicieniennwcccs cesses 902 
Funds for: 
DERSOREAIIORE: TOO 6c cet eb nition lemreteee . 82, 869, STO 
Budget estimates, 1953-54 32, 869, 870, 902 
Justification 902 
House allowance 
Weed control : 
Funds for: 
Appropriation, 1953 32, 869, 
Budget estimates, 1953-54 32, 869, 873, 908, 
Justification 873, 
Halogeton control 908, 
San Carlos Apache Tribe, Arizona, irrigation project : 
Gent ten Sei on ois kid scedd raidicie ge danis eld stndsciaitingcccane 
Pichacho Reservoir, amendment to supplemental appropriation 
bill, freeing funds___-_ 913 
Purchase of nonreservation land requested 914 
Secretary's Office, “policy statement” 1602 
Tribal funds: 
Creek Tribe, Oklahoma, payment of administrative expenses 
requested____- 1702 
General Accounting Office ruling 1579 
Klamath Tribe, Oregon : 
Control by tribe, Cordon bill_-_: 1583 
Language amendment requested 1579, 1581 
Geecsition: te Obs Tor ONGC EE i sicnidoced enidoaiicis.._.... 1580 
Tribal budget, overruling by Indian Bureau 82, 1583 
Use, council approval requested 1581 
Wind River Reservation, Wyo., hospital, closing___ ; 889 
Interior Department : 
Administrative Assistant Secretary’s statement 2220 
Administrative previsions : 
Aircraft, breakdown of assignment 2221 
Consultants, employment 2228 
Authority for 
Language change requested 
Limitation on services 
Total amounts paid to, 1950-52 2229, 223: 
BPO CORTE cnn bee: Lapoetis loeb 22% 
Boulder City, legislation to incorporate 2233 
Motor vehicles : 
menplecoment.. curtailment... 260) skip Lk. 2220, 2221 
Table of vehicles meeting criteria 2224 
School buses, replacement 2224 
Use under adverse conditions.....0.-..-.004~_...________ 2223 
Appropriations, 1953, compared with original and revised estimates 
for 1954 30, 36 
Budget, departmental, modification 2,3 
Secretary’s statement__..________ 1 
Information services, additional funds requested for___- 2235, 
Limitations on, effect on accounting costs___ . 2236 
Personnel, total a on : q : D 292 





SUBJECT INDEX 


L 


Land Management, Bureau of 3. 31, 40, 521, 803, 1777, 2030 


Administrative personnel 
Administrative provisions : 
Motor vehicles: 
House report —- : 
Number requested 
Request for authority to buy 
Justification 
Statement of proposed obligations for purchase and hire 
Associate Director’s statement 
Cash receipts : 
Distribution, 1952, statement - 
Construction : 
Access roads: 
Blowdowns, effect on road construction 
Charge for 
Costs ; 
County road committees 
Funds for: 
Appropriations: 
Fiscal years 1938-52 


Fiscal year 1952, reimbursement from timber-sale 
proceeds oe 
Fiscal year 1953__- 


Funds for: 
Amounts available for obligation, 1953-5 
Appropriations : 
Fiseal years 1951-53 
Fiscal year 1953 
Budget estimates, 1953-54 
Justification : ss 
Obligations by objects, 1953-54 
Funds for: 
Appropriation, 1953 ate 
3udget estimates, 1954_ saad 
Other contractual services, items included 
Transfer, from other agencies 
Management of lands and resources: 
Cadastral survey: 
Funds for: 
Appropriation, 1953___-._--~_~- : ; ; —— = % 
Budget estimates, 1954__.--_______ 31, 804, 806, 
a a naam 
National defense surveys___- 
Surveying timber areas 
Fire suppression : 
Costs of program 
Funds for: 
Appropriations, 1953 31, 804, 


Page 


S10 


842 
845 
SOS 
843 
SOU 
S09 
823 


S26 


Budget estimates, 1954 31, 804, 8 


Justification 
Request for 
Forestry : 
Denuded areas, replanting. _- 
Funds for: 
Appropriations, 1953 
Budget estimates, 1954__ 
Justification 
Oregon and California revested grant lands: 
Acreage 
Administration, costs ail at sat 
Dependence of sawmills on O. and C. timber 
Government suit to forfeit 
Grant to railroad 
Jurisdictional problem 


82224—53—pt. 280 
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Land Management, Bureau of—Continued 
Management of lands and resources—Continued 
Forestry—Continued 
Timber, sales: Page 
I a cencmaieaabumesnieitme 857, 860 
Effect of storms = nes 855 
Douglas bark beetle 855 
Forest Pest Action Committee, 356, 862 
Fiscal year 1952 854 
Green timber 855 
; 856 
, 852 
Funds for: 
Ce nr a shea epamiien tie 843 
Amounts available for obligation, 1953-54 803 
Appropriations: 
Fiscal years 1944-53 808 
Fiscal year 1953 31, 803, 804 
eae er “CURT ONNRR as seers Se deen Sicha 804 
Budget estimates, 1954 31, 803, 804 
OI 8 Sis ec Bede As ES ee er S04 
House report___.___--- ; 840 
Obligations by objects, 1953-54 808 
Restoration of House cut requested 840 
Justification . 840 
General administration: 
Funds for: 
Appropriation, 1953 . 81, 804, 807 
Budget estimates, 1953 JF. $1,804, 807 
Justification é . 807 
Legal staff 837 
Personnel ___ : ni : ; 837 
Table - 838 
Land use and disposal: 
Additional personnel requested 829 
Funds for: 
Appropriation, 1953 804 
Budget estimates, 1954 804 
Justification SO+ 
State selections 829 
Lease and disposal of mineral resources: 
Additional personnel requested 827 
iss Se i tet neces tnmenennes 27 
Applications, new, 1940, 1944, 1948, 1952, chart 824 
Cases processed : 
Fiscal years 1950-54 821 
Fiscal year 1952 ‘ 818 
Statement 820 
Desert Land Act, administration 816 
Idaho underground water supply case . 817 
Funds for: 
Appropriation, 1953 804 
Budget estimates, 1954 804 
Justification 804 
House cut, partial restoration requested 826 
Requested by Department, 1952 820 
Mineral Leasing Act 825 
Oil and gas leases, number 816 
Oil and gas rentals: 
ND eccrine 823 
O-and- ene: nemeaties. a06 505565652... oun SE ne R21 
Receipts 823 
Other -recel pte: :<2- cee --------- 825 
Maintenance of physical facilities, tunds for: 
Appropriation, 1953__ 31, 804, 807 
Budget estimates, 1954 31, 804, 807 
Justification 





SUBJECT INDEX 


Land Management, Bureau of—Continued 
Management of lands and resources—Continued 
Management of grazing lands, funds for: Page 
Appropriation, 1953_..._.._._......~--~- ¢ , 31, 804, 805 
Budget estimates, 1954_...._.._--___-_-- eats 31, 804, 805 
Justification ——- ala hit ts . 80 
House cut, partial restoration requested j . ane 831 
Range reseeding, House cut, restoration requested 521 
Squaw Butte, Oreg., experiment station: 
Activities comes : 33 
Funds for: 
Appropriation, 1953___ . voshil = 807 
Budget estimates, 1954_ 
Justification__ 
Soil and moisture conservation: 
Cooperation with Bureau of Indian Affairs— 
Cooperative agreements___- 
Funds for: 
Appropriations, 1953 aa 31, 804, 806 
Budget estimates, 1954___-_- 31, 804, 806 
Justification______- - ad 806 
Granted by House__ ais ; smiiaotl 832 
Weed control: 
Funds for: 
Appropriation, .1953 7 
Budget estimates, 1954_____ 
Justification 
Halogeton program 
Method of control___ ae cs : we 
Natural resources, administration by Bureau, responsibility._.__.___- 
Transfer, to Forest Service, proposed___—- 


Opposition, by Conference of Western Senators_- 


M 


Mines, Bureau of 26, 33, 220, 795, 1095, 1268, 1655, 1784, 2031, 2079 
Administrative provisions: 
Motor vehicles: 
Request for authority to purchase imei tiatin iilemeianian 233 
Statement of proposed obligations for purchase and hire 23: 
Conservation and development of mineral resources___- sl ia 26, 
33, 220, 234, 795, 1095, 1268, 1784, 2079 
Cooperation with Geological Survey___---- ‘ ani 201 
Fires in inactive coal deposits, control: 
Funds for: 
Appropriation, 1953____.._._-~- 
Budget estimates, 1954_- Seanad 
Revised program, justification.___.____~_ 
Fuels: 
Coal: 
Coking coal, reserves, study___--_ 
Funds for: 
Appropriation, 1953 
Budget estimates, 1954 
Revised program, 1954, justification 
Helium, funds for: 
Appropriation, 1953 33, 
Budget estimates, 1954_ a 
Justification 3 adc 223 
Petroleum and natural gas: 
Cooperative agreements, with private companies___._.... 1124 
Funds for: 
Appropriation, 1953__-_- nephaia . 33, 221 
Budget estimates, 1954___- 33, 221 
Laramie, Wyo., petroleum experiment station____ 801, 802, 1270 
Cooperation with other agencies ... 802, 808, 1273, 1274 
Funds for, restoration requested___ aaa .. 1268, 1269 














XXX 











































































































































































































Mines, Bureau of- 

Conservation and development of mineral resources 
Continued 
Petroleum and natural gas 


Fuels 


Continued 


SUBJECT INDEX 


Continued 


Continued 


Laramie, Wyo., petroleum experiment station 


Government 


investment 


Operating funds, 1949—53___ 
Personnel : 
Purpose and functions 


Work on Wyoming black oils 
Need for research, eastern United 


Va., 


Ww. 


station 


Revised program, 1954, justification 
Synthetic liquid fuels: 


Coal: 


Bruceton, Pa., 
Coal hydrogenation, single-stage method 


House appropriation 


plants: 


Increase requested 


Fischner-Tropsch 


ment 
Separation 


notices 


process, 


catalyst 


Page 


Continued 


1115, 1120, 


1268, 1269 
1270 
12 
- 1272, 127: 
12 


1269, 


States, Morgantown, 


1128, 


- 221 


o~ | Sea 
1111 


20S) 


develop 


Gorgas, Ala., underground gasification of coal 


Louisiana, Mo., demonstration plants 


Continuation of experiments supported 
Funds for defeated in House 
Funds not requested for 


Ammonia facilities, operation 
Coal-hydrogenation plant 


Fischner-Tr 


opsch plant 


Funds for closing requested 


Government 


investment 


1111 
1110 
1112, 
1125 
1125 
1126 
1112 
1102 
1116 
1102 
1108 
1108 
1103 


1113, 


1101, 


Leasing, to private industry, procedure, state- 


ment 


Through Army, problem 


Monthly 


operating 


cost 


1106 
1107 
1109 


Original use, by armed services, aS ammonia 


plant____- 


Proposed sl 


Personnel, 


Reversionar 


Transfer to Interior Department 


1utdown_. 


y clause 


Morgantown, W. Va., plant: 


Residual oil, imports, 


Coal 
method — 


hydrogenation, 


26, 257 


termination ‘ 
Reversion to Army, language change suggested 


one On 


1103 


» 208, 209, 262, 263, 795 


high-pressure 


Funds for restoration requested 


1113, 1118, 1120, 1121, 1122, 1784, 2080, : 


Results 


achieved, 


economy... 
New buildings for 


Separation 


Funds for: 


Appropriation, 1953 


notices 


Budget estimates, 1954 


House Ss nettle 
Partial restoration requested 


eut 


Oil shale: 


As source of oil 


Laramie, Wyo., shale-oil research plant and 


tory: 


Funds for, House cut __-- é 
Restoration requested_..... 797, 1112, 1113, 2080 


effect 


on 


1109 
. 1104, 
1105 
1117 
1104 


gasification 


icbnm Sane 


national 


effect on coal industry 


1115, 


1113, 1120 


263 


labora 


796 


SUBJECT INDEX 


Mines, Bureau of—Continued 
Conservation and development of mineral resources—Continued 
Fuels—Continued 
Synthetic liquid fuels—Continued 
Oil shale—Continued Page 
Operating funds, 1948-53 1270 
Personne! - 1271 
Purpose and functions .- 1271, 1273 
Research, importance 796, 1099 
Statement, by Laramie Chamber of Commerce 798 
Rifle, Colo 
Oil-shale mine: 
Funds for, House cut 
Restoration requested 
Mining costs, reduction 
Shale-oil demonstration plant: 
Funds for: 
House cut - 795 
Fenton amendment restoring 796, 
1095, 1097 
Retention requested___- ; 1098 
Work, prospective termination ‘ 1112 
Research, unwillingness of industry to continue LODO, 
LO9S, 1099 
Plants . 255, 256, 257, 261, 266, 795 
Standby operations, funds voted by House for_- ; T97 
Revised program, 1954, justification ; ‘ ace 
Funds for: 
Amounts available for obligation, 1953-54 220 
Appropriations : 
Fiscal years 1944-53 es , ; a 228 
Fiscal year 1953 . 33, 220 
Budget estimates, 1954 . 33, 220, 234 


Revised .__.. 2081, 2089 
House cut, partial restoration requested__ ___. 2081, 2089 
Justification_____- ; 2082 


House report E can ae 
Reduction ’ oH 
Minerals and metals Seoake 33, 220, 267, 2080, 2086 
Ferrous metals and alloys: 
Cobalt, discussion 
Funds for: 
Appropriation, 19538 
Budget estimates, 1954 
Manganese, discussion 
Funds requested for 
Revised program, justification 
Tunesten, discussion 
Funds requested for 
Funds for, House cut, effect 
Partial restoration requested 
Inventory and exploration program 
Mineral program : 
Mineral research, unclassified : 
Funds for: 
Appropriation, 1953 . 33, 226 
sudget estimates, 1954__ : ee 33, 226 
Program ~_- SA ; : ; a 273 
Revised 1954, justification : 226 
Nonferrous metals: 
Funds for: 
Appropriation, 1953__ 33, 224 
Budget estimates, 1954__- ’ ae 33, 224 
Revised program, 1954, justification 3 . 224 
Titanium program ___-_- : , 268 
Zirconium program__._----~~~- a re : 246, 270 





XXXII SUBJECT INDEX 


Mines, Bureau of—Continued 
Conservation and development of mineral resources—Continued 
Minerals and metals—Continued 
Nonmetallic minerals: 
Funds for: Page 
Appropriation, 1953 2 33, 225 
Budget estimates, 1954___. ‘ 33, 225 
House cut, partial restoration requested 2088 
Asbestos program 272 
Revised program, 
Construction : 
Funds for: 
re rttttitendutlreeredinnde Gnesi tne : 
Budget estimates, 1954 
Proposed use _____~-_-- 
Laboratory facilities, new: 
Appropriation, 1953___ 
Budget estimates, 1954 
EL ha, I a ee 
Minneapolis, Minn., pilot plant, deferme nt 
Revised program, 1954, justification._._..._.._ ~~~ Sncarelicl 
Laramie, Wyo., alumina plant sneccne 1G, 2000 
Agreement with Monolith Portland Midwest Co ___._--_-.-__ 1656 
Conveying plant to private industry saenioet/ ee 
Language change requested ‘ 1656, 1657, 1660 
Funds allowed by House 
Synthetic liquid fuels: 
Appropriations : 
1944-53 ; 32 
1953 
Budget estimates, 1954 
CERO Git I ieda sheen eee <n ere 
aor 0 SRC, Gianliadeneeente one 
Funds for: 
Appropriation, 1953 
Budget estimates, 1954_____-_-__. 8 
House cut, partial restoration requested____. suiiiierecients emcee 2079, 2085 
ee Ey eo ais enee aeeeenan te aeddinta orapaiaianenoe 2234 
Paid employees, April 30, 1953 2235 
General administrative expenses: 
Administrative equipment, funds requested for 2090 
Communication service, funds requested for 2090 
Funds for: 
Appropriations: 
Fiscal years 1944-53 : 
Fiscal year 1953 34, 232, 2085 
Budget estimates, 1954 34, 232 
Revised__ 2085, 2089 
House cut, restoration requested 2081, 2085, 2089 
Justification : 2085 
House report _ 7 an + 
Obligations by = 1953-5 232 
Proposed use 235 
Personnel : 
Property management, increased, funds requested for 245, 248 
Reduction, necessitated by House act 2090 
Regional offices, increased, funds requested for. 249 
Washington office, increased, funds requested for____. 242 
Health and safety: 
Coal-mine inspections and investigations: 
Funds for: 
Appropriation, 1953 4 3, 228 
Budget estimates, 1954 228 
New inspectors authorized 250 
Training__ * 254 
Revised program, 1954, justification 5 228 
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Mines, Bureau of—Continued 
Health and safety—Continued 
Explosives and explosions testing and research : 
Funds for: 
Appropriations, 1953 
Budget estimates, 1954_.__._.------ 
Revised program, 1954, justification 
Funds for: 
Amounts available for obligation, 1953-54 
Appropriations: 
Fiscal years 1944-53 
Fiscal year 1954 raat . 33, 
Budget estimates, 1954 33, 230, 235 
Obligations by objects, 1953-—54-~-_ 23 
Reduction__ __~ 
Investigation of acc idents and resc ue work : 
Funds for: 
Budget estimates, 1954 
Appropriations, 1953__~-~- 4 
Revised program, 1954, justific ation 


N 
National Park Service____- . 27, 34, 285, 619, 1127, 1645, 
Appropriations, revenues, ‘and. visitors, 1933-54, pines 
Administrative provisions : 
Motor vehicles: 
House report___-_-~- iniheaaaie be 
Passenger cars, mileage survey oe asian | Ca 
Proposed obligations for purchase and hire, statement 3829 
Replacements requested______ ¥ -- 2117, 2119 
Summary of mileage and age of ve shic les__- bentipars BAA SLRS 
Request for authority to purchase_____~- Satee ... 329, 2120 
a Sa ee Terns ee s as sable 311 
Construction : 
Buildings, utilities, and other facilities: 
Carlsbad Caverns National Park, N. Mex., funds requested 


2120 


Funds for: 
Appropriation, 1953__..------ 
Budget estimates, 1954____--_- 
xrand Canyon historical collection, Arizona building for. : 
Grand Teton National Park, Wyo., funds mOeroreee for_ 318, 3 326 
Revised program, 1954, justification_ ; elt 
Yellowstone National Park, Mont. -Utah-W yo., tourist 
cilities _.__- . : biteansi aii 324 
Costs, total program Se ee eens 
Director’s statements_____._.__---- -iiecancadailiasin 304, 2032 
Funds for: 
Amounts available for liquidation of contract authoriza- 
tion Lite 2uiaiiiisiinaetiaaypaiiess _. 300,314 
Amounts available for obligation, “1953 eiianinaat —_ 295 
Appropriation, 1953 ‘ aan 34, 25, 296, 300 
Budget estimates, 1954_______- 34, 295, 296, 300, 313 
House appropriation, increase requested a ‘ 2102 
Justification ee 2103 
ND Frais et necchachasiseaed eae 2108 
Obligations by projects, 1953—f 54. sidimebis 300 
Lands and water rights, acquisition: 
Condemnation proceedings, Federal, opinion of Bureau 
ess ds ceca ilies Raeabdaaeaetinns . _ . 2106 
Department of Justice manual___- sais a ee 2107 
Funds for: 
Appropriation, 1953 , pinnae ey ae 
Budget estimates, 195 . ‘ ..._.. 34, 299, 320 
Denied by House_____-~- : Se 


a 
» 32 i 
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National Park Service—Continued 
Director’s statements—Continued 
Lands and water rights, acquisition—Continued 
General land acquisition : Page 
Budget estimate, 1954, revised, justification a 299 
Funds requested for 320 
Independence National 
vania: 
Acquisition of land, funds requested for 
Budget estimate, 1954, revised, justification___ 
Revised program, 1954, justification . 
Language modification requested sai 785, 2105, 2110 
Water rights: 
Budget estimate, 1954, revised, justification e 299 
Parkways: 
Baltimore-Washington Parkway, Md.—D. C.: 
Budget estimate, 1954, revised, justification______- 
Funds requested for paving__-.--~~~- 
Liquidation of contract authorization___-_ 
Personnel coat thiieetiiitacnnnhes iain Aub 
Blue Ridge Parkway, Va.-N. C.-Tenn. : 
Access roads a , 6‘ 
Budget estimate, 1954, revised, justification 
Funds for: 
Reduction - S ccpates nieve eadiemaiieten 
Request eaten 
Rights-of-way, purchase by North Carolina__~ 
Sections needing completion____- ss 
Balsam-Soco Gap 
Funds requested for 
Grandfather Mountain 
Colonial Parkway, Va.: 
Budget estimate, 1954, revised, justification____ 
Funds requested for 
Funds for: 
Appropriation, 1953 296 
Budget estimates, 1954 z 4, 296 
George Washington Memorial Parkway, Va.: 
Budget estimate, 1954, revised, justification___ 297 
Funds requested for . 815 
ee ee ae 323 
Natchez Trace Parkway, Tenn.-Miss. : 
Budget estimate, 1954, revised, justification 297 
Funds requested for 316 
Police protection 323 
Revised program, 1954, justification 296 
Rights-of-way plans and advance construction plans and 
surveys: 
Budget estimate, 1954, revised, justification 
Skyline Drive, Va., funds requested for 
Suitland Parkway, D. C.-Md.: 
Budget estimate, 1954, revised, justification 
Roads and trails: 
Funds for: 
Appropriation, 1953 
Budget estimates, 1954__- 
Grand Canyon National Park, Ariz. : 
South entrance road, reconstruction and relocation, 
funds requested for 
Mount Rainier National Park, Wash.: 
Road, funds requested for 
Revised program, 1954, justification 
Yelowstone National Park, Wyo., access roads 
Zion-Bryce Canyon National Parks, Utah: 
Roads, funds requested for 
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National Park Service—Continued 
Funds for : Page 
Appropriation, 1953 ____- : i , 34 
Budget estimates, 1954_....._--.__--__~---- poet © 34 
Funds requested for__._--~-- Ass MOL TM 1786 
House cut, partial restoration requested____~- : . 2001 
General administrative expenses: 
Departmental expenses : 
Administrative printing, funds for, budget estimate, 1954, 
revised, justification__ 
Funds for: 
Appropriation, 13953_- ; ; 34, 301 
Budget estimates, 1954 ed ad mae 34, 301 
Revised Pie 8eeS 
General expenses : 
Budget estimate, 1954, revised, justification_- ; 301 
Salaries: 
Budget estimate, 1954, revised, justification 4 301 
Funds for: 
Amounts available for obligation, 1953-54__- & al 301 
Appropriation, 1953 : ; i 4, 301, 303 
Budget estimates, 1954 . __... $4, 301, 303 
House cut, restoration requested_____-__-__-__-_______ 2111, 2113 
Justification ; an Sean 
House report 4 sees : 2111 
Obligations by objects, 1953—54___- ; 303 
Revised program, 1954, justification 
Regional offive expenses : 
Ci sto en secede wee ne _. 1645 
Funds for: 
Appropriation, 1953 veers Bae 34, 302 
budget -catimates, 1064... ...2i2.n-s cae 34, 302 
Revised program, 1954, justification le tee pean 302 
Personnel, classification of work performed__- 2114 
Staff, reduction, effect___..__._._______ j 
Maintenance and rehabilitation of physical facilities: 
Buildings, utilities, and other facilities: 
Funds for: 
Appropriation, 1953 
sudget estimates, 1954-._-_____ 
Justification__ 
National Capital parks: 
Budget estimate, 1954, revised, justification see 
National parks, monuments, etec., funds for, budget estimate, 
1954, revised, justification Sa fansdiai tae talactsiniat cates 
Rehabilitation, funds for budget estimate, 1954, revised, justi- 
fication 
Funds for: 
Amounts available for obligation, 1953-54 Te hie cciemnscounan 292 
Appropriation, 1953_~- USES ULES ey Be 
Budget estimates, 1954______ i ae _. 34, 292, 295, 318 


302 


House cut, restoration requested 2100 
Justification 2101 
House report : - 2101 
Increased funds requested for_____-_~_-- 1786 
Obligations by objects, 1953—54_____ 7 295 
Roads and trails: 
Backlog of road repairs 2116 
Baltimore-Washington Parkway maintenance ‘ 2102 
Rpmoeenen na Lae ci : 2102 
Funds for: 
Appropriation, 19538 “ BtdLs 7! a—unan Of, 38 
Budget estimates, 1954_..._______-________- Sita heesctntasiiins aS ae 
Justification ie billie atl 292 
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National Park Service—Continued 
Management and protection: 
Concessions management: 
Accounts, auditing 
Concessionaire contracts_ 
Jackson Hole Preserve, Inc., Wyoming___- 
Concessionaire receipts 
Funds for: 
Appropriations, 
Budget estimates, 
Justification- 
House cut, restoration requested 
Discussion —._- 
General Accounting Office report__ 
Forestry and fire control: 
Fire-protection service, funds for: 
Budget estimate, 1954, revised, 
Funds for: 
Appropriation, 1953 ae 
Budget estimates, 1954._.._._.___- ' 
Vorgst-fire suppression, funds for: 
Budget estimate, 1954, revised, justification 
Forest management, funds for: 
Budget estimate, 1954, revised, justification___ 
Tree preservation, funds for: 
Budget estimate, 1954, revised, justification 
Funds for: 
Amounts available for obligation, 1953—54___ 
Appropriation, 195% a » 280, 


Budget estimates, 1954 286, 202, 312, 


Revised 
Funds requested for-_ 
House cut, partial restoration requested 


Page 


3, 2099 
9, 2100 


319 
, 2098 


2094 


2095 


2099 


285 
292 
313 
2093 
1786 
2093 


Justification 2093 


House report -_- 


Increased funds requested for 
Obligations by objects, 1953-54___- Lbs uma bidbeet tan 
Management of park and other areas: 
Capital investment, total__-—-- : a sda 
Entrance fees, collection, additional employees requested for- 
Funds for: 
Appropriation, 1953 34, 


on 2, 


Budget estimates, 1954 
Justification 
Great Smoky Mountain National Park, N. C.-Tenn., visitors, 
1952, number 622, 
Informational activities: 
Budget estimate, 1954, revised, justification 
International Peace Garden, North Dakota-Canada: 
Administration 
Canadian Government, funds contributed 
Funds requested for, by North Dakota State Historical 
Society 
Size and location 
United States Government, funds contributed 
National Capital parks, funds for: 
Budget estimate, 1954, revised, justification 
National parks, monuments, etc. : 
Funds for: 
Budget estimate, 1954, revised, justification 
Total acreage administered 
Virgin Islands, park area 
Visitors, increase 
Park and recreation programs: 
Archeological investigations and use; funds for: 
Budget estimate, 1954, revised, justification 


2093 
312 
2093 
311 
312 


286 


, 286 


286 


286 
308 
308 
2092 


290 
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National Park Service—Continued 
Management and protection—Continued 
Park and recreation programs—Continued 
Funds for: 
Appropriation, 1953_____- 
Budget estimates, 1954 
Historical investigations and use, funds for: 
Budget estimate, 1954, revised, justification 
Master plans and project construction programs, funds for: 
Budget estimate, 1954, revised, justification 
Natural-history programs, funds for: 
Budget estimate, 1954, revised, justification 
Park conservation, funds for: 
Budget estimate, 1954, revised, justification 
Real property disposal, funds for: 
Budget estimate, 1954, revised, justification 
Revised program, 1954, justification 
River-basin studies, funds for: 
Budget estimate, 1954, revised, justification 
State cooperation, funds for: 
Budget estimate, 1954, revised, justification 
Water resources, funds for: 
Budget estimate, 1954, revised, justification 
Soil and moisture conservation: 
Funds for: 
Appropriation, 1953 
Budget estimates, 1954 
Revised program, 1954, justification ; 
Park, Parkway, and Recreational Area Study Act of 1936 


Office of the Secretary_____-_--_ , nidibnitadinnisidicame te ae 
Administration, funds requested for 
Oil and Gas Division: 
Acting Director’s statement 90 
Connolly Hot-Oil Act : 
Enforcement : 
0 eA eee 2 93 
ta Ne { 
Federal Petroleum Board, activities___—- 92 
Funds for: 
Amounts available for obligation, 1953—5 90 
Appropriations : 
Fiscal years 1944-53____-_-- 91 
Fiscal year 1953___- 91 
Budget estimates, 1954___ acer 90 
Justification 90 
Revised __ S 302 
Justification 303 
SEE Gs so ctccecenmsecennacancnmn 302 
Obligations, by objects, 1953-54 91 
Motor vehicles, language amendment requested 2302 
Justification 2303 
92 
State laws on oil production iS 97 
State severance taxes_____.___. ; 96 
Employees, number 92 
Saline waters, research in utilization : 
Advisers, nongovernmental 485 
Advisory committee meetings, funds requested for_ een 488 
Contracts: 
a 476 
University of California_ 515 
Commercial agencies 487 
Fieri aati canbe hates tain iniesinetdalbietatneaten 491 
Southwest Research Institute_................._________ 504 
Demineralization cells, development, by private research firm 476, 479 
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Office of the Secretary—Continued 
Saline waters, research in utilization—Continued 
Funds for: 
Amounts available for obligation, 1953-54 
Appropriation, 1953 
Budget estimates, 1954 
Justification 
FOIE oe eh le ere Sake 
Obligations by objects, 1953-54 
Inland brackish waters, possible treatment 
Shade Hill, 8S. Dak., irrigation project 
National Science Foundation, cooperation with 
Navy Department, cooperation_- 
Nepton membrane demineralization, report on_____---- Ce ee 506, ¢ 
Operation, plan 
Projects, selection 
Research, coordination, 
Applications, processing, proce edure 
Funds requested for__._.__-_~_- 
Personnel, qualifications 
Salaries and expenses, funds requested for 
Scientific agencies, committee of 
Secretary’s representative’s statement 
Solar distillation investigations ; 
Southwest Research Institute, investigations__ 
Temperature-difference method, discussion 
Vapor-compression distillation method, for extracting salt from 
sea water, . a : pate 
Voice of America, interviews on demineralization of water 
Water shortages___ = 


P 
Point 4 program, discussion pc 
Funds for State Department, tr: insfer to Interior Department 
Power needs, national, statement of Nationa: Farmers Union 


Reclamation, Bureau of ‘ ‘ : 3, 38, 43, 940, 979, 991, 
1219, 1240, 7a 5, ; , 1407, 1585, 1628, 1642, 1646, 1654, 1660, 
1701, 1715, a , 1778, 1797, 1804, 1820, 1909, 2248, 2350 
Administrative prov islene: , 
Aircraft: 
Number in Bureau__-. eae ee AND ete nisin - 1088 
Purchase, language amendment requested. hiss ‘ 1085 
Justification —- hein aie . 1086, 1087 
Consultants : 
House report noe . desis 1086 
Language amendment requested _ - ee 
SURIGCAtION — 2. k. ee ‘ ... 1086, 1088 
Motor vehicles: 
House report aie sap bees iittiabehaibiiial> sae 
Language amendment requested ae fale teas 1085 
Justification aoe _.. 1086, 1087 
Number in Bureau_- Ode saute 1087 
Proposed obligations for pure ha: ise or r hire- eriietteciencnibibinitéc . aa 
Request for authority to purchase_ ; ai 1048 
Colorado River development fund_- acta Me Bee 
Colorado River front and levee system, Arizona-California-Nevada__. _ 1019 
Funds requested for said a a—- 2000 
Hoover Dam, damage caused by a) hie 1022 
Palo Verde weir, for protection of irrigation distric e. 1019 
Construction and rehabilitation : 
Contract adjustments___.._____- 1814, 1816 
Accounting to committee__ , » eas 
Authority to make 1815 
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Reclamation, Bureau of—Continued 
Construction and rehabilitation—Continued 
Contract adjustments—Continued 
Conference approval_-_-- 
Congressional approval 
Report to Congress_-_-- 
Drainage and minor comple tion program, funds for: 
Budget estimate, 1954- ante 
Justification 
House cut, restoration reque sted_ 
Existing projects, funds requested for: 
Budget estimate, 1954 _--- 
Justification __- 
House cut, restoration requested 
Funds for: 
Carryover_ sie 
Bureau estimates, table 
House report 
Unobligated 
Statement 
House cut_ __- 
Partial restoration requested____-~~- 
Land classification proviso 
Modification requested 
Irrigation districts, rehabilitation : 
Idaho: 


Avondale district__- a icketn 979, 980, 981, 983, 


Estimated cost- — aaa 
Reconnaissance information_- 


Dalton Gardens district-_---__ ve 979, 980, 981, 983, 


Estimated cost te 


feconnaissance information 
Oregon: Grants Pass district, Savage Rapids Dam, emergency 


rehabilitation : 
Appropriation, fiscal year 
Cost, estimated vm 
Fish screens, funds reque sted for- 
Funds requested for — 
Gravity canal, funds for repairs reque sted a 
Repayment contract 
Emergency fund: 
Amounts available for obligation 


Budget estimates, 1953-54 ‘ . pana _ 1043, 1045, 


Justification 
Examples of use: 
Black Canyon Dam, Idaho__ te 
Buford-Trenton project, North D: ikota_ 
Obligations by objects____..-.....- 
Statement of past expenditures_-_ 
Funds for: 
Appropriations: By function, fiscal years 1902-5: 
Budget estimates: 
Kiseal year 1953, total_- 
Fiscal year 1954, possible modification 
House cut, partial restoration requested 
National Rural Electric Cooperative Association statement____ 
General administrative expenses : 
Funds for: 
Amounts available for obligation, 1953-5 
Analysis by activities 
Appropriations : 
Fiscal years 1944 


Fiscal year 1953__ __..---.--- 1038, 1039, 1040, 1084, 


Budget estimates, 1953—54_____ ate .-... 1038, 1039, 1040 
Revised, 1954 amendment requested 
Justification__ 
House allowance 


Page 
1817 
1815 
1819 


1889 
ISSY 


lsvl 


LSSS 


1888 
LSS9 


1813 
1823 
1822 
1813 
1820 
1042 
1810 
2063 
2063 


1036 
1036 
1037 
1036 
1036 
1037 


2062 
2061 
2062 
2061 
2062 
2061 


1043 
1046 
1043 


1045 
1046 
1045 
1047 


955 


1088 
1039 


1040 


1381 


, 1084 


108 4 
1084 
1084 
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Reclamation, Bureau of—Continued 
General administrative expenses—Continued 
Funds for—Continued Page 
House cut ..—---~- 1041, 1084 

Restoration requested nner . 1084, 1335 
Breakdown ~__----- - . 1085 
Justification —__ ; : 1084 

Results of House action_. 1041 
POPCORN OE CUR cers eninmmmbbbhicnidebaltdtinmen 1042 

House report é 1084 
Obligations by objects, 1953-5 . 1040 
Information service, funds for, House cut, partial restoration 
requested__ . Le 
General investigations: 
Advance planning: 
EROS SION ics cence cetiene _..... 1062, 1064, 1066, 1068, 1074 
Funds for: 

Costs, estimated___- . 992, 9938, 1053 
Breakdown _. 1063 
Justification ' <puened 993 

Reduction, effect. saan ~ ~ 1930 

Agencies, other, transfers and reimbursements Ce eer hones 993 
Alaskan investigations: 
Description : 1062, 1064, 1067, 1069, 1797 
Funds for: 

Costs, estimated____-- . Ss rel 992, 9938 
Justification........... pied cestebbbets i se 

House cut__~-- 1050 
Partial restoration requested__ t od . 1050 

Power shortage, statement 
Colorado investigations: 
Collbran project Ls od dtd cies ‘ 1927 
State contributions____ 4 ; 1927 
White and Yampa River Basins : 
Irrigable land __---~-_~.- ‘ : ; _ 1928 
Study, need ; J 
Engineering and economic investigations: 
Basin surveys__—- .... 996, 1002 

Arkansas—W hite- Red River Basin surveys____-__ 1002, 1003 
Irrigation potentialities, study____-~ oa! ee 
Language amendment requested___-_ _ 1002 

Explanation _.. 1004 

Flood Control Acts: 

1944_ ee eee ee etheebinn ec dkl 
E Ixtension Of authatity.......ci2 1007, 1008 
CO as : sale: 1006, 1009 

Funds for, House cut : i . 1050 

Partial restoration requested__.__.__._.__._.___ 1050, 1059, 1380 
Description______-_-- abit _... 1061, 1063, 1066, 1067 
Existing projects, investigations : 

Description ; 1062, 1064, 1066, 1069 

Funds for: 

Costs, estimated _____--__- 2 992, 993 
Justification 


a nn 1006 


Funds for: 
Costs, estimated 
Justification 
Project investigations: 
Definition— 
Funds for, House cut es 1050 
Partial restoration requested____ Seiten! 1050, 1059 
Reconnaissance, definition ; : < as 996 
Funds for: 
Allocation, from Colorado River development fund __-_-—_- . 1926 
Appropriations: 
Fiscal years 1944-53________ : od 995 
Fiseal year 1958_____- : _... 995, 1050, 1065 
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Reclamation, Bureau of—Continued 
General investigations—Continued 
Funds for—Continued Page 
Budget estimates, 1953-54______- 7 __. 995, 1050, 1065, 1067 
Justification ae ' : . vsasdummeaieed U2 
Revised, amendments requested : __.. 1050, 1052 
Justification : secede at 1050 
oo. ay” ne Re Sealine 992 
Expenditure, freedom of action. advantages ~inie 1011 
IRE DOR I ois ge retin ae 7 ‘ 1929, 2352 
House cut- ; an : 1050, 1052 
Breakdown G : 1055 
Partial restoration requested E , ages 1050, 1927 
Justification ah Set taleaandas scale 50, 1060 
Results______ pcemabeniie eka anendh ahaa . 1055 
House report ___-~- hal getchaipsio mesiggs amen af 1050 
Obligations by objects, 1953-54_..___- oie = tae 995 
Importance___-_ ; ; ee 1924 
Program, 1953 54 sihetettuad , 1925 
Statement ee — : i. 1060 
Status, June 30, 1952 wih 1062 
Cen Or SE cc acctino en cceamencncaan , 992 
Government-owned land, reclamation_ 7 956 
Information service, reduction in force____~_- elt cman srt 2069 
Microwave equipment : 
a a ceceearreetines eat ani antietaanesicenensnachesinamsineliee 18388 
Elimination by House____-~~--~-~~_ 1837 
National Reclamation Assoc iation, support of rec lami ition projec 1377 
cater pmneesnenenigpelisesrnienis 1382 
Operation and maintenance: 
Agriculture Department, cooperative program 1025, 1027 


Funds, transfer Tl a rae ais asset ial: - 
Irrigation areas, economic problems, analysis EE Oe 
Funds for: 
Allotments, 1953-54 1014 
Amounts available for obligation, 1953—5< 1012 
Appropriations : 
Fiscal years 1944-53 1016 
Fiscal year 1953___-~- eecimacntan - 1012, 1014, 1016, 1077 
Budget estimates, 1953-54...._.._____- . 1012, 1016, 1017, 1099 
Revised, amendments requested__ 1076 
Explanation “oe , 1079 
Justification _..___- ~~ Jempmmamnn 1077 
Costs: 
Nonreimbursable, 1954__-_- 2 1025 
SO Ot Esa con anednaaenedertnenn ae 1017 
Flood-control allocation by Bureau 1018 
House allowance 1082 
ND. Cieedieiberditindtb tterndiioaen aa ; 1076 
Partial restoration requested__ 1076 
a ae cliceutiniamentas 1077 
Justification a 1077 
Possible results____- ; 1083 
House report - 76, 1079 
Obligation by objects, 1953- 54_ 1016 
Proportion used for personal services 1042 
Repayment by water and power uSsers__- actipmmmnc LORE, MO, Oe 
Program, 1952-54, consolidated schedule______- ‘ , : 1012 
Soil and moisture conservation: 
Cooperation with other agencies__- : ; 1029 
Funds for, Budget estimate, revised___ s 1028 
IE ain tree, cnnntatmncirnintncosinntin — . 1028 
ee, i teietnemnnntenun aie ‘ 1029 
Statement — i ; 1080 
Transfer of property to water users, ste ate ment . —— 
Program, 1954 piace Ancienindtcatntiacheheraen’ ; a BS 





XLU SUBJECT INDEX 


Reclamation, Bureau of—Continued 
Projects: Page 
All-American Canal project, Arizona-California ; -- 2048 
Coachella division, California: 

Coachella distribution system, completion ‘ 2048 
RII) TI incl etteiiannemmcmccs we 
Hayden—Knowland opinion_._.....-. 2047, 2049, 2050, 2052 
Obligation of Reclamation Bureau to deliver water, 

a ON ee ea 2049 

Coachella Valley county water district—_.. 2048 
Department Solicitors’ opinions___._._..----.... 2049, 2050 
Memorandum of agreement with Interior Depart- 

ment scialeidiaiaiatiaait eee cchineisisteitimatt saa ae) ae 
Water, delivery to ; _._. 2049, 2053, 2055, 2058 
Animas—La Plata project, Colorado, study, funds for completion 
requested til . 1928 
Bear River project, Utah reich eadiel sas _... 1070, 1071 
Funds for, House cut, restoration requested___..-.....-_--. 19381 
Boulder Canyon project, Arizona-Nevada : 
Boulder City, Nev.: 

Administration : 

Summary statement serine ‘ —_— : an 1091 
Program for fiscal year 1954 : ‘ - 1091 

Municipal operation : 

Annual deficit : ilies ~ ~~ 1090 
Revenues and expenses vi cucu Ee 
Statement - inne 1022 
Reimbursable funds ‘ 1020, 1021 
Status, change to State municipality proposed_ ewan 05; 4200 
Hoover Dam and powerplant aaa ae, 

Designs and specifications, funds requested for___-_._.__._. 1831 

Funds for: 

Budget estimates, 1954 . 1831 
Justification - sei picieaal oe 1833 
Carryover ' 1832 
Program, components_____-_-- at <I ‘ 1832 
Breakdown 7. A occinmadds 1833 
Buford-Trenton project, North Dakota, flood damage, 
funds for_ is ines tae omens : al a 
House report te ana ned ae 
Language change suggested_______ ; . 2018 
Justification . 2019 
Cachuma project, California aie onee 1839 
Funds for: 
Budget estimates, 1954__-_-. ; ithe 2 1839 
Justification : : : : ‘ 1839 
Tecolate Tunnel, difficulties_.....____ 7 ital e 1839 
Canadian River project, Texas ae pcetite 1 Oe 
Central Utah project, financing, from Colorado River develop- 
ment fund idaamemneiadiiiis 1072 
Central Valley project, California__- A AIOE My nT aT 986, 
1240, 1778, 1804, 1840, 1856, 1909 
Contracts, court validation required by reclamation law_._... 1847 
Citation ate penal saan - i San 1847 
With public agencies... _ . 8, 9, 1780 
Contra Costa Canal__.____-- 
Extension : 
East Bay municipality district: 
Expenditures ___ ~~ 
Opposition_____- 
People served__.....___- matiepeaete—btiitieie 
Statements eee 2 ini, Maes Sie 
History — cadiaidtdin tila 
House amendment changing language 
Richmond, Calif. : 
Aqueduct, opposition 
Corning Canal_-_ _-. 


1716, 
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Funds for: 
Appropriations requested__.______- 987, 988, 


Budget estimates, 1954__- iene BOs 


Justification 
Carryover ; 7 . 
Eee oe ae “a s 


Partial restor: ition requested. . 1841, 1844, 


House report__- cvinsinmab tailed biel mts 
Litigation : 
Santa Barbara County Superior Court 
Tulare County Superior Court___...-_~_- 
Effect of sustaining opinion__-_ 
Ivanhoe distribution system, repayment and 
water service, validation___ 
Needed to complete project 
Percentage for irrigation and for power_ 
Obligation program-__-_- 
Total for project 
Irrigation : 
Acreage limitation 
Water deliveries____- 
Water-distribution systems 
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Pacific Gas & Electric Co. : 
Postwar construction program-—- 
Statement____-_- wittisiiantia ies 
Supplemental_ pbeetace : 2 aiacsnetbiebiced 
Power features, funds ‘for, House cut, partial restora- 
tion requested, statement ee RN aradinasakacemameies 
Power loads, futifre, estimates, table... 0-2 
Power marketing : Meters for preference customers, funds 
requested for ._..... 1804, 1805, 1808, 1842, 
Opposition, Pacific Gas & Electric Co__ --- 1909, 
Powerplants : Folsom Dam-__-~-~- tienen te 1804, 1807, 
Red Bank diversion dam ‘ eR castle ai 
Repayment studies___--- ‘ ee 
Sacrament canals unit, statement_ Vib sna bebethbecacs 
Transfer to California Water Project Authority on com- 
pletion 
Transmission lines: 


Folsom—Elverta____-— .. 1255, 1258, 1841, 
Funds for, House ‘deni: il. 1255, 1256, 1804, 


House report____-_-- : 7 
Folsom-El Dorado switchyard... -~_- wa J 
Folsom-Nimbus, opposition, Pacific Gas & Electric 


i 


Folsom transmission facilities 1842, 185 , 1857, 1909, 


Tracy-Contra Costa-Clayton-Ygnacio, opposition, Pa- 


cific Gas & Electric Co 1909, 1910, 
Tracy switchyard.._..__.___- sceacesseaay ae 
Opposition, Pacific Gas & Electric Oo....<« 3966, 


Transmission facilities, opposition, Pacific Gas & 

Electric Co 
entinbens cst eel eins 
Wheeling contracts_____- sibs. 

OR: BO eb Sisto bes 

Pacific Gas & Electric Co___~- a ‘ 

Pacific Gas & Electric Co.—Sacrame ento municipal 
utility district.___.._-.-_-- sescncnnn Say Bea 
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Sacramento Municipal Utility District_ - 1240 

1245, 1253, 1804, 1806, 1809, 1917, 1919 

PRONG 2 COUT. A a cinta eticncnde ae 

Requirements, estimated i see 
Statement aa as ‘ 

Collbran project, Colorado, funds for preliminary work re- 

quested “ersett eehinesigescciiail mann 

Colorado-Big Thompson project, ¢ ‘olorado ears 
Funds for: 

Budget estimates, 1954__ 
Justification 
House report. -~- ‘ 1860 
Wheeling contract, with Arizona Power Authority 1938 
Colorado River front work and levee system aa SS 
Barge for dredging, designs, preparation by engineering 
firm 7 = aa See 
Funds for: 
Budget estimates, 1954_ 
Justification 
House report 
Wildlife refuge . 

Columbia Basin project, W ashington_ ithe "1398, 1407, 1416, 1874 
Columbia Basin Act, acreage provisions TEE ce cntpaincie CU 
Costs: 

Construction, allocation and repayment 
Estimated, increase 
Development program 
Funds for: 
Smet Gurnee Bee ass et. nwt nne . 1874 
Justification ~~~ ; Riv 1874 
Carryover funds__ . 1875 
Funds for completion requested_____ 1410, 1413, 1416, 1417 
Funds for constructing laterals requested__._.__. 1408, 1410 
Funds for construction and réhabilitation requested 1398 
House cut, partial restoration requested 1875 
SERARMEIO, DOORIGID concent em wen diirak a stminetditlnmerne 1878 
Repayment of costs............--.....- ~ -. 1880 
Land applieations 1414, 1417 
Power and irrigation repayments, segregation___ ns 1880 
Power revenues, prospective_____- 877, 1878, 1879 

Davis Dam project, Arizona-Nevada 43, 1833 

Funds for: 

Budget estimated, 

Justification 

House report 

Transformer substation, Basic Magnesium in project, Hen- 
derson, Nev., request for- oO ES 43, 44, 45 

Transmission line and substation capacity- 1835 
Wheeling contracts, Arizona Public Service Co 1836, 1838 

Eden project, Wyoming : 1883 
Acreage included ialetie ba Ee en 1884 
Funds for: 

Budget estimate, 1954 1883 
Justification .......-...- % : 1883 
House cut, partial restoration requested. 

Eklutna project, Alaska__.._._...._.______ 1058, 1747, 1797, 1813, 1825 

Alaska Legislature, memorial______ 
Contract limitation, exceeding, adjustment 
Cost, original estimate 

Energy, production 
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Power generated : si 
Kern River project, California- 
Funds for: 
Budget estimates, 1954__ 
Justification eke 
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Budget estimates, 1954 s 
Justification ' ies 
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Budget estimate, 1954 
Justification 
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North Side pumping division : 
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House report 
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Present system, adequacy 
Repayment to Government 
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Transmission lines, switching facilities, and distri- 
bution lines: 
Funds for: 
Opposition, Idaho Power Co ae 
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Underground water possibilities . 
Wells, depth _- * ta 
Middle Rio Grande irrigation project, New Mexico-Texas, 
funds for_-_- soneuale 1811, 
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Fiscal year 1953, water-salvage program 
House appropriation 
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Authorization, Under Flood Control Act of 1944-__._.___ 1989 
Bostwick division, Kansas-Nebraska : 
Bostwick irrigation district, statements__.._.._... 1259, 
1264, 1366, 1378 
Courtland Canal... _----~-.-- -... 1367, 1870, 1375, 2021 
ee ee Te a 
Funds for: 
DOOR Rcemcnsccidhinn cece 
Budget estimates, 1954 
Justification—_- 
Revised_ . . ls - 
House cut. bis ilek . 1259, 1260, 2021 
Restoration reque sted__ 125 9, 12 60, 1263, 2021, 2352 
Reduction, effect. “tae Shed dees doce 1368 
Harlan County Dam and Reservoir__ 1259, 1265, 1366, 13870 
Kansas Bostwick irrigation district No. 2, repayment 
contract___- DUM MEETEL Binisncnancmcsennnnticerninees wane 
Cannonball division, North Dakota: 
Mott Dam-_-_-_---- Saye 
Cheyenne division, Wyoming- 2-South D: ikota ‘3 
Rapid Valley unit, South Dakota: 
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Justification_ aad 1957, 1961 
Restoration requested, to permit completion__... 1957 
Pactola Reservoir, as source of water supply_-- 1957, 
1958, 1959, 1960 
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Air Force funds 1958 
Fire hazards_____- hte ee oe Es | 


Letters from Assistant Sec reta ary, Air 
a Sh Ue 1958, 1960 
Costs, estimated — 
Drainage and minor comple tion, funds for: 
Budget estimate, 1954, revised____._-.--.._..._..... 1999 
Justification._____- ware "1999, 2000 
House allowance_-_ ae ; ‘ 2003 
Expenditures, to date, total__- Saas eC 
Frenchman-Cambridge division, Nebraska, funds for: 
Budget estimate, 1954, revised 
sustibcetions si c022i kW ns 
Funds for: 
Adjustments, authorization 
Budget estimate, 1954, revis 1942, 1943 
Carryover, House estimate 1943 
Funds requested for__-~- 2350 
Obligated _ J 
Unobliga ted, ‘defic iency___ 
Estimates 5s 
General investigations, funds for, "House allowance... 2003 
Helena—Great Falls division, Montana: 
Canyon Ferry unit_- ies -.----- 1642, 1948 
Canyon Ferry Reservoir, water- hei; cht limitation_ 1667 
Funds for: 
Budget estimate, 
Justification 
Funds for completion requested__.___..___-_ 
House cut, partial restoration requested__- 
James division, Oahe unit, South Dakota : 1010, 1965 
Financing__. ‘ Shei = 1010 


Funds, transfer, congressional authorization 1033 
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Yellowtail Dam and Reservoir _.. 1643, 1654, 1662, 1663 
Budget estimate: 
Funds denied by House_- ‘adieahililtiaiahal 
Restoration requested Stead eenenanimisaieiialle 
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Marias division, Montana: Lower Marias unit__ 1643, 1668, 2021 
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Garrison Dam, N. Dak.: 
3enefits _...___ sills ‘“ 
Irrigation program___ _ abs = 949 
Priority a eakales ; . 2003 
Prospective completion eatietl 952 
Investigation program requested: 
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sy Missouri-Souris Projects Association____ 
By North Dakota Reclamation Association____ 
Jamestown unit, North Dakota: 
Budget estimate, 1954 revised 
Justification —_ 
Jamestown Dam _-_-__- 
Completion —___ 
Missouri diversion unit, Nebraska 
1643, 1654, 1663, 1668, 2006 
Acreage to-be. irrigated.....0. 20. ii.......... 1676 
Alternate diversion plans sitetiadicicasteds chien <a an 
Costs c — e 1696, 1697 
Chelsea Bench area d ; eine 1597 
Construction, progress bes Se 
Costs, estimated__ ; ....... 1674, 1675, 1676 
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Amount requested__ shi hiniine: Le, Loe, 2002 
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Poplar River dam and irrigation project, dis- 
approval of Secretary Ickes piceeiatnlihsticemeiciantn 
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Repayment plan- Bs : ? 2010, 2011 
Contracts lacking. ~~~ co ae 
Repayment costs___- eee ge 1598 
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opposition____ Del ewe AO, BO See 
Winter feed, shortage__._____________ a ae 
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CE iiciehcctelie dike lthith Gilhntintitdn .. 1677, 2008 
North Dakota, irrigation..........u....é- 1679 
Montana projects, funds requested for, amount ___-~_. 1664 
ITI aii sess eesti AA NE nines 1664 
Mountain Home division, Idaho: Payette unit____- 999 
Original proposal sce eas - 1000 
Planning 999 
Sloan report  _- 
North Dakota: 
Irrigation development, possibility_____—- 40, 941 
Survey, promptness essential___ ia 942 
Model unit, feasibility : 943 
Oil, possibilities___._.___- i said ake 2, 944 
Population, decrease ............-.. 942 
Reclamation program, 1954.._____- 
Phase B units, funds for: 
Budget estimate, 1954, revised________ 2022 
Justification............. adios ~——a- Dee, 2028 
House cut beet iste lee) tel tee i 2028 
Restoration requested_ ... 2022, 2025, 2026, 2027 
Phase C and D units, funds for: 
Budget estimate, 1954, revised_- aicentlead 2025 


Justification nas 2023, 2025, 2026 


House cut_- 2026, 2028, 2029 
Restoration requested numew 2026. 2068 
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St. Francis unit, Colorado-Kansas, funds for: 
Budget estimate, 1954, revised ethos 1963 
Justification _. 1963, 1964 
Shadehill unit, South Dakota, funds for: 
Budget estimate, 1954, revised rane . 1962 
Justification 4 7 1963 
Restoration requested ___- ao 1962 
Solomon division, Kansas: 
marwen: Wate so ess te ‘ 2020 
Funds for: 
House appropriation- 
Request for 
Kirwin Dam eatin 
Alloeation and capacity 
Hstimated cost to complete 
Percent completed- 
Repayment contracts a ; 
Unit costs and contracts awarded, status, 
table__ wate 
Webster unit 
Webster Dam 
Acreage, irrigable 
Capacity needed 
Costs, estimated__ 
Funds requested for 
Rights-of-way, contracts : ; 
Unit costs and contracts awarded, status 20389 
Three Forks division, Montana: Crow Creek unit__ 1643, 1949 
Crow Creek substation _.__-_- iis .__. 1990 
Funds for: 
Amount requested ‘ ‘ sit 1643 
Budget estimate, 1954__- aka ; 1949 
Justification - tii ae = 1949 
Revised estimate___- ee _. 1949 
Special report a 1950 
Transfers to other agencies, funds for: 
Restoration requested _.._____-~- : 2030 
Breakdown and details___—-_ 7 ital 2080 
Transmission division: 
Alcova-Boysen-Lovell, Wyo - : - 1991 
Alcova, Wyo.-Gering, Nebr . . 1993 
Casper, Wyo.-Gering, Nebr j 1996 
Fort Peck, Mont., funds for, amount requested__- 1643 
Fort Randall-Sioux City, S. Dak ; . 1988 
Fort Randall powerplant, S. Dak_-__- 1984 
Funds for: 
sudget estimate, 1954, revised______ ee 1996 
Justification —_ Leeda eeilinin 1970 
Carryover, revised estimate__ sapevsl 1971 
House cut pancek caneinttns aaa 1420 
Restoration requested ; 1979 
Justification atten SS 7 5, 1980 
Table —— d ted 1973 
House report ponwtewsant pasinde — 1971 
Garrison-Bismarck, N. Dak ; 1985 
Garrison Dam, N. Dak.-Fort Randall, S. Dak_- 1986 
Gavins Point-Belden, Nebr.-S. Dak ; 745, 19233 
Funds for, in original budget estimate________ 1936 
General property, explanation nus , 1997 
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Glendive-Williston, Mont., relocation, funds for, 


Is Rachlin inwnnmets 
Glendo-Lusk, Wyo., increased capacity requested__-_ 
1420, 

Niobrara Electric REA, statement_._______ 1418, 
Heart Mountain, Wyo., switchyard__-...______-___ 
inventeneneree nes a i Ln eee nee 
Jamestowed aren, IN. TPO ih ns 
Lekota-Granud Works; N; Dekicsscol.............- 


Lovell-Tellewstomey cw 0 ei Lh ceed... 
Metering equipment, for preference customers, funds 


Eerie BBO RDEE ce cemntiinniinnnnniiss 
BEULORO ORIIICNUE Ss 8c enncnnscenewae 
BRONCO TIOR tS cectrrmeinnecememnis 1219, 

Agreement of REA’s and power companies___-_ 
sig Bend, S. Dak.-Granite Falls, Minn... 1219, 1 


Granite Falls-Benson-Fergus Falls, Minn __--~~ 
Authority to extend survey and study 


Et 
Authority to initiate construction re- 
quested____..__-- i o> 


Power companies, approv al: 
Interstate Power Co_.__......--.-- ices 


Northern States Power Co__---__- 1220, 
Otter Tail Power Co_.... ~~ faci 


AUR ici cinitninecsibtaieinneransines 
REA’s, approval: 
Steel-Waseca Electric Cooperative___- 
Power costs to cooperatives_______._._--.___ 1233, 
High-voltage lines, funds requested for__.____ 
Private utilities, wheeling contracts with Recla- 
mation Bureau proposed_____----_~ 1229, 1232 
REA cooperatives : 
Engineering study of power needs_____-__- 
Integration of facilities recommend- 


Ra Ai acini tie aneiiiientonneniatediat 1228, 
Urn a sceesieitsionirerenenen 
BROCE? Saas, ER he ot nn nnce 


Nebraska Public Power System: 

I dain Ala a rset enenenenenenneenes 

SENG ons ee os bn eee 
Pierre-Rapid City, 8. Dak PMA i he ccterencsicnenenignmenenenes 
ee ee a ee 
Sinclair-Westvaco, Wyo. : 

Southern Wyoming Utilities Co. : 


Or i bi Se a blk ii menn mn 1768, 

Power rates__._.-.---- WR ves » Reem 

Wheeling contracts, cooperative, Nebraska____ 1932, 1937, 
Comeberenes ‘se ...... . cinneaeinnd 

Palisades projects, Idaho-Wyoming_-_..---.....-_____ 1750, 


Funds for: 
A a) 
EE 


SeeUee Seperera se oee.....«. 5... 1863, 
Partial restoration requested _. Oi cialaiaiitaitiaidnlen socane 
PrOGEGss Wy COMMNNOT ees ub ccc ccccccccecucece 


Idaho Falls contract with Government_________--___-_-__ 
Language clarification requested___..__--_-.-.-------- 
Palisades-Idaho Falls transmission line 


Utah Power & Light Co., statement___________________- 
Paonia project, Colorado, funds for____---~-------..----- - 
Budget estimate, 1954........__- 
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Provo River project, Utah ae a fi es ns See 
Deer Creek Dam, powerplant: 

Provo River Water Users Association, resolution... 1750, 


1753, 1755 


Utah Power & Light Co.: 


Opposition —_~ so atds, ee een sae 
Prentiss ol ee ey 
Statement saa x a j .. 1748, 1752 
Funds for: 
Budgest estimate, 1954 pate ie acon nue See 
Justification _._--- oe bees aia Sok |e 
House report—_ eyes nae disses: ae 
Repayment to Government_-_- ; asides: ae 
Rio Grande project, New Mexico-Texas ' 1024, 1869 
Possible State operation pie mn: Oe 
Power division : 
Funds for: 
Budgest estimate, 1954 aeeae — PC 
Justification ‘ snsagiecelet 1869 
Riverton project, Wyoming < tate —s LSS86 
Costs, total ppaaiigeceaibieasas 3 ‘ 1887 
Funds for: 
SJudget estimate, 1954 ‘ 1887 
Justification bide : 1SS7 
House cut, partial restoration requested 1887 
Solano County project, California 1385, 1660, 2043 
Authorization by Secretary of the Interior soba 2048 
Construction funds, initial appropriation ointment ae 
Developments, memoranda consolidating 2045 
Funds requested for 1391, 1393, 1661 
House report 1661 
Interior Department, contract with Solano County Flood 
Control and Water Conservation District . 1388, 
1389, 1391, 2044 
Monticello Dam 2048 
Senate and House subcommittees, finding of project as 
separate from Central Valley 2045 
Solano County water council, statement 1385 
Subcommittee report on project 1387 
Total cost, estimated 1662 
Upper Colorado project, Colorado-New Mexico-Utah 
Wyoming Shed 1075 
Investigations, funds requested for ; : 2249 
Utah projects, removal from revised budget s 1070 
Vermejo project, New Mexico _ 1868 
Funds for: 
Budget estimate, 1954 1868 
Justification : 1868 
Reprograming between budget features 1869 
Washoe project, Nevada 997 
Weber Basin project, Utah 1073, 1751, 1872, 2250 
Funds for: 
Budget estimate, 1954 1872 
Justification — 1872 
House report -- 1400, 1873 
Utah Power & Light Co.: 
Request for conference with Reclamation Bureau and 
Weber Basin Water Conservancy District 1759 
Statement 1751 
Yakima project, Washington 1398, 1881 
Kennewick division : 
Acreage included é 1882 
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Funds for: 
Budget estimate, 1954_ 
Justification__-_ = 

Coustruction and rehabilitation, funds reques 


ted 


for- oon -----... 1398, 1407, 1409, 1410, 


Roza division: 
Funds for: 
Budget estimate, 1954 
Justification __ 
House report ousnn on 
Roza powerplant, funds requested for_ at 
Transmission lines, funds for, House cut, restorat 
requested it 
Property, transfer, to water users’ organizations_ 
Reclamation projects, Federal tax revenues__ 
Reductions in force ho dahl dein hla . maat : 
Recommendation of Secretary d Aandahl__ den chests ne Be 
Table ; acai bi cid 
Regional offices : 
Closing or transfer : 
sillings, Mont 
Great Falls, Mont_ 
Merger 
Reduction 
Reorganization, possible 


Secretary’s statement 


Or 


ion 


2072, 


2069, 


Southeastern Power Administration . 5, 30, 5 30, 757, 2309, 


Administrator’s statements___ 
Carolina Light & Power Co.: 
Co-ops receiving power 
Facilities 7 
Offer to dispose of one e-third of John H. Kerr Dam output_ 
Statement aniaenladees 
Stockholder ownership , 
See also Wheeling eontracts. 
Construction : 
Construction in progress, funds for: 
Appropriation, 1953.........-- 
Budget estimates, 1954__._____ 
Funds for: 
Amounts available for obligation, 1953-—54____ 
Obligations by objects, 1953-54___--._-_- 
New construction and additions: 
Funds for: 
Appropriation, 1953 
Budget estimates, 1954_ 
Justification 
Dams: 
Allatoona Dam, Ga__- : Tian 
Buford Dam, Ga sibel ica laa 


hy ONE Sa hi ge aati joni 
Flow of water from, m: 1intenance___ 


Government-owned : Purchase of reservoir power, by private utili- 


ties ‘ 
Jim Woodruff ‘Dam, Fla.- 
Funds for, objection by "Florida. Power Corp. 
John H. Kerr Dam, Va.-N. C a co 
Government income ais 
Upper Columbia Dam, Fla., proposed capacity 


5, 3, 


1883 
LSS3 
LS83 
1397 


1401 
2073 
2011 
2066 
2071 
2068 


1644 
1644 
2066 
1336 
2067 


30, 5 


; 30, ma 


1149, 
Effect on Georgia Power Co. rates___ eahadiahebdennnseh SE 


1154 
1154 


1131 
1157 


1142 
1149 
1195 
534 
66 


1186 





SUBJECT INDEX 


Southeastern Power Administration—Continued 
Federal projects, integration, funds for pljanning requested by 
EE Meeimeny 
Flood Control Act of 1944: 
Citation oe 
Interior Department limit: itions pad 
Interpretation by Department —_- 
Legality of purchase of power by SEPA questioned_ 32, 
Section 5, language, effect : ae 4 1173, 
Transmission lines, restriction— 
Flood-control projects, status . sian are 
Florida Power Corp., interconnec tion w ith ‘southeastern companies 
(See also Wheeling contracts.) 
Funds for: 
Amount requested —- 
Appropriations : 
Fiscal years 1950-53 
Fiscal year 1953 ja 
Budget estimates, 1953-54_ 
Justification z 
Denial asked by Georgia Power Co ‘ deaain ‘ 
National Rural Electric Cooperative Association statement 
Generating facilities, construction costs, Government versus private 
utilities_____ wail wei suicide i _ 1148, 1144 
Georgia Power Co.: 
Power facilities__._..._-- 5 1132, 1142 
Power supplied from company system ; 1164 
Steam-electric station costs_ oa _ 1165, 1166 
Production costs 1160, 1161, 1162 
(See also Wheeling contracts. ) 
Hydroelectric energy, economical use 1144 
Operation and maintenance: 
Funds for: 
Amounts available for obligation, 1953 
Appropriations : 
Fiscal years 1950 
Fiscal year 1953 30, 55, 56, 2304 
Budget estimates, 1953-54 . 80, 54, 55 
Justification____~—- 
1954, revised 
House cut, restoration requested 
By Georgia Electric Membership Corp 
$y Mecklenburg Electric Cooperative 
By Southeastern Power Committee 1308, 1: 
Justification —- 
House report 
Increased amount requested 
Obligations by objects, 1953-54 
General administration, funds for: 
Amount requested 
Appropriation, 1953_- 
Budget estimates, 1954- 
Justification 
Power marketing: 
Firming energy, sale 
Funds for: 
Appropriation, 1953 
Budget estimates, 1954 
Justification 
Purchase of power and rental of facilities: 
Clark Hill Dam, Ga.-S. C 
From Virginia Electric & Power Co 
Funds for: 
Appropriation, 1955 
Budget estimates, 1954 
Justification ; 
Objection, Florida Power Corp 


4 an 2 aan Mm 


> ~ oe 
1 7 » 
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Southeastern Power Administration—Continued 
Operation and maintenance—Continued 
System operation and maintenance, funds for: 
Appropriation, 1953_ s 
Budget estimates, 1954___.- 
Justification 
Plans and studies, funds for: 
Amount requested 
Objection, Carolina Light & Power Co 
Revised estimates 
Power: 
Allatoona Dam, Ga., effect on Georgia Power Co., rates___... 1156, 1158 
Power generated____-_---- : Etokelbice)” SOO 
Buford Dam, Ga., power generated ss hist citadel cttinn “Eee 
Clark Hill Dam., Ga.-S. C. 
Allocation to Georgia i 1147, 1148, 1149 
Allocation to South Carolina 1148, 1149, 1172 
Generation, increase __- 
Georgia Electric Member ship Corp., proposal to buy 
NO sneaked oe ee wed ewndes . 1168, 1171 
Objee tions of Georgi a Power Co 1169 
Georgia Power Co., offer to purchase and distribute. 1151, 1156, 1166 
Preverence Cumomere. oo cl 1152 
Rates: 
To be charged by company 
To be paid by company 
Value __-- s 
Jim Woodruff Dam, Fla.: 
Contract between Interior Department and Gulf Power 
Co., negotiations_ eae ees agile eiinullid san bed kih . 1179, 1182 
Installed es : 1184 
John H. Kerr Dam., Va.-N. , production_. 153- 
Purchase, Georgia Power Co. “eee _. 1151, 1154 
Power projects, status____---- 58 
Power rates: 
Alabama Power Co_-_-- a : 1193 
Carolina Light & Power Co_-_--- -. 1533, 1539 
To municipalities 1541 
ge ee ; 1541 
Fixing " sais 61 
Florida Power Corp pets 1196, 1197 
Georgia Power & Light Co ee 1196 
Jeorgia Power Co ____ ‘a 11! 54, 1159, 1160 
Gulf Power Co- p 1182, 11838, 1184 
Power sales, by Georgia Pow er Co., to REA’s at low cost__ 1153, 1163 
PP reLeree CUMONNOU Bais isis ie te Re ene 1134, 1136 
Contracts: 
Florida Power Corp- 1199 
Georgia Power & Light Co__.-.._..________-- 
Private utilities : Percentage of gross revenues to oe tates of Fed- 


RBA couperaeitaa: Ga. power ‘endind by "Georeia Power Co. aoa 
Georgia Power & Light Co 
Charge 
Revenues, actual and future 


Southern Co.: 

Federal projects, capability.__...__- : 

Hydro and fuel capacities 

Preference-customer loads 
Transmission lines: 

Clark Hill Dam— 

Augusta, Ga., funds requested for, by Georgia Electric Mem- 
OR DENED SOOR Res sa en ee eee ee tate eb tics -- 1313, 1317 
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Southeastern Power Administration—Continued 
Transmission lines—Continued 
Clark Hill Dam—Continued 
Greenwood, 8S. C 7 
Condemnation actions, expenses___ eased inaisincenenca 
Greenwood County Electric Power C ooper: ative: 
Memorandum of agreement__--~--~~- 
Oifer to purchase a 
Negotiations, report 
Unliquidated obligations, offer to assume 
Language change, suggested_ _ secihatl ' 
Work-stoppage damage claims, construction company 


Government share 
Jim Woodruff Dam, Fla 
Mileage constructed_ 
Objections : 
Alabama Power Co_- 1193 
Florida Power Corp al : ; —— > 
Georgia Power & Light Co s i 1200 
Gulf Power Co_---~- ; : 1181 
Mississippi Power Co " os . 1187 
Restriction in Flood Control Act of 1944 er 1175 
Wheeling and tirming contracts: 
Expenditures for, 1954, estimated 
Funds requested for 
Greendwood Country (S. C.) Electric Power Commission 
List ce at mabe 
Private utilities : 
Alabama Power Co ” 
Carolina Power & Light Co 
Conferences with SEPA ebaadiees : 
Refusal by SEPA : a ae 1? 530 
“lorida Power Corp_- ‘ 1198, 1203 
Georgia Power & Light Co__~- , 1198 
Georgia Power Co . 1139, 1152, 54, 1159, 1166, 1167 
Advantages . ' ae 1154 
Approval of reorgia delegation ; 7 » 220 
Legal opinion s a : ciideeccitini, M 
Proposed, opposition of RE A’s 3 I 1317, 1319 
Gulf Power Co., negotiations with SEPA ‘a . 1182 
Correspondence ; 1179 
Virginia Electric & Power Co ‘ time 2 2. a 
Contracts with REA’s ‘ ‘ be . 1308 
Southwestern Power Administration i 10, 
30, 99, 1266, 1274, 1425, 1624, 1724, 173 , 1735, 1747, 1778, 2141, 2353 
Administrative provisions: 
Motor vehicles, purchase, authority requested for peace 103 
Funds requested for Ahan ‘ ie 104 
Administrator’s statements__ ; a sl 99, 2141 
Construction : 
Costs: 

Allocation___- aiteide : < 4 109 
Increase___ : ._ 107, 108 
Financing from unobligate d 1953 balance 

Funds for: 
Amounts available for obligation, 1953-— 99 
Appropriations : 
Fiscal years 1947-53 : : F 101 
Fiscal year 1963........-. __ 30,99 
Budget estimates, 1953-54____ ha 80, 99, 101 
Justification a daeianiaal at ; = 99 
House cut, partial restoré ation requested = : 1752, 2141 
JuUsnCsOn ........... aativaméaed cease, ae 
House report— 0 se alec Potreniusis 
Obligations by objects, 1953-54__- 7 - Me 101 
Program, funds requested for 
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Southwestern Power Administration—Continued 
Continuing fund: 
Depletion, effects _...-- 
Field operating force 
Funds for: 
Amount available for obligation, 1953-54 
Amount requested_ 1724, 1726 
Congressional policy 1728 
1728 
Appropriation, 1953_____-_- : 30, 1038 
Budget estimates, 1953-5 30, 102, 103 
Expenditures, limitation 105 
Failure to appropriate, effect___- 2162 
House  cut.....- saci italien chau ial natant ich atta emanates 
Effect... 1276, 1284, 1289, 1292, 1306, 1323, 1324, 1327, 1330, 133 
Motion to recommit : 1326 
Purpose _-_- ae cs Leaene ctonaaun Samet 
Restoration requested______-~_- 1267, 1268, 1275, 1276, 1286, 
1329, 1830, 1331, 1435, 1439, 1443, 1445, 1724, 1732, 2148 
By municipalities and organized groups: 
Missouri Farm Bureau Federation___._._.... 1325, 1327 
Missouri Farmers Association . 1267, 1268 
National Farmers Union _-_ 1624 
Poplar Bian, o.........- ae pecan 1437 
Southwest Advisory Committee on Power__ 1274, 1280 
Springfield, Mo., Board of Publie Utilities 1425 
Vinton, La- a 14389, 1448, 1445 
By REA cooperatives : 
Central Electric Power Cooperative 1305, 1306 
Farmers Electric Cooperative_-_ 1274, 1275 
KAMO Electric Cooperative______- : 1306 
Northwest Electric Power Cooperative_ 1306 
Southwest Louisiana Electric Membership Corp_ 1323, 


29 


Western Farmers Electric Cooperative.__._._c.c.. 1292, 
1299, 1300, 1306, 1329 
Justification ara Sete iaos - 1291, 2144 
House report . ; aiecabenmeai 1278, 1279, 1492, 2144 
Minimum requested for 1954, table______- nae ee 
Needed to carry out contract provisions— ee nm eee 
eee fy ees cegcenin ene tataa ta hain a amen ae 
Opposition, private utilities ssaaaiaaanene Reena 2173 
Empire District Electric Co____-_- aiiiegatieerth dade (te SES 
Kansas City Power & Light Co_____.__.__~__- __.. 1501, 1506 
Missouri Power & Light Co_.._-.-_-~-. : 1520 
Missouri Public Service Co__..._____- akan 1517, 1520 
Oklahoma Gas & Electric Co S Fs 1494 
Southwestern Gas & Electric Co_ nf _. 1456 
Union Electric Co__u- ae 4 - 1520 
Language change, suggested_____-_~_- : ; ; 2167 
DR eccin evbsonic eae ; : 7 : . 1298 
Method, change - . = ee 1463 
To purchase steam power is seen Rabesigeieds ; . 1458 
Transmission-line rentals ‘i icone a piiaeaial tee tateinate . 2145 
Dams: 
3ull Shoals Dam, Ark ~ _--. 1426, 1428, 1430, 1433 
Costs, amortization . . 2150 
Construction, increased costs________ eek Rata 107, 108 
Fort Gibson Dam, Okla ee acid = 108 
Power generated, interchange with others__.....___._____- 2149 
Table Rock Dam, Mo., funds for construction requested__._. 1325, 1327 
Flood Control Act of 1944, provisions___-_ ‘ 1446, 1447, 2177 
Funds for: 
Amounts available for obligation, 1953-54 : pee, 
Appropriations : 
Fiscal years 1944-53_- aieitiapcdlad ae 101, 102 
Fiscal year 1953__- j 30, 99, 101, 102, 103 
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Southwestern Power Administration—Contin1.ed 








Funds for—Continued Page 
Budget estimates, 1954 atte : a 30, 99, 101, 102, 103 
BN II ite ge ae ere encsetenane : Sadik 104, 113 
Justification___ 101, 102, 103 
National Rural Electric Cooperative Association, statement 1751 
Obligations by objects, 1953-54 7 dues LOE, 200 
Hydro peaking power, advantage over steam plants : 277 
Louisiana private utilities, practices, study by Louisiana Municipal 
Association é ede s._' a : 1439, 1440 


Operation and maintenance 
Funds for: 





Amounts available for obligs n, 1953-54 : 101 
Appropriations 
Fiscal years 1{44-53_ _- 102 


Fiscal year 1953 ao 30, 101, 102 


Budget estimates, 1953—54 20. 101. 102 
House cut, restoration requested 1395, 1732, 2142 
Justification - 2143 
louse report a . 2142 
Objections, private utilities: Kansas City Power & Light 
Co : . _ 1497, 1502 
Obligations by objects, 1953—54 cack ate 102 
General administratio1 
Costs LDOT 
Funds for: 
Appropriation, 195: -- 30, 101, 102 
Budget estimates, 1954 eed 30, 101, 102 
Justification 102 
Power marketing: 
Customers: Of Government or utilities, question : . 2174 
Funds for: 
Appropriation, 1953 . 30, 101, 102 
Budget estimates, 1954 30, 101, 102 
Justification cena S oot a aed 102 
Returns to Treasury . ‘ ace aaa 
Preference customers, rights__ ‘ sae ao eee = aren 
System operation and maintenance, funds for: 
Appropriation, 1953 x2 : ra ; aa -. 30,101 
Budget estimates, 1954 = sehicsdceciaiccastaeeinaiiiiemtaedis Gn 
Justification an sans anand miaiaiaaaii 101 
Power facilities, purchase and lease, expenditures, limitation.______~ 105 
Power rates: 
Charged by private utilities: 
To municipalities acieuamesbagiand ioe . . 1185 
To REA cooperatives_ 7 - . 1476, 1479, 1480, 1485 
New, suggested by Administration______ ; LA ‘ 107 
Poplar Bluff, Mo- epdiniatin Sirtksiseiancaiienaemensniedadl ooo. ae 
Reduction, effect of REA’s___- : catioll oe ———- 
To farm cooperatives__—__ as == Fc 2159 
Preference customers, service 1467, 1484 


Projects, multiple-purpose, power and energy from, disposal, two plans. 1451, 
1465 
Details . - iii seaieeemetanian auhaeth . 14538, 1455, 1466 
REA cooperatives : 
Contracts: 
Springfield, Mo., board of public utilities—Empire District 


Electric Co., Joplin, Mo 1425, 1431, 1433 

To integrate generation and steam plants and transmission 
lines oe ee salt taatialiadiairtiiing tanta oe 2145, 2146 
COVER RII GOON cdi ae nt meeeacne mn iM A bE 
rower Guth oc enw eee Silene Ve 
Missouri, northwest, supplied by 4 private utilities_._._.c.. 2353, 2356 

Table etosahitiiaien namin iiteiiee : nme ain 
Power sources___- bo cinta dalieaatedl i . neal 
Revolving fund, elimination_-——- —— se tateaiinenian iene mac acted sail 





Southwest Gas & Electric Co., service area___- 
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Southwestern Power Administration—Continued 
Steam plants: 
Apatarno, Onia_............- conmonadikies ceaeecmatbaaminds ae ae 
NO TS coanyee ineliipun enue ude: ode aereenneemmeneenapeas aan ee 
Substations: 
Springfield, Mo., local expenditures_._.._.---.-..--------~----- 1428 
Bond issues, failure_._.._-_-- ideals ieiea damon inieednaanagnenper asararaaie 1429 


Page 


Taxes: 
Estimated, if paid by SWP 
None paid by SWP 
Transmission lines: 
Bull Shoals Dam, Ark.—Butler, Mo 
IIS WUD oh aad nc cibaieetcscer ata icineurecnes 
Missouri City, 
Rolla, Mo : 
Na ite ace tes eontneered die aver poerat er in 
Completed, map requested 
Costs to Government___.....---- 
Funds requested for_-- 
Lease from REA’s, by SWP 459, 2152 
Mansfield—Chamois, Mo__-- eae : : 2146 
Mansfield—Springfield, Mo 2146 
Missouri-Arkansas Cooperative— nip panes 7 14389 
Western Missouri project Ss ‘ : , 509, 1510 
Clinton, Mo., substation ‘ 1518 
Duplication, elimination ; eA one 1513 
Lamar, Mo., substation_-_ ba es ; . 1819 
Opposition, private utilities 1 ele oe nee a $97 
Empire District Electric Co a ee 1! es 1509 
Southwestern Gas & Electric Co : : ‘ _ 1446 
Wheeling charges, private utilities eats = 8, 1469 
Wheeling contracts: 
Court litigation : 
Arkansas case 113, 
1283, 1290, 1300, 1449, 1460, 1485, 1493, 1727, 2152, 2155 
Possible ona ts 2155 
Twelve-company case, District Court of District of Colum- 
bia . 1449, 1450, 1460, 1487, 2173, 2176 
With municipalities: 
Poplar Bluff, Mo ; ste ea ad sD atau a at et carton once ae 1435 
With private utilities ai os Biter 11, 105 
Benefits nt Sane sa catlh 117 
Disapprovs al of ‘Secretary Chapman_____-_.-. 1469, 1470, 1471, 1472 
M-5-—R contract... -- j _... 1470, 1490, 2153, 2164 
Advantages____.._-- : 1471, 2154 
Disadvantages Seiad 118 
Limitation proposal ett pd crkogeae ited takin d 2159 
Oklahoma Gas & Electric Co___- oder : 72 1494, 2165 
Preference customers, law_.-........______- ainota.. <a 
Public Service Co. of Oklahoma__________ : . 2165 
Renegotiation_____ a : Sw Rn - 1478 , 1486 
Conferences with Sec retary As andahl_ z 1486, 1489, 1725, 1744 
Revised contract __ E tices 1477 
Southwestern Gas & Blec tric Cc e353: ee , 1457 
Texas Power & Light Co__-__-_- : _ 114, 117, 1448, 1457, 2165 
Twelve private utilities. 116, 1440, 1443, 1444, 1483, 1509, 1512, 1516 
Exclusion of municipalities__._...........-__.. 1440, 1441, 1444 
With REA distribution cooperatives_..._______ ete eee 
Arkansas Electric Cooperative: 
Judged contrary to State laws______- ‘ 113 
Court opinion aa ; : alae 119 
nn Tn ‘ eee aa 126 
Central Electric Power Cooperative — ; - 13805 
Western and central Missouri__________ ee J 1497 
Objections, private utilities_____ 506, 1508 
Western Electric Co., Oklahoma 2149 
Western Farmers Electric Cooperative____ fecenincatticd aS ae 
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T 
Page 
Territories, Office of 5 _. 29, 35, 337, 399, 431, 1794, 2177, 2329 
Administration of Territories: 
Alaska, Territory of: 
Alaskan insane, care and custody, funds for: 
Appropriation, 1953 a ae s ee 35, 341 
Budget estimates, 1954..__--_- é = 5, 341 
Rates he knead ee oe 348 
Revised program, 1954, justification____ an 2, 348 
Governor's office, funds for: 
Appropriation, 1953 eae eel 35, 341 
Budget estimates, 1954____ : , ee 35, 341 
Revised program, 1954, justification : _ 341, 348 
Legislative expenses: Appropriation, 1953 : 
American Samoa: 
Administration, comparison with British Samoa 
Chief justice and high court, funds for: 
Appropriation, 1955__-- 
Budget estimates, 1954 
Revised program, 1954, justification 
Dispensary facilities, replacement, deferment— 
Governor's office, funds for: 
Appropriation, 1953 
Budget estimates, 1954 
Revised program, 1954, justification 
Grants, funds for: 
Appropriation, 1953 
sudget estimates, 1954 
Revised program, 1954, justification 
Legislative expense, funds for: 
Appropriation, 1953 
Budget estimates, 1954 
Revised program, 1954, justification 
Canton Island, funds for: 
Appropriation, 1953 
Sudget estimates, 1954 
Revised program, 1954, justification 
Taxes — oun 
Funds for: 
Amounts available for obligation, 1953—54 
Appropriation, 1953 : 
Budget estimates, 1954 ae 
Justification “ a 
Reduction en aie 
General administration, funds for: 
Appropriation, 1953 nnd 
3udget estimates, 1954.........._-- 
Obligations by objects, 1953-—54___- 
Revised program, 1954, justification 
Guam: 
Governor's office, funds for: 
Appropriation, 1953...--_--~-- 
Budget estimates, 1954_- ante 
Legislative expenses, funds for: 
Appropriation, 1953 cendaietainaincn 
Budget estimates, 1954______- 
Hawaii, Territory of: 
Governor's office, funds for: 
Appropriation, 1953 . 
Budget estimates, 1954__.______- 
Revised program, 1954, justification ; 
Legislative expenses, funds for: Appropriation, 1953 
Pacific Branch: 
Additional personnel requested for 
Travel, funds requested for 
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Territories, Office of—Continued 
Administration of Territories—Continued Page 
Representatives, appearance waived 50 
Virgin Islands: 
Governor's office. funds for: 
Appropriation, 1953 eS 7 -. 85, 342 
Sudget estimates, 1954_____ 35, 342, 349 
Revised program, 1954, justification oat 342, 349 
Grants to municipalities, funds for: 
Appropriation, 1953__--_- anette hen 35, 348 
Budget estimates, 1954___ shed ae . 35, 343 
Revised program, 1954, justification hase 343, 349 
Alaska, Territory of- 29, 35, 36, 51, 372, 1399, 1794, 1797, 2178, 2329, 2358 
Alaska fisheries. (See Fish and Wildlife Service.) 
Alaska Native Service. (See Indian Affairs, Bureau of.) 
Alaskan insane. (See Administration of Territories.) 
Alaska Railroad: 
susiness, increase ie 
Military installations 
Construction and rehabilitation : 
Funds for: 
Amounts available for obligation, 1953-! 432 
Appropriation, 1953 . . 86, 481 
Assistant Secretary’s statement 2331 
Budget estimates, 1954 36, 431 
Justification ; 431 
Increased funds requested : 2329, 2331 
Justification : —— 
Breakdown__ . shake 2329 
Rehabilitation : 
Culverts, replacement needed : iio Ie 
Deterioration --u- 2005 
Funds requested 1801, 2331 
For rolling stock 435, 436, 437 
Rebuilt coal cars, possible use : . 436, 437 
House cut, restoration requested . 1800 
Proposed use a 2333 
Portage—Seward section, rehabilitation, funds re 
quested for : _ 1210, 12138, 1214, 1794 
Postponment 
Ports serving_.- 
Seward, docks, poor condition 
Rehabilitation 
Funds requested for 
Test drilling and engineering = 
Whittier, facilities, expansion impossible 
Expenditures by Army 
Proposed program, itemized 
Rails, top priority 
Railroad ties, replacement 
Request by Secretary of the Army 
Depreciation charges 
Freight handled in 1952 : 
General Accounting Office recommendations 
Government shipments 
Government subsidy___-~~~_- 
Importance to Alaskan economy 7 
Interstate Commerce Commission recommendations 
Manager: 
Presence requested 
Request for audit 
Statement ___- hens 
Manual of orders, proposed___ 
McKinley Park Hotel_ Bons) : 
Possible operation by Park Service 
Operating losses 
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Territories, Office of—Continued 
Alaska, Territory of—Continued 
Alaska Railroad—Continued 
Operation and maintenance: 
By Interior Department ad 
Operating revenues and expenses, 1916-52, table 
RO Otte eto cel 
Revenue tonnage 
Statement 
Petroleum shipments 
Portage—Seward section : 
Military value___-_- silico 
Trucking lines, inability to handle freight ; ; 1213 
Profit, from operation : ; ‘ ee or: 
Rails, scrap, Army engineers, used for railroad spurs____---- 2350 
Condition 3 
Disposal - 151, 452, 454. 456, 458 


Sales to Armed Forces . 459, 461, 462, 465 


Rates: 
Freight . ; ; i 
Passenger, military and civilian 
Revolving fund : 
Accrued expenditures by objects, 1953 
Appropriations: 
Fiscal years 1948—53- 
Fiscal year 1953... _- 
To June 1, 1952_ 
Authority for expenditure___ 
Budget estimates: 
1951-54 
1954 sa . =" 
Funds for House cut, restoration requested 
Justification 
SOG chi icitiigee aes . 2340 


River-boat operation —- ~ . ellis ‘ $41) 
Salary increases, funds requested for__- ; Sac 38, 440 
Traflic ; i be - 2342 
Truck transportation, competition 146, 448, 450, 2343, 2346, 2347 


Governor's office. See Administration of Territories. 
Legislative expenses. See Administration of Territories. 
Ore-purchasing division, Federal, establishment requested_ 
Public works: 
Administration : 
PUBee B6svcacigesdu- 
Appropriation, 1955 i 
Budget estimates, 1954..____-- 
House’ cut, restoration requested 
Revised program, 1954, justification 
Staff: Number, grade, and salary_-- 
Advance planning, funds for: 
Budget estimates, 1954..__-- 
Funds requested for_-_- 
House allowance_ oa dictated 
Revised program, 1954, justification____ 
Di iis octets 
Construction : 
Alaska Housing Authority 
Housing projects: 
Anchor Homes project._..--_ ~~ 
Discussion 
Island Homes project 
Plans and specifications____- 
Security 
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Territories, Office of—Continued 
Alaska, Territory of—Continued 
Public works—Continued 
Construction—Continued 
Funds for: Page 
Appropriation, 1953 36, 373 
Budget estimates, 36, 373 
Effect of reduction 
Statement 
Revised program, 1954, justification 
Pn i 
Contracts, status.....-.—- 
Funds for: 
Appropriation, 19653.............. 5 
Amount available for obligation, 1953-54 
Amount requested____--~~- s iniaeeenaae hid 
Budget estimates, 1954__....--__--___ 
House cut, restoration requested__-~__ 
Justification 2179 
House report_- 2178 
Obligations by 953-! ‘ sc edie ‘ 374 
Obligation bonds____- 7 376 
Repayment time limits- : ‘ weet = 376 
Roads: 
Alaska Road Commission: 
Administrative provisions, language amendment 
requested : ‘ phe , 2191 
Limitation on force-account work _____- - « 2a 
Effect ___- iis chien : y _ 2192 
Functions a 395, 936 
Construction : 
Funds for: 
Amounts available for obligation, 1953-—54__- oaeabie 389 
Amount requested______- . ‘ 392 
Appropriation, 1953 eat ..... 36, 389, 391 
Budget estimates, 1954... - a scene 86, 380, SUI 
House report... -- ae : ; 2183 
Obligations by objects, 1953-54___ Adee «ie 391 
Statement by Delegate Bartlett. ___ 1799 
In progress, funds for: 
Appropriation, 1953 
Budget estimates, 1954- 
Revised program, 1954, justification 
New : 
Cordova-Richardson Highway : 
Access roads, availability of strategic minerals_. 1207 
Air-mail routes from Cordova_ 1210 
Construction, postponement ___ an 29, 392 
Funds requested for 1205, 1798 
Military importance 
| ey rae 
Funds for: 
Appropriation, 1953 ‘ 
Budget estimates, 1954 daisies t 
Revised program, 1954, justification ~— 
Richardson-McKinley Park Highway, funds request- 
ed for we 
Justification __- 
Preparation of plans: 
Funds for: 
Appropriation, 1953_ : 36, 389 
Budget estimates, 1954 86, 389 
Breakdown er Ris ice en ts sesan andesite assets 389 
Highways, interconnecting, funds for surveys 
requested 
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Territories, Office of—Continued 
Alaska, Territory of—Continued 
Roads—Continued 
Construction—Continued 
Reconstruction : Page 
Alaska Highway, surfacing, funds requested for 2186 
Total cost ; be 2188 
Copper River Highway: 
Bridges, prospective destruction by river 1208 
Funds requested for wheat dhe asd 1208 
Funds for: 
Appropriation, TRGB isn. nn -ccscncnwon 36, 390 
Budget estimates, 1954 si 36, 390 
Revised program, 1954, justification_._._.c.cnmc. 390 
Taylor Highway, rehabilitation, funds requested for. 2188 
Funds for, House cut: 
Owing to lack of increased Territorial tax program 1798 
Restoration requested___- ao 7" 2183 
Justification _...___ , 2183 
Operation and maintenance: 
Costs, percentage contributed for feeder and local roads 2190 
Feeder and local roads, statutory obligation.....__.____ 394 
Funds for: 
Amounts available for obligation, 1953-54 tls 393 
Amount requested ns be laahe 394 
Appropriation, 1953 sie __ 36, 393, 394 
Budget estimates, 1954_ : weninomaae GOs OO, GOS 
House ecut_ ‘ waits Tiecds Z 1800 
Restoration requested___- ._ 2189, 2190 
Justification , ie 2189 
House report. _- ~~ ; e 2189 
Obligations by objects, 1953-54 5 a 394 
Revised program, 1954, justification by : 393 
Territorial contributions F : : 397 
Taxes paid by Alaskans_- ae dota ahoey 2184 
Gesoline tdSs..<<cn<s<- ae written aad ; don wae 
Inereased, proposed by governor 45 2185 
Income tax- sia cracapeapelivl intel Secoes bodies 
Assistant Director’s statement_. : Lad ail i 408 
Executive officer’s statement iedicitinttcniinsinni hf a 339 
Trust Territory of the Pacific Islands 99, 359, 2251, 2259 
Administration costs, present____.-__- . 2286 
Construction, funds for, decreased request oie 5 2282 
Permanent, cost. ~~ é aa 2291 
Program_ . sebinienenins Soe. 2300 
Copra marketing bis % 
Deputy High Commissioner, duties 
Description__.___-- 
Director’s statement 
Field trips of inspection__ 


2185 


POR 


Funds for: 

Amounts available for obligation, 1953-54 

Appropriation, 1953 ee 

Budget estimates, 1954__-~- 

Revised____- ae 

Justification cnsijelivanimaataateal 

House report_. inline isietssiia deel 

Language amendment requested___-_- 

Obligations by objects, 1954__- ee 4 363 

Reduced, effect.._.._..---~- eS 2292 

Revised program, 1954, justification_____ Judes. . 360 


9997 


Grants: 
Appropriation, 1953 ‘ : m 360 
Budget estimates, 1954_...___-_-_- =e i 860 
Revised program, 1954, justification— ? . 360 
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Territories, Office of—Continued 
Trust Territory of the Pacitic Islands—Continued 
Headquarters: Page 
2291 
364, 365 

Truk, no funds asked for 
Health and sanitation problems 
High Commissioner’s office; funds for: 

Appropriation, 1953 . 

Budget estimates, 195 359, 363 
High Commissioner’s statement 2255 
Housing projects, funds for 368, 370 

Justification 371 
Insects, destroying, assistance 2280 
BEDNAR a icinidcn che ckwbinney atebiestinceinn 2294, 2295 
Island Trading Co 
Japanese fishing-boat law violation 
Judiciary : 

Court structure 

Funds for: 

Appropriation, 1953 
Budget estimates, 195 360, 366 
Revised program, 1954, justificati 2 . 360, 366 

Micronesian personnel 366 
DEUS dace bls snes cinseetthnnwncscemacca 2285 

Organization chart 2293 
Organic legislation , 2301 
Organization and personnel survey 2266 
I I caccaistincicisttieechathi ak clad testes theses enterica eaitttagnamge 2267 
Personnel: 


2279, 


Micronesian employees___-_ “ , . 866, 2279, 2361 
Reduction 2279 
Staff, proposed changes ai cobb i aaictcaiabie 


ad er ic iil cicinnascieartementiaiaaitaladae tinihandeekitnienaipenidsene 2265 


2256 


Revenues, local : 2282 
Strategic value 2298 
Statement, Adm. Arthur W. Radford 2289, 2300 
Transportation facilities: 

Air 2359 
Surface 2359 
U.N. trusteeship agreement 2297 

Virgin Islands__- } ‘ , 2194 
Agricultural experiment station, St. Croix_...._....---.--.----~- 2202 
Bluebeard Castle Hotel__.._..------- 2211 
Fiscal history, 1918—49, 1950, and 1951, table_ es beens abe 129 
Public works: 

Act, limitation 
Administration, funds for: 
Amount requested for 
Corrected request 
Appropriation, 1953 
Budget estimates, 
Justification 
Authorization _..--~ 
Construction, funds for: 
Appropriation, 1953- 400, 401, 
Budget estimates, 1954 400, 401, 
J WAERORTIOR NS nie i hie A ie die la nsiante 400, 
Pregects, present, Statein.. een snes eniidin a 
St. Thomas and St. Croix high schools___._.....-_--_- 409, 
School-construction program, explanation 
Funds for: 
Amounts available for obligation, 1953-54 
Appropriations : 
Fiscal years 1946-53 
Fiseal year 1953_.~- 
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Territories, Office of—Continued 
Virgin Islands—Continued 
Public works—Continued 
Funds for—Continued Page 
Budget estimates, 1954 399 
House reports, 1952-53 408 
Obligations by objects, 1953-54 401 
Program, original, inadequacy 404 
Viren Tee Coreen. on nti en 2194 
Administrative expenses, increased funds requested 2216 
Justification - 2216 
Electric power systems, St. Croix and St. Thomas___ ~~ 2198, 2203 
EE ia: TE ini cticcrnnertescnseiithelinenensttimmestaiceabiaisticaitt 2205 
General Accounting Office report 419 
Grants: 
2209 
2209 
416 
Amount requested 419 
Appropriation, 1953 37, 416 
sudget estimates, 1954___- ‘ 416 
House report- ; ‘ 2211 
Increase requested_ . 2211 
Justification ; 2212 
Operating losses : 
Estimated, 1952-54 sae eS . 420, 421 
Funds for___-_~- ‘ » 2212 
Appropriation, 1953_.~-_ 416 
3udget estimates, 1954 
Justification_______ 416 
Programs not revenue-producing, funds for: 
MUI ORTIRRIOR, BOC ecitcecneweeeemecun 37, 416 
Budget estimates, 1954 416 
Justification . a 416 
Soil and water conservation 2198 
Dams, construction_______- 2199 
Statutory authorization_____- ces — 423 
Tourist-promotion program ___ ; . - i 2210 
Land, leasing. essa mea hn 2202 
Power operation, profits_.___.__- z ‘ : 427 
rower program._............... é ‘. : 30 
Revolving fund: 
Funds for: 
Amounts available for obligation, 1953— _—— 117 
Amount requested_______--~- fadade ‘ $20 
Appropriation, 1953 gele woul -. 3f, 417 
Budget estimates___._..___- 7 ‘ s 37, 417 
Justification_______ ; : “ 417 
House cut, partial restoration requested__ . 2194, 2195 
Justification ‘ seals diet ieietaalia ead ila sided 2195 
House report ‘ sola oa - adit 2194 
Liquor, tie-in sales lias 2197 
Livestock improvement, funds requested for set 2207 
Operations, comparison with Virgin Islands Company 
Returns to fund 
Rum business : 
Distillery, leasing 
Revenues_ 
Taxes 
Sugar-mill operations: 
Housing facilities, funds requested 
Land potential 


Losses _ 


Sugar quota, inadequate___________- . .. 424, 2201, 
Treasury deposits, receipts and trust funds____.-_____-_ 
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